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FORGE GROUP LIMITED

A.B.N. 58 065 464 226 APPENDIX 4D

AND CONTROLLED ENTITIES HALF YEAR REPORT

DIRECTORS' REPORT

Your directors submit the financial report of the consolidated group for the half-year ended 31 December 2007.

Directors

The names of the directors who held office during or since the end of the half-year:

 - Peter Geoffrey Hutchinson

 - Andrew Blair Ellison

 - Marcello Davide Cardaci

Review of Operations

Please refer to the letter dated 28 February 2008 accompanying this half-year report.

Auditor's Declaration

____________________________

P G Hutchinson

Managing Director

Dated this 28th day of February 2008

The lead auditors independence declaration under section 307C of the Corporations Act 2001 is set out on page 2

for the half-year ended 31 December 2007.
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AUDITOR’S INDEPENDENCE DECLARATION 

 

TO THE DIRECTORS OF FORGE GROUP LIMITED  

 

In accordance with the requirements of section 307C of the Corporations Act 2001, as lead 

auditor for the review of Forge Group Limited for the half-year ended 31 December 2007, I 

declare that, to the best of my knowledge and belief, there have been: 

 

(a) No contraventions of the auditor independence requirements as set out in the 

Corporations Act 2001 in relation to the review; and 

(b) No contraventions of any applicable code of professional conduct in relation to the 

review. 

 

 

 
 
 
GRANT THORNTON (WA) PARTNERSHIP 
 
 
 
 
 
 
MJ HILLGROVE   
Partner 
Perth 
 

Date: 28
th
 February 2008 

 

 

Grant Thornton (WA) Partnership 
ABN: 17 735 344 518 
Level 1 
10 Kings Park Road 
West Perth WA 6005 
PO BOX 570 
West Perth WA 6872 
 

T  +61 8 9480 2000 
F  +61 8 9322 7787 
E  admin@gtwa.com.au 
W  www.grantthornton.com.au 

 

 

  

Liability limited by a scheme approved under Professional Standards Legislation. 
 

Grant Thornton (WA) Partnership is an independent business entitled to trade under the international name Grant Thornton.  

Grant Thornton is a trademark owned by Grant Thornton International and used under licence by independent firms and entities throughout the world. 

 

 

 

 

 
 
 
 

 

 

 

 

 

 



FORGE GROUP LIMITED

A.B.N. 58 065 464 226 APPENDIX 4D

AND CONTROLLED ENTITIES HALF YEAR REPORT
RESULTS FOR ANNOUNCEMENT TO THE MARKET

Revenue and Net Profit (Loss)  AU$’000’s

Revenue from ordinary activities                      up       5.9%     to 40,639

Profit (loss) from ordinary activities after tax

attributable to members                                   up     140.5%    to 2,733

Net profit (loss) for the period attributable to

members                                                          up     140.5%    to 2,733

Dividends

COMMENTARY ON RESULTS AND OTHER SIGNIFICANT INFORMATION

CONSOLIDATED NET TANGIBLE ASSET BACKING

31 DEC 2007 31 DEC 2006

$ $

Net Assets 18,551,921       14,930,876    

Less intangible assets (5,047,807)        (5,047,267)    

Less net deferred tax assets (456,248)           (515,355)       

Net tangible assets of the Consolidated Entity 13,047,866       9,368,254      

Fully paid ordinary shares on issue at Balance Date 54,111,752       2                    

Net tangible asset backing per issued ordinary share as at

Balance Date (cents) 24.1 c N/A

This Report is provided to the Australian Securities Exchange (ASX) under ASX

Listing Rule 4.2A.3

Current Reporting Period: 31 December 2007

Previous Corresponding Period: 31 December 2006

For and on behalf of the Directors

____________________________

P G HUTCHINSON

MANAGING DIRECTOR

Dated this 28th day of February 2008

No final dividend was paid for the year ended 30 June 2007. No interim dividend has been recommended for the half-

year ended 31 December 2007.
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Forge Group Limited
A.B.N. 58 065 464 226

