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Results for Announcement to the Market
for the Financial Year ended 30 June 2003

Revenue and Net Profiti{l.oss)

Revenue from ordinary activities

Loss from ordinary aclivities after tax attributable to
members

Net loss for the period attribuiable to members

Dividends
Final dividend
Interim dividend

Record date for determining entitlements o the dividend:

Final dividend
Interim dividend

Brief explanation of revenue, net loss and dividends:
Refer to Aftachment A,

Percentage
change
%o
up 8.65%
down 18.71%
down 18.71%

NFA
N/A

Amount per
security

Amount
$000
to 327,631
to {198,258)
to {198,258)
Franked
amount per
security
-¢ ¢
¢ ¢
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Statement of Financial Performance
for the Financial Year ended 30 June 2003

Revenue from ordinary activities
Expenses from ordinary aclivities
Borrowing cosis

Share of net {loss)/profit of asscciates accounted for
using the equity method

{Loss}/profit from ordinary activities before income
tax expensef(benefit)

Income tax {expenseybenefit relating to ordinary
aclivities

{Loss}/profit from ordinary activities after related
income tax expensei{benefit)
Net ioss/{profit) atiributable fo outside equity interests

Net {loss)/profit attributabie to members of the
parent entity

Net exchange differences on transiation of financial
reporis of foreign controlied entities

Total changes in equity other than those resulting
from fransactions with owners as owners

Note

2(a)
2(b)
2(c)

2003 2002
$'000 $°000
327,531 301,552
(504,729)  (514,499)
(21,159) (29,703)
(2,950) (3,488)
(201,207)  (246,138)
(347) (3.661)
(201,554)  (249,799)
3,206 5,920
(198,258)  (243,879)
(7.345) {1,183)
(205,603)  (245,082)
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Statement of Financial Position
as at 30 June 2003

Current asseis

Cash assels
Receivables
Inventories

Other financial assets
Other

Total current assets

Non-current assets

Receivables

Investmenis accounted for using the equity method
Other financial assets

Property, plant and equipment

Intangible assetis

Other

Total non-current assets

Total assets

Current liabilities
Payables
Interest-bearing liabilities
Curreni tax liabilities
Provisions

Other

Totai current liabilities

Non-current liabilities
Payables

Interesi-bearing habilities
Provisions

Other

Total non-current liabilities

Total liabitities

Net assets

Equity

Contributed equity

Reserves

{Accumulated losses)retained profits
Total parent entity interest

Outside equity interests

Totat equity

Note

2003 2002
$'000 $:000
22,873 38,401
81,523 124,650
25,053 34,902
- 15,793
12,705 21,468
142,154 235,212
90,371 67,633
2,405 5,355
724 5,554
70,226 84,841
89,926 243,243
13,596 28,208
267,348 434,924
409,502 670,136
59,846 93,224
32,212 78,217
969 803
12,021 11,970
22,069 14,991
127,117 199,205
42 -
25,435 268,881
359 465
57,834 49,838
83,570 319,184
210,787 518,389
198,715 151,747
617,831 361,964
(9,705) {4,016)
(423,228)  (223,314)
184,898 134,634
13,817 17,113
198,715 151,747
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Statement of Cash Flows
for the Financial Year ended 30 June 2003

Cash flows from operating activities
Receipts from customers

Payments to suppliers and employees
Dividends received

Interest received

Income fax {paidy/refund received
Government granis received

Interesi paid and borrowing costs
Research and development expenditure
Redundancy cosis

Restruciure and advisory cost

Net cash {cutflow)/inflow from operating activities

Cash flows from investing activities

Research and development expenditure

Repayments from/{advances to) associated entity

Paymenit for investment in associated entity

Payment for purchase of controlied entity, net of cash acquired
Proceads from sale of investment in associated entity
Proceeds from sale of controlled entity, net of cash disposed
Payments for purchase of technology licence

Payments for praperty, plant and eguipment

Paymenits for invesiment in associated entity

Proceeds from sale of property, plant and equipment
Proceeds from sale of investment

Net cash inflowf{outflow) from investing activities

Cash flows from financing activities
Proceeds from issue of shares
Dividends paid

Repayment of other loans

Repayment of convertible notes
Share issue expenses

Proceeds from other loans

Bond payments

Proceeds from commercial bills
Repayment of commercial bills
Repayment of finance lease principal
Net cash {outflow)finflow from financing activities

Net {decrease)fincrease in cash held
Cash at beginning of the financial year

Effects of exchange rate changes on the balance of cash
heid in foreign currencies

Cash at the end of the financial year

2003 2002
Note $000 $:000

257,729 279,231
(224.279)  (300,609)

- 3

850 3,303

(181) 110

- 1
(13,671) (24,215)
{16,956} (10,504}
(664) {1,943)

(6,380) ;
B(f) (3.452) (54.713)
- (12,583}
1,046 (2,170}
(4.337) (13,983)
8(b) ; (7 455)
5,000 -

B(c) 48,056 -
{8,905) -
(4,395) (14,911)
) 6,139)

2,37% 795

16,125 22,604
55,869 (33,842)

- 80 854
A7) (4,885)
(23,719) (5,250

(21,322) )

(2,445) .

