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Forward-Looking Statements

The discussions in this Quarterly Report contain forward-looking statements reflecting our current expectations that
involve risks and uncertainties. When used in this Report, the words “anticipate”, expect”, “plan”, “believe”,

“seek”, “estimate” and similar expressions are intended to identify forward-looking statements. These are statements
that relate to future periods and include, but are not limited to, statements about the features, benefits and
performance of our products, our ability to introduce new product offerings and increase revenue from existing
products, expected expenses including those related to selling and marketing, product development and general and
administrative, our beliefs regarding the health and growth of the market for our products, anticipated increase in our
customer base, expansion of our products functionalities, expected revenue levels and sources of revenue, expected
impact, if any, of legal proceedings, the adequacy of liquidity and capital resource, and expected growth in business.
Forward-looking statements are subject to risks and uncertainties that could cause actual results to differ materially
from those projected. These risks and uncertainties include, but are not limited to, market acceptance for our
products, our ability to attract and retain customers for existing and new products, our ability to control our expenses,
our ability to recruit and retain employees, legislation and government regulation, shifts in technology, global and
local business conditions, our ability to effectively maintain and update our product and service portfolio, the strength
of competitive offerings, the prices being charged by those competitors and the risks discussed elsewhere herein.
These forward-looking statements speak only as of the date hereof. We expressly disclaim any obligation or
undertaking to release publicly any updates or revisions to any forward-looking statements contained herein to reflect
any change in our expectations with regard thereto or any change in events, conditions or circumstances on which
any such statement is based.

All references in this Form 10-K that refer to the “Company”’, “WORKHORSE GROUP”, “Workhorse”, “we,” “us” or “our” a
WORKHORSE GROUP INC. and unless otherwise differentiated, its wholly-owned subsidiaries, Workhorse
Technologies Inc. and Workhorse Motor Works Inc.
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PART I - FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

Workhorse Group, Inc.
Consolidated Balance Sheets
September 30, 2016 and December 31, 2015

September 30, December 31,
2016 2015
(Unaudited)
Assets
Current assets:
Cash and cash equivalents $3,049,253 $7,677,163
Accounts receivable 536,600 -
Inventory 3,568,972 78,917
Prepaid expenses and deposits 144,183 3,149,289
7,299,008 10,905,369
Property, plant and equipment, net 3,598,138 3,736,359
$10,897,146  $14,641,728
Liabilities and Stockholders' Equity (Deficit)
Current liabilities:
Accounts payable $3,232,126 $ 1,606,695
Accounts payable, related parties 55,904 399,542
Notes payable - 13,534,426
Shareholder advances 1,420,773 111,700
Current portion of long-term debt 50,000 2,772,500
4,758,803 18,424,863

Long-term debt

Stockholders' equity (deficit):

Series A preferred stock, par value of $.001 per share 75,000,000 shares authorized, O
shares issued and outstanding at September 30, 2016 and December 31, 2015
26,369 18,205
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Common stock, par value of $.001 per share 50,000,000 shares authorized,
26,369,003 shares issued and outstanding at September 30, 2016 and 18,204,923
shares issued and outstanding at December 31, 2015

Additional paid-in capital 55,599,550 33,557,615
Stock based compensation 6,608,470 6,158,390
Accumulated deficit (56,096,046 ) (43,517,345)

6,138,343 (3,783,135 )

$10,897,146  $14,641,728

See accompanying notes to the consolidated financial statements.
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Workhorse Group, Inc.
Consolidated Statements of Operations
For the Three and Nine Months Ended September 30, 2016 and 2015

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2016 2015 2016 2015
Sales $1,906,000 $72,000 $3,376,600 $139,980
Cost of Sales 4,173,364 - 6,932,416 -
Gross loss (2,267,364 ) 72,000 (3,555,816 ) 139,980
Operating Expenses
Selling, general and administrative 1,968,260 1,789,435 4,755,642 2,758,245
Research and development 1,024,470 1,745,981 4,224,208 2,618,215
Total operating expenses 2,992,730 3,535,416 8,979,850 5,376,461
Interest expense, net 2,765 329,692 43,035 437,919
Net loss $(5,262,859 ) $(3,793,108 ) $(12,578,701) $(5,674,400 )
Basic and diluted loss per share $(0.25 ) $(0.24 ) $(0.61 ) $(0.36 )

Weighted average number of common shares outstanding 20,665,480 15,817,267 20,665,480 15,817,267

See accompanying notes to the consolidated financial statements.
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Workhorse Group, Inc.