Consolidated Income Statement
For the Half-Year Ended 31 December 2007

Note
31 December 

2007
31 December 

2006
$ $

Revenue 3 40,635,189        38,351,722        

Other income 4 3,429                 22,172               
Changes in inventories of finished goods and work in 
progress (1,185,841)         1,654,833          
Raw materials and consumables used (21,736,887)       (29,561,693)       
Employee benefits expense (11,287,094)       (7,216,141)         
Depreciation and amortisation expense 5 (556,215)            (441,663)            
Finance costs - net 5 (102,263)            (113,625)            
Other expenses (1,492,172)         (1,042,629)         

Profit before income tax 2 4,278,146        1,652,976          

Income tax benefit/(expense) (1,545,285)         (516,588)            
Profit for the period 2,732,861        1,136,388          

(Profit)/loss attributable to minority interests -                     -                     

Profit attributable to members of the parent entity 2 2,732,861          1,136,388          

Overall Operations
Basic earnings per share (Cents) 1a 5.05                   N/A

Diluted earnings per share (Cents) 1a 4.78                   N/A

The above income statement should be read in conjunction 
with the accompanying notes.
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Forge Group Limited and Controlled Entities
A.B.N. 58 065 464 226

Consolidated Balance Sheet
as at 31 December 2007

31 December 
2007

30 June
2007

$ $

Current Assets
Cash and cash equivalents            5,975,381            3,488,885 
Trade and other receivables          12,850,071          15,392,777 
Inventories            1,320,327            2,506,168 
Other assets 291,033             1,023,214          

Total Current Assets 20,436,812      22,411,044        

Non-Current Assets
Property, Plant and Equipment            9,377,703            5,612,392 
Deferred Tax Assets               456,248               515,355 
Intangibles            5,047,807            5,047,267 
Other Assets 137,112             -                     

Total Non-Current Assets 15,018,870      11,175,014        

Total Assets 35,455,682      33,586,058        

Current Liabilities
Trade and other payables          12,826,199          13,060,758 
Financial Liabilities               601,788            1,426,705 
Current Tax Liabilities            1,340,085               703,033 
Provisions -                     2,000,000          

Total Current Liabilities 14,768,072      17,190,496        

Non-Current Liabilities
Financial Liabilities            1,731,323            1,042,706 
Deferred Tax Liabilities                 24,243                 77,246 
Provisions 380,123             344,734             

Total Non-Current Liabilities 2,135,689        1,464,686          

Total Liabilities 16,903,761      18,655,182        

Net Assets 18,551,921        14,930,876        

Equity
Contributed Equity          14,559,453          14,559,453 
Reserves            1,143,743               255,559 
Retained Earnings 2,848,725          115,864             

Parent Entity Interest 18,551,921      14,930,876        
Outside Equity Interest -                     -                     

Total Equity 18,551,921        14,930,876        

The above balance sheet should be read in conjunction with 
the accompanying notes.
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Forge Group Limited and Controlled Entities
A.B.N. 58 065 446 226

Consolidated Statement of Changes in Equity
For the Half-Year Ended 31 December 2007

 Ordinary 
Shares 

 Option 
Reserve 

 Foreign 
Currency 

Translation 
Reserve

 Retained 
Earnings/

(Accumulated 
Losses)

 Total 

$ $ $  $ $ 

Balance at 1 July 2006 2                   -                (28,975)         (824,094)         (853,067)       

Profit attributable to members of the parent entity -                -                -                1,136,388        1,136,388      
Adjustments from translation of foreign controlled 
entities -                -                37,375           -                  37,375           
Option reserve on recognition of bonus element 
of options -                -                -                -                  -                
Sub-total 2                   -                8,400             312,294           320,696         
Dividends paid or provided -                -                -                -                  -                

Balance at 31 December 2006 2                   -                8,400             312,294           320,696         

 Ordinary 
Shares 

 Option 
Reserve 

 Foreign 
Currency 

Translation 
Reserve

 Retained 
Earnings/

(Accumulated 
Losses)

 Total 

$ $ $  $ $ 

Balance at 1 July 2007 14,559,453   174,304        81,255           115,864           14,930,876    