41,827 -

(32,179) -

- 45,000
{20,000} {35,000)
(942) (1,321)

(58,797) 98,489

(6,380) 9,934

28,884 20,512
269 (1,462)

&{a) 22,873 28,884
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1 Basis of Preparation
This preliminary final report has been prepared in accordance with ASX Listing Rule
4.3A and the disclosure requirements of ASX Appendix 4E.

The accounting policies adopted in the preparation of the preliminary final report are
consistent with those adopted and disclosed in the 2002 annual financial report.

The consolidated endity has recorded a loss of $188.3 million, after outside equity
interests, for the year ended 30 June 2003. This includes a loss of $56.4 million in
relation to the disposal of Proton World international {(PWI) and an additional charge
for the provision of the deferred Hability on the PWI acquisition of $10.9 million.

The consolidated entity generated a positive operating cash flow of $17.3 million
hefore interest and borrowing costs ($13.7 million}, restructure and advisory cosis
{$6.4 million}, and redundancy {$0.7 million). Including these costs, operating cash
flow was a negative 3$3.5 million for the year.

During the year, the ERG Group restructured its statement of financial position with
the conversion of the $250 million listed convertible notes inic equity and the
disposal of the PW! investment. The net cash received on disposal amounied o
$49.0 million with a further $313.7 million receivable post year-end.

Subsequent to financial year end an agreement has been reached with Azienda
Tramvie e Autobus del Comune di Roma {(ATAC) io restruciure the Rome contract.
The assets for the operation in Rome will be sold to ATAC for approximately $46
million in cash with $28 million due on signing of the renegotiated contract.

The Export Finance and insurance Corporation has provided a facility of
approximately $25 million to assist with bonding for some of the major contracts.
The facility will be able to be drawn down subject fo certain conditions precedent.

The Direciors believe that the ERG Group will return to profifability with the
successful delivery of major transit projects in Seattle, Stockholm, Sydney and
Washington DC. The delivery of these projects involves certain risks and
uncertainties some of which are cuiside the control of the Group.

As a result of the above, the Directors are of the opinion that if is appropriate for the
financial statements to be prepared on a going concern basis and that the
consolidated entity has the appropriate resources to meet its debis and
commitments as and when they fall due.
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2 Profit/{Loss) from Ordinary Activities

Profit/{loss) from ordinary activities before income tax
includes the following Hems of revenue and expenses.

{a) Revenue

Revenue from Operating Activities
Sales revenue

Revenue from Outside the Operating Activities
Other revenue
Interest received/receivable
Dividends
Proceeds from sale of current investments
Proceeds from sale of property, plant and eguipment
Proceseds from sale of non-current investments
Proceeds from sale of investment in former controlied entity
Proceeds from sale of business assets
Other income
Total other revenue

Total revenue from ordinary aclivities

2003 2002
$000 $'060
205,625 271,818
850 3,303
- 794
15,866 -
2,378 795
5,258 22,604
94,508 -
8 2
2,846 2,236
122,006 20,734
327,631 301,552
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2 Profit/{Loss) from Ordinary Activities {continued)

{b} Expenses

{c)

Expenses from Ordinary Activities
Cost of sales:
Changes in inventories of raw materials, finished
goods and work in progress
Raw materiais and consumables used
Changes in project costs
Total cost of sales
Employee benefits expense
Other labour and consuifing costs
Depreciation
Amortisation
Rental expense relating {0 operating leases
Travel expenses
Legal fees
Communication costs
Cost of sale of investment
Cost of sale of invesiment in former controlled entity
Cost ¢of sale of property, plant and equipment
Provision for deferred consideration
Provision for diminution applicable to investments
accounted for using the equity method
Provision for doubtful debts
Write down fo recoverable amount of:
Invesiments
Intangibles
Other assets
Other ordinary expenses
Total expenses from ordinary activities

Borrowing costs

Interest paid/payable — other persons and/or corporations
Other charges

Amortisation

Accelerated amortisation

Interest on equity component of convertible notes
Finance charges relating to finance leases