Consolidated Statements of Cash Flows

For the Nine Months Ended September 30, 2016 and 2015
(Unaudited)

2016 2015
Cash flows from operating activities:
Net loss $(12,578,701) $(5,674,400)
Adjustments to reconcile net loss from operations to cash used by operations:
Depreciation 286,316 281,774
Stock based compensation 853,609 279,335
Legal, consulting and investment services - 168,873
Interest expense paid in kind - 247,500
Write down of inventory 78,917 193,778
Effects of changes in operating assets and liabilities:
Accounts receivable (536,600 ) -
Inventory (3,568,972 ) -
Prepaid expenses and deposits 733,469 (12,364 )
Accounts payable 1,737,918 406,262
Accounts payable, related parties (343,638 ) (65,797 )
Net cash used by operations (13,337,682) (4,175,038)
Cash flows from investing activities:
Capital expenditures (148,095 ) (32,529 )
Net cash used by investing activities (148,095 ) (32,529 )
Cash flows from financing activities:
Proceeds from notes payable - 1,172,000
Payments on long-term debt (2,722,500 ) (5,045 )
Shareholder advances, net of repayments 1,309,073 1,712,200
Issuance of common and preferred stock - 1,027,032
Exercise of warrants and options 10,271,294 -
Net cash provided by financing activities 8,857,867 3,906,187
Change in cash and cash equivalents (4,627,910 ) (301,380 )
Cash at the beginning of the period 7,677,163 442257

Cash at the end of the period 3,049,253 140,877
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Supplemental disclosure of non-cash activities:

Notes payable of $13,534,426 and Accounts Payable of $112,487, net of $2,271,637 in prepaid expenses related to the
2015 PPM offering, were converted to equity during the nine months ended September 30, 2016.

Certain options and warrants were exercised utilizing an allowed cashless method. These cashless exercises resulted in
an increase to common stock of $83, an increase to additional paid in capital of $378,446 and a decrease to stock
based compensation in equity of $375,529 during the nine months ended September 30, 2016.

See accompanying notes to the consolidated financial statements.
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Workhorse Group Inc.
Notes to Consolidated Financial Statements

(Unaudited)

1.SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES

The following accounting principles and practices are set forth to facilitate the understanding of data presented in the
financial statements:

Nature of operations and principles of consolidation

Workhorse Group Inc. (Workhorse, the Company, we, us or our) designs, develops, manufactures, and sells
high-performance, medium-duty trucks with advanced powertrain components under the Workhorse chassis brand.

Workhorse, formerly known as Title Starts Online, Inc. and AMP Holding Inc., was incorporated in the State of
Nevada in 2007 with $3,100 of capital from the issuance of common shares to the founding shareholder. On August
11, 2008, the Company received a Notice of Effectiveness from the U.S. Securities and Exchange Commission, and

on September 18, 2008, the Company closed a public offering in which it accepted subscriptions for an aggregate of
200,000 shares of its common stock, raising $50,000 less offering costs of $46,234. With this limited capital, the
Company did not commence operations and remained a “shell company” (as defined in Rule 12b-2 under the Securities
Exchange Act of 1934, as amended).