Profit attributable to members of the parent entity -                -                -                2,732,861        2,732,861      
Adjustments from translation of foreign controlled 
entities -                -                (130,635)       -                  (130,635)       
Option reserve on recognition of bonus element 
of options -                1,018,819     -                -                  1,018,819      
Sub-total 14,559,453   1,193,123     (49,380)         2,848,725        18,551,921    
Dividends paid or provided -                -                -                -                  -                

Balance at 31 December 2007 14,559,453   1,193,123     (49,380)         2,848,725        18,551,921    

The accompanying notes form part of these financial statements

Issued Capital

Issued Capital
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Forge Group Limited
A.B.N. 58 065 446 226

Consolidated Cash Flow Statement
For the Half-Year Ended 31 December 2007

31 December 
2007

31 December 
2006

$ $

Cash flows from operating activities 

Receipts from customers 47,027,228        42,693,494        
Payments to suppliers and employees (38,227,225)       (37,638,173)       
Other revenue 3,772                 24,389               
Interest paid (102,263)            (113,625)            
Income taxes paid (859,547)            -                     

Net cash (outflow)/inflow from operating activities 7,841,965        4,966,085          

Cash flows from investing activities 

Payments for property, plant and equipment (2,529,132)         (519,672)            
Payments for intangible assets (62,405)              -                     
Proceeds from sale of property, plant and equipment 102,644             1,592                 
Payment for subsidiary, net of cash acquired (2,000,000)         76,271               
Repayment of loans by related parties -                     157,493             
Interest received 194,715             96,373               

Net cash (outflow)/inflow from investing activities (4,294,178)       (187,943)            

Cash flows from financing activities 

Repayment of borrowings (1,061,291)         (755,631)            

Net cash inflow/(outflow) from financing activities (1,061,291)       (755,631)            

Net increase/(decrease) in cash and cash equivalents 2,486,496        4,022,511          

Cash and cash equivalents at the beginning of the period 3,488,885          2,902,840          

Cash and cash equivalents at the end of the period 5,975,381          6,925,351          

The above cash flow statement should be read in conjunction 
with the accompanying notes.
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Forge Group Limited
A.B.N. 58 065 446 226

Notes to the Financial Statements
For the Half-Year Ended 31 December 2007

1.  BASIS OF PREPARATION

The half-year report does not include full disclosures of the type normally included in an annual financial report.

Reporting Basis and Conventions

•         AASB 7 – Financial Instruments: Disclosures
•         AASB 2005 -10 - Amendments to Australian Accounting Standards
           (AASB 132,101,114,117,133,139,1,4,1023 and 1038)
•         AASB 2007 - 4 – Amendments to Australian Accounting Standards Arising from ED 151 and Other
           Amendments
•         AASB 2007 – 5 – Amends AASB 102 Inventories
•         Interpretation 8 – Scope of AASB 2
•         Interpretation 9 – Reassessment of Embedded Derivatives
•         Interpretation 10 – Interim Financial Reporting and Impairment 
•         Interpretation 11 – Share based payments”

The half-year consolidated financial statements are a general purpose financial report prepared in accordance with the
requirements of the Corporations Act 2001 , Australian Accounting Standard AASB 134: Interim Financial Reporting,
Australian Accounting Interpretations and other authoritative pronouncements of the Australian Accounting Standards
Board.

It is recommended that this financial report be read in conjunction with the annual financial report for the year ended 30
June 2007 and any public announcements made by Forge Group Limited and its controlled entities during the half-year in
accordance with continuous disclosure requirements arising under the Corporations Act 2001 .

The accounting policies have been consistently applied by the entities in the consolidated group and are consistent with
those in the June 2007 financial report.

The half-year report has been prepared on an accruals basis and is based on historical costs modified by the revaluation of
selected non-current assets, financial assets and financial liabilities for which the fair value basis of accounting has been
applied.

(a) As at 31 December 2006, Forge Group Limited was an unlisted public company with contributed equity of $2.
Accordingly, the earnings per share has not been disclosed for the prior period as it does not provide a meaningful
comparison.