Total borrowing costs

2003 2002
$'000 $°000

(9,848} (11,453)
95,054 171,856
9,811 5,235
95,017 165,638
58,033 53,083
25,684 43,865
13,335 19,688
25,249 56,443
25,125 24,312
4,741 9,631
3,008 3,515
2,551 4,579
15,878 22,678
150,092 .
1,843 1,411
10,885 .
. 58,876

16,101 1,542
4,790 1,057
2,465 .
15,587 .
33,555 47,283
504,729 514,499
18,588 24,264
1,566 222

. 495

. 3,631

870 969

35 122
21,159 29,703
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2 Profit/{Loss) from Ordinary Activities {continued)
2003 2602
$000 $000

{d) Individually Significant items

Gains
Gain on sale of former associate 5,000 -

Technology licence fees - 3,046

Losses
Loss on sale of former controlled entity 56,304 -

Expenses
Write down o recoverable amount of project capitalised
costs 15,687 -

Provision for doubtful debts 14,771 -

Provision for deferred consideration 10,885 -

Restruciure and advisory fees 6,380 -

Write down {o recoverable amount of other financial assets 4790 1,057

Provision for project losses and delays 4,137 10,170

Provision for diminution in inventory 2,864 -

Write down o recoverable amount of intangibles 2,465 -

Redundancy costs 831 1,943

Provision for diminution applicable fo investments
accounted for using the equity method {unlisted
companies) - 58,876

Accelerated amortisation of software development costs
and technology licence rights - 37,971

Accelerated amortisation of project cosis - 33,912

Reversal of prior year profit, exchange movement and
equity losses applicable to Prepayment Cards Limited - 13,880

Write-off of project receivable - 3,750

Accelerated amortisation of borrowing costs - 3,631

14
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3 Commentary on Results

Refer to Aftachment A.

4 Sales of Assets

Sales of assets in the ordinary course of business have
given rise o the following profits and losses:

Net Profits

Investmenis

Property, plant and equipment

Net Losses

Investment in former controlled entity
Investmenis

Property, plant and equipment

5 Retained Profits
Balance at beginning of financial year
Net profitfioss
Foreign currency franslation transfer due fo disposal of
former controlied entity
Balance at end of fnancial year

6 Notes to the Statement of Cash Flows

{a) Reconciliation of Cash

For the purposes of the statement of cash flows, cash
includes cash on hand and in banks and investments in
money market instruments, net of outstanding bank
overdrafts. Cash at the end of the financial year as
shown in the statement of cash flows is reconciled to the
related items in the statement of financial position as
follows:

Cash at bank and on hand

Deposits at call

Cash assets

Less: Bank borrowings

Balance per Statement of Cash Flows

1

2003 2002
$'000 $°000

5,247 .
738 -
5983 -
56,394 .

. 14,064

- 516

56,304 14,680
(223,314) 20,565
(198.258) (243 ,879)
(1.656) -
(423.228)  (223.314)
12,202 19,019
10,571 19,382
22,873 38,401
- (9.417)

22.873 28,084
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6 Notes to the Statement of Cash Flows {continued)
2003
$000

{b} Businesses Acquired
During the financial year, no businesses were acquired
{2002: Proton World international SA). Details of the
acquisifion are as follows:
Consideration
Cash and deferred consideration
Cost of original investment
Shares issued
Other acquisition costs

2002
$'060

85,204
25,905
21,152

58

142,320

Fair Value of Net Assets Acquired
Current assets:
Cash
Trade debiors
Prepayments
Inventories
Other deblors
Investments
Non-current assets:
Property, plant and equipment
Product development
Current liabilities:
Bank borrowings
Deferred income
Other creditors and accruals
Provisions
Trade creditors
Non-current liabilities:
Bank borrowings

13,397
8,838
688
324
256

37

861
178

(2,312)
(3,518)
(3,820)
(6,614)
(4,825)

(11,641)

Net assets/{liabilities) acquired

Goodwill on acquisition

(8,057)

150,377

142,320

Net Cash Outflow on Acquisition
Cash consideration
Less cash balances acquired

18,540
(11,085)

7,455

12
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6 Notes to the Statement of Cash Flows {continued)