On December 28, 2009, the Company entered into and closed a Share Exchange Agreement with the Shareholders of
Advanced Mechanical Products, Inc. (n/k/a AMP Electric Vehicles, Inc.) (AMP) pursuant to which the Company
acquired 100% of the outstanding securities of AMP in exchange for 14,890,904 shares of the Company’s common
stock. Considering that, following the merger, the AMP Shareholders control the majority of the outstanding voting
common stock of the Company, and effectively succeeded the Company’s otherwise minimal operations to those that
are AMP. AMP is considered the accounting acquirer in this reverse-merger transaction. A reverse-merger transaction
is considered and accounted for as a capital transaction in substance; it is equivalent to the issuance of AMP securities
for net monetary assets of the Company, which are de minimis, accompanied by a recapitalization. Accordingly,
goodwill or other intangible assets have not been recognized in connection with this reverse merger transaction. AMP
is the surviving entity and the historical financials following the reverse merger transaction will be those of AMP. The
Company was a shell company immediately prior to the acquisition of AMP pursuant to the terms of the Share
Exchange Agreement. As a result of such acquisition, the Company operations are now focused on the design,

11
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marketing and sale of vehicles with an all-electric power train and battery systems. Consequently, we believe that
acquisition has caused the Company to cease to be a shell company as it now has operations. The Company formally
changed its name to AMP Holding Inc. on May 24, 2010.

Since the acquisition, the Company has devoted the majority of its resources to the development of an all-electric
drive system capable of moving heavy large vehicles ranging from full size SUV’s up to and including Medium Duty
Commercial trucks. Additionally, in February 2013, the Company formed a new wholly owned subsidiary, Workhorse
Motor Works Inc. (f/k/a AMP Trucks Inc.), an Indiana corporation. On March 13, 2013, Workhorse Motor Works Inc.
closed on the acquisition of an asset purchase of assets from Workhorse Custom Chassis, LLC. The assets included in
this transaction included: The Workhorse brand, access to the dealer network of 440 dealers nationwide, intellectual
property, and all physical assets which included the approximately 250,000 sq. ft. of facilities on 48 acres of land in
Union City, Indiana. This acquisition allows the Company to position itself as a medium duty OEM capable of
producing new chassis with electric, propane, compressed natural gas, and hybrid configurations, as well as gasoline
drive systems.

On April 16, 2015, the Company filed Articles of Merger with the Secretary of State of the State of Nevada to change
the name from “AMP Holding Inc.” to “Workhorse Group Inc.”. The Company believed that this change will allow
investors, customers and suppliers to better associate the Company with the Workhorse brand, which is well known in
the market.

12
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Basis of presentation

The financial statements have been prepared on a going concern basis, which contemplates the realization of assets

and liquidation of liabilities in the normal course of business. However, the Company has limited revenues and a
history of negative working capital and stockholders’ deficits. These conditions raise substantial doubt about the ability
of the Company to continue as a going concern.

In view of these matters, continuation as a going concern is dependent upon the continued operations of the Company,
which, in turn, is dependent upon the Company's ability to meet its financial requirements, raise additional capital, and
successfully carry out its future operations. The financial statements do not include any adjustments to the amount and
classification of assets and liabilities that may be necessary, should the Company not continue as a going concern.

The Company has continued to raise capital. Management believes the proceeds from these offerings, future offerings,
and the Company’s anticipated revenue, provides an opportunity to continue as a going concern. If additional funding
is required, the Company plans to obtain working capital from either debt or equity financing from the sale of
common stock, preferred stock, and/or convertible debentures. Obtaining such working capital is not assured. The
Company is currently starting production and is switching focus from R&D to manufacturing.

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the amounts reported in the financial statements and
accompanying notes. Actual results could differ from these estimates.

Certain reclassifications were made to the prior year financial statements to conform to the current year presentation.
These reclassifications had no effect on previously reported results of operation or stockholders’ equity (deficit).

Financial instruments

The carrying amounts of financial instruments including cash, inventory, accounts payable and short-term debt
approximate fair value because of the relatively short maturity of these instruments.

Accounts receivable

13
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Accounts receivable consist of collectible amounts for products and services rendered. The Company carries its
accounts receivable at invoice amount less an allowance for doubtful accounts. On a periodic basis, the Company
evaluates its accounts receivable and establishes an allowance for doubtful accounts based on a history of past
write-offs and collections and current credit conditions. The Company generally does not require collateral for
accounts receivable.

Inventory

Inventory is stated at the lower of cost or market under the average method, and consist of parts and work in process.