(b) Since 1 July 2007 the group has adopted the following Standards and Interpretations, mandatory for annual periods
beginning on or after 1 July 2007. Adoption of these Standards and Interpretations did not have any effect on the financial
position or performance of the group.
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Forge Group Limited
A.B.N. 58 065 446 226

Notes to the Financial Statements
For the Half-Year Ended 31 December 2007

2.  SEGMENT INFORMATION

(a)  Description of segments

Business segments
The consolidated group operates in the engineering sector and does not have distinguishable business segments.

Geographical segments
The consolidated group's business segments are located in Australia and Ghana.

(b)   Primary Reporting - Geographical Segments

Australia Ghana
Total 

Operations Eliminations
Consolidated 
Operations

Half-Year to 31 December 2007

Sales to external customers    38,001,276      2,439,198    40,440,474                  -         40,440,474 
Other revenue/income         188,898             9,246         198,144                  -              198,144 

Total segment revenue/income    38,190,174      2,448,444    40,638,618                  -         40,638,618 

Segment result      3,922,969         355,177      4,278,146                  -           4,278,146 

Unallocated revenue less unallocated 
expenses                 -                      -                     - 

Profit before income tax      4,278,146                  -           4,278,146 
Income tax expense    (1,545,285)                  -          (1,545,285)

Profit for the year after tax      2,732,861                  -           2,732,861 

Half-Year to 31 December 2006

Sales to external customers    37,907,656         347,693    38,255,349                  -         38,255,349 
Other revenue/income                 -                     -                     -                      -                     - 

Total segment revenue/income    37,907,656         347,693    38,255,349                  -         38,255,349 

Segment result      1,735,945         (82,969)      1,652,976                  -           1,652,976 
Unallocated revenue less unallocated 
expenses                 -                      -                     - 

Profit before income tax      1,652,976                  -           1,652,976 
Income tax expense       (516,588)                  -             (516,588)

Profit for the year after tax      1,136,388                  -           1,136,388 
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Forge Group Limited and Controlled Entities
A.B.N. 58 065 446 226

Notes to the Financial Statements
For the Half-Year Ended 31 December 2007

31 December 
2007

31 December 
2006

$ $

3.  REVENUE

From continuing operations 

Sales revenue
Sale of goods 6,860                 -                     
Services 40,433,614        38,255,349        

40,440,474      38,255,349        

Other revenue 
Interest 194,715             96,373               

194,715           96,373               

40,635,189        38,351,722        

4.  OTHER INCOME

Sundry Income 3,429                 22,172               

3,429                 22,172               

5.  EXPENSES
31 December 

2007
31 December 

2006
Profit before income tax includes the following specific 
expenses:- $ $

Depreciation of plant and equipment 498,851             414,526             
Amortisation of intangibles 57,364               27,137               
Total depreciation and amortisation 556,215             441,663             

Interest and finance charges paid/payable 102,263             113,625             
Net loss on disposal of plant and equipment 33,772               2,358                 
Rental expense relating to operating leases 273,886             236,615             
Options issued to key management personnel 1,018,819          -                     
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Forge Group Limited
A.B.N. 58 065 446 226

Notes to the Financial Statements
For the Half-Year Ended 31 December 2007

6.   AFTER BALANCE SHEET DATE EVENTS

Acquisition of Abesque Engineering & Construction Ltd ("Abesque") via the acquisition of Alanthus 
Nominees Pty Ltd ("Alanthus")

The fair value of the identifiable assets and liabilities of Abesque as at the date of acquisition are as follows:

Fair Value
$

Current Assets
Cash and cash equivalents          305,247 
Trade and other receivables     12,120,339 
Inventories          624,949 
Other assets          316,367 

Total Current Assets    13,366,902 

Non-Current Assets
Deferred Tax Assets            98,086 
Property, Plant and Equipment     12,359,217 

Total Non-Current Assets    12,457,303 

Total Assets     25,824,205 

Current Liabilities
Trade and other payables     12,379,995 
Interest Bearing Liabilities       1,078,558 
Current Tax Liabilities         (632,966)

Total Current Liabilities    12,825,587 

Non-Current Liabilities
Interest Bearing Liabilities       4,217,378 
Deferred Tax Liabilities       1,618,129 
Provisions              6,860 

Total Non-Current Liabilities      5,842,367 

Total Liabilities    18,667,954 

Net assets acquired       7,156,251 

Forge Group Ltd ("Forge" or "the Company") announced on 30 November 2007 that it had entered into an
agreement with the shareholders of Alanthus Nominees Pty Ltd, the holding company of Abesque, to purchase
all of the issued capital of Alanthus. Abesque is an EPC (engineering, procurement and construction) company
operating from locations in Nedlands and Welshpool, Western Australia.