2002
$'060

2003
$'000
{c) Business Disposed
During the financial year, the company disposed of
Proton World International SA. Details of the disposal
are as follows:
Consideration
Cash 80,865
Receivables — current 6,818
Receivables - non-current 7117
04,598
Costs of disposal {1.041%)
93,557
Book Value of Net Assets Sold
Current assets:
Cash 33,072
Receivables 5,591
Inventories 8089
Other 328
Non-current assets:
OCther financial assets 41
Property, plant and equipment 358
Intangible assels 53
Goodwill on consolidation 135,105
Additional goodwill {contingent consideration) 1,704
Current liabilities:
Payables (8,939)
Borrowings {2,204)
Provisions (1,562)
Other (4,718}
Non-current liabilities:
Interest-bearing liability {7,053)
Other (2,535)
Net assets disposed 149,851
{Loss)Yprofit on disposal {56,304}
93,557
Net Cash Inflow on Disposal
Cash consideration 80,865
Costs of disposal (1.041)
Less cash balances disposed
Cash {33,072)
Borrowings 2,204
48,8956

13
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6 Notes to the Statement of Cash Flows {continued)

{d) Non-Cash Financing and Investing Activities
Shares in the parent entity were issued uponh conversion
of the listed convertible notes into ordinary shares o the
vaiue of $250,000,000.

The parent enfity alsoc issued ordinary shares to the
vaiue of $9,374,223 in safisfaction of an interest
payment due on the listed convertible notes.

The parent entity also issued ordinary shares with a face
vaiue of $1,495 840 upon the conversion of unlisted
convertible notes {o equity.

{e) Financing Facilities
Stand-by credit lines:
Amount used
Amount unused

Leasing:
Amount used
Amount unused

14

2003 2002
$000 $'060
25,435 36,459
- 2,177
25,435 38,638
- 840
- 840
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6 Notes to the Statement of Cash Flows {continued)

2003 2002
$'000 $000
{fi Reconciliation of Profit From Ordinary Activities
After Reiated Income Tax fo Net Cash Flows From
Operating Activities
{Loss)/profit from ordinary activities after income fax
before outside equity inferests (201,554) {248 799)
Depreciation and amortisation 38,584 76,129
Amortisation of borrowing costs - 4126
Equity accounted losses 2,850 3,488
Unrealised profit on sales to equity associate - 2,008
Interest on equity component of converiible note 870 969
{Profiti/ioss on sale of property, plant and equipment (735) 616
Provision for employee entitiements 345 387
Provision for warranty 588 {2,185)
Provision for inveniories 328 {4 567}
Write down 1o recoverable amount of investment 4791 -
Write down o recoverable amount of intangibles 2,465 -
Provision for doubtful debts 14,665 {5,678)
Foreign exchange — net 112 1,257
Write down of investments - 59,033
Net {profity/ioss on sale of investiments (5,248} 14,064
Reinvestment of dividends received - (781)
Loss on sale of former controlled entity 58,384 -
Changes in assets and liabilities
Change in assets:
{Increase)Ydecrease in prepayments 1,317 {4 986)
{Increase)/decrease in trade debtors 33,370 5,150
{Increase)Ydecrease in inveniory 25878 20,152
{Increase)decrease in future income fax benefits - 23,583
{Increase)decrease in other debtors 1,811 {3,068}
Change in liabilities:
Increasef/{decrease} in trade creditors {316) (14 745)
Increasef/{decrease} in accrued expenses (9,245) 16,580
Increasef{decrease} in deposits held and deferred income 17,533 6,820
Increasef{decrease} in provisions 829 5722
Increasef(decrease} in deferred income tax liability - (19,625)
Increasef{decrease} in other non-current liabilities 18,715 10,629
Net cash {cutflow)/inflow from operating activities {3.452) (54 713)

15
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7 Details Relating to Dividends

Date Amount per Amount per
dividend security security of
payabie ¢ foreign
sourced
dividend
¢
Final dividend 2003 N/A - -~
2002 N/A - -~
Interim dividend 2003 N/A - -
2002 N/A - -
Total 2003 N/A - -~
2002 N/A - ¢ -
Total dividend per security (interim plus final)
2003 20602
¢ ¢
Ordinary securities - -
Preference securities - -
Other equity instruments - -
Interim and final dividend on all securities
2003 2602
$'000 $000

Crdinary securities - -
Preference securities - -
Other equity instruments - -

Total - -

Any other disclosures in relation {o dividends:
N/A

Dividend Reinvestment Pians
The dividend plans shown below are in operation:
N/A

The last date(s) for receipt of election notices for the
dividend plans:
N/A

18
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S

8

(@)

(@)

Earnings Per Share

Basic EPS
Diluted EPS

Basic Earnings Per Share

The earnings and weighted average number of ordinary
shares used in the calculation of basic earnings per
share are as follows:

Earnings

Weighted average number of ordinary shares {a)

In accordance with the 2003 recapitalisation proposal the
company implemented a fen-for-one share consolidation.
The comparalive has been adjusted to reflect this
consolidation.

Diluted Earnings Per Share

The foliowing potential ordinary shares are not dilutive
and are therefore exciuded from the weighted average
number of ordinary shares and potential ordinary shares
used in the calculation of dilufed earmings per share:

Convertible notes
Options

Net Tangible Assets Per Security

Net tangible assets per security (a)

In accordance with the 2003 recapitalisation proposal the
company implemented a ten-for-one share consolidation.
The comparalive has been adjusted to reflect this
consolidation.

17

2003 2002
¢ per share ¢ per share

{188.8 ¢) {316.6 ¢)
{1888 ¢; {316.6 ¢)

2003 2002
$'000 $'060

(198,258) (243 ,879)

2003 2002
No. 000 No. 060
105,010 77.033
2003 2002
No. 000 No. 060
7,265 10,190
1,815 1,083
9,080 11,253
2003 2002
$ $
0.36 (1.16)
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10 Details of Entities Over Which Control Has Been Gained or Lost

Control gained over entities
Name of entity {or group of entities)
Proton World International SA
Date control gained: 15/03/02

2003
$000

Contribution of the controlled entity {or group of entities)

to profit/{loss} from ordinary activities during the period,

from the date of gaining control. -
2002
$000

Net profit/loss} of the controlied entity (or group of

entities) for the whole of the previous corresponding

period. {(2,416)

Loss of control of entities

Name of entity {or group of eniities)

Proton World International SA

Date control lost: 24/04/03
2003
$000

Contribution of the controlled entity {or group of entities)

to profitf{loss} from ordinary activities during the period,

to the date of iosing control. {(2.011)
2002
$000

Contribution of the controlled entity {or group of entities)

to profit/{loss) from ordinary activities for the whole of the

previous corresponding period. (158)

18
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S

11 Details of Associates

Ownership interest

Contribution to net profit

2003 2002 2003 2002
Name of entity % % $000 $:000
AFC Equipment Co Pty Ltd 33.3% 33.3% - -
Prepayment Cards Limited 47 1% 47 1% {2,950) (876)
Triumphant Launch Sdn Bhd {a) - - - 34
ECard Pty Lid (b} - 39.0% - {2 B46)
Aggregate share of {losses)/profits {2.950) {3,488)
(a} Triumphant Launch Sdn Bhd is now a controlied entity.
(b} ECard Pty Lid ceased to be an associate on the disposal
of our sharehoiding on 14 November 2002,
12 Contingent Assets and Liabilities
2003 2002
$°000 $:000
Contingent Asseis
Details and esiimates of maximum amounts of
coniingent assets are as follows:
Other Persons
The consideration on the sale of Proton World
International SA includes an eamn-out receivable from the
purchaser, which is based on certain milestonas being
achieved. ERG could earn up to €22.5m {approximately
AUDS38m) based on these milesiones over a ten year
pericd. |t is intended that this amount will be recorded as
i is progressively received.
38,000 -

18
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12 Contingent Assets and Liabilities {continued)

13

Contingent Liabilities

Details and estimates of maximum amounts of
contingent liabilities are as follows:

Controlled Entities
Secured guaraniees given by ERG Limited and
conirolled entities in support of other leasing facilities.

ERG Limited has granted a guarantee and indemnity to
the Public Transport Corporation of Victoria in
connection with the monetary and performance
obligations of Onelink Trans# Systems Pty Ltd {OLT)
arising from various automated fare collection system
confracts. ERG Limited holds cross-indemnities, via
various agreements with its co-shareholders in OLT, in
respect to the performance of the respective co-
shareholders’ delivery obligations.

ERG Property Pty Ltd, as trustee for The Energy
Research Group Unit Trust (ERG Trust}, is the owner of
land and buildings at Balcatta, Western Australia. ERG
Trust has given a first mortgage over the land to the
State Governmeni of Western Ausiralia. In addition,
ERG Property Pty Lid and ERG Trust are jointly and
severally liable for repayment of the loan.

Other Persons
Bank guarantees and performance bonds heid by
contracting parties in the normal course of business.

ERG Limited has granted a gquarantee o the Ausiralia
and New Zealand Banking Group Limited in connection
with refinancing of AFC Equipment Co Pty Lid {(AFC)
assets. Under this guarantee, ERG Limited has provided
an irrevocable guarantee for the performance obligations
of AFC and has guaranteed the secured monies which
are supported by interest rate swap agreements.

Segment Information

Refer to Attachment B.

20

2003 2002

$000 $'060
863 272
154,449 157,108
52,863 50,605
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14 Subseqguent Events

The consclidated entity announced that it has reached agreement with Azienda
Tramvie e Autobus del Comune di Roma {ATAC), the organisation administering
the public fransport in Rome, to restruciure the contract.