On 1 February 2008, the Company settled the transaction with the shareholders of Alanthus and full ownership
was assumed from that date. The effective date of the transaction was 1 January 2008.

The total cost of the combination was $27.5 million and comprised 14 million Forge shares (deemed value of
$1.25) and $10 million in cash. Due diligence, legal and other costs are still to be determined, however, are
estimated to be approximately $230,000.
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Forge Group Limited
A.B.N. 58 065 446 226

Notes to the Financial Statements
For the Half-Year Ended 31 December 2007

Business Combination Cost
Equity Issue     17,500,000 
Cash consideration     10,000,000 
Due diligence and settlement costs          230,000 

   27,730,000 

Goodwill arising on acquisition     20,573,749 

CASH FLOW IMPACT
Combination cost settled in cash 10,230,000    
Deduct Cash and Cash Equivalents acquired (305,247)       

Net acquisition cash cost of subsidiary 9,924,753      

The report and approval for the transaction was given at a general meeting of shareholders held on 16 January
2008.

A Notice of Meeting and Explanatory Memorandum dated 12 February 2008 was recently sent to shareholders
of the Company. The General Meeting will seek a special resolution by shareholders to enable each of
Abesque and Alanthus to enter into the transaction without contravening section 260A of the Corporations Act.
The reason for the giving of financial assistance by Abesque and Alanthus is therefore to enable the
acquisition to be implemented.

No other matters or circumstances have arisen since the end of the financial year which significantly or may
significantly affect the operations of the economic entity, the results of those operations, or the state of affairs
of the economic entity in future financial years.

At the date of settlement shares in the company traded on the Australian Securities Exchange in a range of
$1.25 to $1.30.
The goodwill arising on the Abesque transaction pertains to the directors assessment of the business valuation
based on the future maintainable earnings of Abesque. Goodwill represents the difference between the
business valuation and the net tangible assets.
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Forge Group Limited
A.B.N. 58 065 446 226

Notes to the Financial Statements
For the Half-Year Ended 31 December 2007

7.  COMMITMENTS AND CONTINGENCIES

8.  SHARE OPTIONS

Ordinary share options No.
Opening balance 1 July 2007 5,800,000          
Granted on 30 November 2007 2,000,000          

Closing balance at 31 December 2007 7,800,000          

Exercisable at 31 December 2007 5,300,000          

At a general meeting of shareholders held on 30 November 2007 
approval was given to issue a total of 2 million options to Mr AB 
Ellison.  The options so approved are in two classes:-

1,000,000 Class B Options, each exercisable on or before 30 
May 2012 at an exercise price of 35 cents for no consideration.

1,000,000 Class C Options, each exercisable on or before 30 
May 2012 at an exercise price of 35 cents for no consideration.

The value of these options were determined using the "Black-
Scholes" method and expensed in the current period where the 
options had vested.  Unvested options are amortised from the 
grant date to the date of vesting.

The only changes to commitments and contingencies disclosed in the most recent annual financial report are specified 
below.

During the period ended 31 December 2007, the Group financed the acquisition of various items of plant and
equipment under hire purchase agreements expiring within 3 years. The total amount financed during the period was
$924,991.
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Forge Group Limited and Controlled Entities
A.B.N. 58 065 446 226

Directors' Declaration

The directors of the company declare that:

In the opinion of the directors:

1. The financial statements and notes, as set out on pages 4 to 13:

a. comply with Accounting Standard AASB 134 Interim Financial Reporting and the Corporations Regulations; and

b.

2.

This declaration is made in accordance with a resolution of the Board of Directors.