The restructure will result in the return of approximately $46 million in cash to ERG
in the short term, the elimination of approximately $7 million in annual depreciation
charges and the continued involvement in the operation of the sysiem for eight
years. The contract documents are currently being finalised and are expected o be
completed imminently. The terms of the new relationship are as follows:

ATAC will purchase the public transport ticketing hardware, with the exception of
the central clearing house, from ERG for a consideration of $36.2 million. On
signing of the contracts $28.5 million is due, with the remainder due in two
instalments within six months. ATAC has pre-arranged external bank financing
for this purchase.

ERG and ATAC will establish a new company {"Newca”) that will operate the
ticketing system. ERG will own 30% of Newco and will contribute approximately
$3.1 million in cash fo the new entity.

Newco will purchase the rights to use ERG’s software for $10.1 million payable in
cash on signing of the contracts. ERG will also receive an annual software
maintenance fee of $1.9 million for a period of eight years.

In return for operating the system, Newco will receive an annual fee from ATAC of
7.85% of all transit fares processed by the system. This operaling contract has
an initial term of eight years, with the annual fee estimated to be in the range of
$35--40 million.

ERG will be paid an additional $5.1 million for software engineering services to be
supplied over the next 12 months.

The above event did not have a financial impact in the yvear ended 30 June 2003.

15 Information on Audit or Review
This preliminary final report is based on accounts that
are in the process of being audited.

if

Peter John Fogarty
Director

12 Sepiember 2003
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{Comments on the following mafters are required by ASX or, In relafion o the preliminary final report, by AASB 1029 Interim Financial Reporting.
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4 Full-Year Resulis

For the year ended 30 June 2003, operating revenue was lower at $205.6 million, compared o $271.8 millicn in
the previous vear due to continued delays in the commencement of new projects, such as Sydney and Seattle,
and the delay in expansion of the Rome project into the surrounding Lazio region. ERG incurred an overall
operating loss fotalling $198.3 million, compared o $243.9 million in the previous year, and an EBITDA loss of
$28.5 million (compared to a loss of $14.7 million in the previous year}, before individually significant items.

The Directors of ERG Limited {"the Group™ resoived, foliowing a comprehensive review of the financial
statements of the Group for the year ended 30 June 2003, o write down various assets and make provisions for
diminution in value against the carrying value of a number of the Group’s current and non-current asseis.

The results for the year include the sale of its 39% shareholding in ECard Pty Lid, which realised a profit of
$5.0 million, and various charges on individually significant tems of $112.2 million. The individually significant
items are as follows:

$m
+« Loss on the disposal of PWI 564
« Write-off of project cost capitalised 15.6
+ Provision for doubtful debts 14.8
+« Provision for the deferred consideration on the acguisition of PWi 10.9
+« Resiructure and advisory fees 64
« Write down in recoverable amount of financial assets 438
+« Provision for project losses and delays 4.1
« Others 82

Depreciation and amortisation charges before significant ifems for the period were $38.6 million {2002: $38.2
miflion) and interest expense and borrowing costs were $21.2 million compared to $28.7 million for the previous
year. The listed convertible notes and some accrued interest were successfully converted into equity in April
2003.

An amount of arcund $38 million (€22.5 million), representing paymenis due to ERG on a milestone earn-out
basis, has not been accounied for in determining the loss on disposal of PWI. This will be brought to account as
it is earned. ERG will retain access fo the Proton technology by taking a 20 year global licence of the Proton
technology.
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2 Business Strategy

The ERG Group is engaged in the business of developing and commercialising its smart card and elecironic
ticketing solutions. The Group has achieved a recognised dominance globally in the development and
implementation of integrated smart card systems in the transit business.

The ERG Group has successfully delivered systems in Hong Kong, Rome and Singapore that support more
than 20 milion smart cards in circulation. ERG's systems globally handie approximately 5 billion transactions
per annum.

Buring the year, the Group has been successful in winning various major transit contracts, as follows:

. The integrated {ransit system in the Washington DC area, Maryland and Northern Virginia with Northrop
Grumman Information Technology. The revenue for the confract is approximately $30 million
{USS20 million}. A card base of more than one million will be issued over a five-year period. ERG and
Northrop Grumman, a major defence contractor and a recognised leader in government refated smart card
initiatives in the United States, have signed a teaming agreement {¢ pursue transit cpportunities throughout
the United Stales.

. The finalisation and execution of contracts for the integrated smart card based ticketing system for the
entire Greater Sydney commuter transport network. The total value of the contract is approximately $320
million, of which approximately $100 million is for the supply of the system and $220 million for the
operaticn of the system for ten years. The system is expected {0 be fully operational in 2006 with a card
base of more than two million.

. A regional fare collection sysiem for Seattle and the Cenfral Puget Sound of Washington State. The
confract is worth approximately $95 million (US$83 million) for the system implementation and
managemeant of the operations for a ten year period. A card base of around 400,000 is expected at the
commencement of operation of the system.

. The coniract for the upgrade of the current magnetic ficketing system to a smart card based automated
transit fare collection system throughout the city and county of Stockholm. The contract value is in excess
of $50 million (SEK3$250 million). A card base of one million will be issued within the next 2 ¥ years.

. An agreement in principle with ATAC, {the operator of the Rome Metropolitan transit system), and Cotral,
{the regional transport operator in the Lazio region surrounding the Rome metropolitan area) fo procead
with the Phase 2 expansion of the Rome ticketing contract. This expansion will provide revenue of
approximately $45 million {€25 million) over eighteen months. ERG and ATAC will establish a new
company that will cperate the ticketing sysiem for a period of eight vears {refer note 14).

The Group has also received sign off on the Phase 1 for the San Francisco Translink®& Smart Card Project
which will aliow Phase 2 of the project {0 proceed.

The Group’s Board, management structure and business processes have been reorganised {o ensure that the

Group is able to successfully deliver these major projects in accordance with the confracts. The return fo
profitability for the Group is dependent upon the successful delivery of these major contracts o the customers.
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3 Restructure of Statement of Financial Position

ERG Group’'s Statement of Financial Position has been strengthened during the year with the disposal of a
major asset Proton World International {PWI) and the conversion of the $250 million listed convertible notes fo
equlity.

. During the year, the Group sold its 100% interest in PWI for a consideration of approximately $110 million
(€60 million). Net cash received on disposal amounted to $49.0 million, with a further $13.7 million
receivable post year-end.

. The conversion of the listed convertible notes of $250 million {with an interest rate of 7.5%]) to equity.

. On 3 September 2003, the Group announced it has reached an agreement with ATAC to restructure the
Rome confract. This will result in the return of approximately $46 million in cash to the Group in the short
term. ERG will continue to be involved in the operations of the system for eight years.

. The Export Finance and Insurance Corporation has alsc provided performance bonds for projecis
coniracted in Seattle, Stockholm and Washington DC with a facility of approximately $25 million. The
facility will be able o be drawn down subject to certain conditions precedent.

During the year, the Group also pald out $29.4 million in bank debts and $21.3 million in unlisted convertible
note debt At 30 June 2003, the Group had an interest-hearing loan of $25.4 millicn and deferred consideration
payable of $32.2 million in relation o the acquisition of PWL.

The restructure of the Statement of Financial Position has resulted in the removal of approximately 340 million
in annual depreciation, amortisation and interest charges.

The Group will continue {o explore allernative financing facilifies including project financing for the current
contracts to assist with working capital requirements and {o obtain an optimatl debt to equity ratio to maximise
return {o shareholders.

With the restructure of its Statement of Financial Positicn, the ERG Group is in a strong position o pursue
opportunities in the transit business and with alliance partners, such as Northrog Grumman in the United States,
where appropriate.

4 Financial Reporting Basis

The Directors believe that the ERG Group will return to profitability with the successful delivery of maior transit
projects in Seattle, Stockholm, Sydney and Washingion DC. The successful delivery of these projects involves
certain risks and uncertainties, some of which are outside the control of the Group.

As a result of the above, the Directors are of the opinion that ¥ is appropriate for the financial statements fo be

prepared on a going concern basis and that the consolidated entity has the appropriate resources to meet ifs
debts and commitments as and when they fall due.
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Primary Reporting — Business Segments

as at 30 June 2003

Projects Supply  infrastructure Corporate and intersegment .

and installation and Maintenance Financing Eliminations Consolidated

$'000 $'000 $000 $000 $'000

Sales to customers cutside the
consolidated entity 87,404 118,221 - - 205 625
intersegment sales - - - - -
Share of net losses of assocciates - {2,950) - - {2,850)
Other revenue 1,633 100,058 19,365 - 121,056
Unallocated revenue 950
Total segment revenue 89,037 215,329 19,365 - 324,681
Operating result before
individually significant items {6,200) (14,626} {45 968) - (66,794}
Borrowing cosis - - {21,159) - {21,158)
individually significant tems {22,665) (84 506) {7,033) - {114,204)
Unallocated revenue 950
Segment result {28,865) {89,132} {74,160) - {201,207)
Unaliccated expenses -
{Loss)/profit from ordinary aclivities
before income 1ax {201,207}
income tax expense {347}
{Loss)/profit from ordinary activities
after income iax £201,554)
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Primary Reporting — Business Segments
as at 30 June 2003

and msilaton and Mainienance  Fmancng . Elminaions | COTSOIeC
§'000 $'000 $°600 $000 5000