P G Hutchinson

Managing Director

Perth

Dated this 28th day of February 2008

give a true and fair view of the consolidated group's financial position as at 31 December 2007 and or its

performance for the half-year ended on that date.

In the directors' opinion there are reasonable grounds to believe that the company will be able to pay its debts as and

when they become due and payable.
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INDEPENDENT AUDITOR’S REVIEW REPORT 

 

TO THE MEMBERS OF FORGE GROUP LIMITED AND CONTROLLED ENTITIES 

 

Report on the half-year financial report 

 
We have reviewed the accompanying half-year financial report of Forge Group Limited (the 
Company) and the entities it controlled (the consolidated entity), which comprises the 
condensed balance sheet as at 31 December 2007, and the condensed income statement, 
condensed statement of changes in equity and condensed cash flow statement for the half-
year ended on that date, a description of accounting policies, and other selected explanatory 
notes. The consolidated entity comprises both Forge Group Limited (the Company) and the 
entities it controlled during that half-year. 
 
Directors’ responsibility for the half-year financial report 

 
The directors of the consolidated entity are responsible for the preparation and fair 
presentation of the half-year financial report in accordance with Australian Accounting 
Standards including the Australian Accounting Interpretations and the Corporations Act 
2001. This responsibility includes establishing and maintaining internal control relevant to 
the preparation and fair presentation of the half-year financial report that is free from 
material misstatement, whether due to fraud or error; selecting and applying appropriate 
accounting policies; and making accounting estimates that are reasonable in the 
circumstances. 
 
Auditor’s responsibility 

 
Our responsibility is to express a conclusion on the half-year financial report based on our 
review.  We conducted our review in accordance with Auditing Standard on Review 
Engagement ASRE 2410: Review of an Interim Financial Report Performed by the Independent 
Auditor of the Entity, in order to state whether, on the basis of the procedures described, we 
have become aware of any matter that makes us believe that the financial report is not in 
accordance with the Corporations Act 2001 including giving a true and fair view of the 
consolidated entity’s financial position as at 31 December 2007 and its performance for the 
half-year ended on that date; and complying with Accounting Standard AASB 134: Interim 
Financial Reporting and the Corporations Regulations 2001.  As the auditor of Forge Group 
Limited, ASRE 2410 requires that we comply with the ethical requirements relevant to the 
audit of the annual financial report. 
 
A review of a half-year financial report consists of making enquiries, primarily of persons 
responsible for financial and accounting matters, and applying analytical and other review 
procedures.  A review is substantially less in scope than an audit conducted in accordance 
with Australian Auditing Standards and consequently does not enable us to obtain assurance 
that we would become aware of all significant matters that might be identified in an audit.  
Accordingly, we do not express an audit opinion.  
 

Grant Thornton (WA) Partnership 
ABN: 17 735 344 518 
Level 1 
10 Kings Park Road 
West Perth WA 6005 
PO BOX 570 
West Perth WA 6872 
 

T  +61 8 9480 2000 
F  +61 8 9322 7787 
E  admin@gtwa.com.au 
W  www.grantthornton.com.au 

 

 

  

Liability limited by a scheme approved under Professional Standards Legislation. 
 

Grant Thornton (WA) Partnership is an independent business entitled to trade under the international name Grant Thornton.  

Grant Thornton is a trademark owned by Grant Thornton International and used under licence by independent firms and entities throughout the world. 
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Independence 

 
In conducting our review, we complied with the independence requirements of the 
Corporations Act 2001.   
 

Conclusion 

 
Based on our review, which is not an audit, we have not become aware of any matter that 
makes us believe that the half-year financial report of Forge Group Limited is not in 
accordance with the Corporations Act 2001, including: 
 
(a) giving a true and fair view of the consolidated entity’s financial position as at 31 

December 2007 and of its performance for the half-year ended on that date. 
(b) complying with Accounting Standard AASB 134: Interim Financial Reporting and 

Corporations Regulations 2001. 
 

 

 

 

 

 

GRANT THORNTON (WA) PARTNERSHIP 
 
 
 
 
 
 
MJ HILLGROVE  
Partner  
Perth  
 
Date: 28th February 2008 

 

 