Segment assets 100,309 171,102 138,091 409,502
Unaliccated assets -
Total assets 100,309 171,102 138,001 409,502
Segment liabilities 41,154 144 412 24,252 209,818
Unaliocated liabilites 969
Total liabilities 41,154 144 412 24,252 210,787
Investments in associates 2405 2,405
Acquistions of property, plant and
equipment, intangibles and other non-
current segment assets 6,816 G.564 44 947 61,327
Depreciation and amortisation expense 2,004 23,840 12,740 38,584
Other non-cash expenses 22 665 34.421 6,470 63,556
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Primary Reporting — Business Segments

as at 30 June 2002

Projects Supply  infrastructure Corporate and intersegment .

and installation and Maintenance Financing Eliminations Consolidated

$'000 $'000 $000 $000 $'000

Sales to customers cutside the
consolidated entity 136,554 136,325 {4,061 - 271,818
intersegment sales 14,914 - 2,165 {17,079} -
Share of net losses of assocciates - {3,488) - - {3,488)
Other revenue 3,844 618 25274 - 29.734
Unallocated revenue -
Total segment revenue 155,312 136,453 23,378 {17,079 298 064
Operating result before
individually significant items 1,603 (37.631) {22,385) - {57,813}
Borrowing cosis - - {29,703) - {29,703)
individually significant tems {12,283) {139,187} {7,152) - {158,622)
Unallocated revenue -
Segment result {10,680} {176,218} {59,240) - {246,138)
Unaliccated expenses -
{Loss)/profit from ordinary aclivities
before income tax {246,138}
income tax expense {3,661}
{Loss)/profit from ordinary activities
after income iax {249,799)
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Primary Reporting — Business Segments
as at 30 June 2002

and msilaton and Mainienance  Fmancng . Elminaions | COTSOIeC
§'000 $'000 $°600 $000 5000

Segment assets 174,789 368,327 127,020 670,136
Unaliccated assets -
Total assets 174,789 368,327 127,020 670,136
Segment liabilities 56,302 66,305 304,979 517,586
Unaliocated liabilites 803
Total liabilities 56,302 66,305 304,979 518,389
Investments in associates 5355 5,355
Acquistions of property, plant and
equipment, intangibles and other non-
current segment assets 20,529 36,515 173,688 239,733
Depreciation and amortisation expense 4,216 51,684 20,228 76,129
Other non-cash expenses 21,832 24 915 - 48 747
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Secondary Reporting — Geographical Segments
as at 30 June 2003

Curope, Middle-

Asta-Pacific ) Nerth America Consolidated
East & Africa
$000 $'000 $'000 $000

Sales to customers cutside the
consolidated entity 84,847 98,237 22,541 205,625
Segment assels 276,332 116,859 13,311 409,502
Acquistions of property, plant and
equipment, intangibles and other non-
current segment assets 50,512 10,702 113 61,327

Secondary Reporting — Geographical Segments
as at 30 June 2002

Curope, Middle-

Asia-Pacific East & Africa Narth America Consolidated
000 $'000 $o00 $'000

Sales to customers outside the
consolidated entity 144,870 23,044 103,804 271,818
Segmem assets 490,747 11,848 167 441 670,136
Acquistions of property, plant and
equipment, intangibles and other non-
current segment assets 214123 11,282 14,328 239,733
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Segment Information
Business Segments
The consolidated entity is organised on a global basis info the following business segments:

Projects Supply and instailation
The supply and installation of automated fare collection {AFC} systems throughout the world.

infrastructure and Maintenance

The infrastructure segment of the business represents the source of long-term recurring revenue for the Group
derived primarily from the outsourced operation and/or long-term maintenance of AFC systems once instalied.
Corporate and Financing

This segment of the business provides the technology, financing and administrative support to the two operational
segments outlined above.

Geographical Segments

The consolidated entity’s divisions operate in the following three main geographical areas:

Asia-Pacific — comprises operations in Australia, Hong Kong, Malaysia and Singapore. Australia is the home country
of the parent entity and provides all of the consolidated entity’s Corporate support.

Europe, Middle-East and Africa — comprises operations in Belgium, France, Germany, laly, Sweden and the United
Kingdom.

North America — comprises operations in Canada and the United States.
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