Property, plant and equipment, net

Property and equipment is recorded at cost. Major renewals and improvements are capitalized while replacements,
maintenance and repairs, which do not improve or extend the lives of the respective assets, are expensed. When

property and equipment is retired or otherwise disposed of, a gain or loss is realized for the difference between the net

book value of the asset and the proceeds realized thereon. Depreciation is calculated using the straight-line method,
based upon the following estimated useful lives:

Buildings: 15 - 30 years
Leasehold improvements: 7 years
Software: 3 - 6 years

Equipment: 5 years

Vehicles and prototypes: 3 - 5 years

14
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Capital stock

On April 22, 2010, the directors of the Company approved a forward stock split of the common stock of the Company
on a 14:1 basis. On May 12, 2010, the stockholders of the Company voted to approve the amendment of the certificate
of incorporation resulting in a decrease of the number of shares of common stock. Management filed the certificate of
amendment decreasing the authorized shares of common stock with the State of Nevada on September 8, 2010. On
February 11, 2015, the Company filed a certificate of amendment to its articles of incorporation to increase the
authorized shares of common stock to 50,000,000.

On December 9, 2015, the Company filed a Certificate of Amendment to its Certificate of Incorporation to implement

a one-for-ten reverse split of the Corporation’s issued and outstanding common stock (the “Reverse Stock Split”), as
authorized by the stockholders of the Company. The Reverse Stock Split became effective at the open of trading on
December 11, 2015 (the “Effective Date”). As of the Effective Date, every ten shares of issued and outstanding common
stock were combined into one newly issued share of common stock. No fractional shares were issued in connection

with the Reverse Stock Split. Total cash payments made by the Company to stockholders in lieu of fractional shares

was not material.

All references in the financial statements and MD&A to number of common shares, price per share and weighted
average shares of common stock have been adjusted to reflect the Reverse Stock Split on a retroactive basis for all
prior periods presented, unless otherwise noted, including reclassifying an amount equal to the reduction in par value
of common stock to additional paid in capital.

The capital stock of the Company is as follows:

Preferred Stock - The Company has authorized 75,000,000 shares of preferred stock with a par value of $.001 per
share. These shares may be issued in series with such rights and preferences as may be determined by the Board of
Directors. There are no shares of preferred stock outstanding.

Common Stock - The Company has authorized 50,000,000 shares of common stock with a par value of $0.001 per
share.

Revenue recognition / customer deposits

15
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It is the Company's policy that revenues will be recognized in accordance with SEC Staff Bulletin (SAB) No. 104,
"Revenue Recognition". Under SAB 104, product revenues (or service revenues) are recognized when persuasive
evidence of an arrangement exists, delivery has occurred (or service has been performed), the sales price is fixed and
determinable, and collectability is reasonably assured.

Income taxes

With the consent of its shareholders, at the date of inception, the Company elected under the Internal Revenue Code to
be taxed as an S corporation. Since shareholders of an S corporation are taxed on their proportionate share of the
Company’s taxable income, an S corporation is generally not subject to either federal or state income taxes at the
corporate level. On December 28, 2009, pursuant to the merger transaction the Company revoked its election to be
taxed as an S-corporation.

16
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As no taxable income has occurred from the date of this merger to September 30, 2016 cumulative deferred tax assets
of approximately $15.5 million are fully reserved, and no provision or liability for federal or state income taxes has
been included in the financial statements. Carryover amount are:

Carryover
to be
Approximate used
net against
operating taxable
loss income
($ millions)  generated
through
year
3.6 2030
6.7 2031
39 2032
4.7 2033
6.1 2034
9.0 2035
11.7 2036

Research and development costs

The Company expenses research and development costs as they are incurred. Research and Development costs were
approximately $4.2 million and $2.6 million for the nine-months period ended September 30, 2016 and 2015
respectively, consisting primarily of personnel costs for our teams in engineering and research, prototyping expense,
and contract and professional services. Union City plant expenses prior to the start of production are also included in
research and development expenses. The Company began increased production during the nine months ended
September 30, 2016, decreasing emphasis on R&D.

Basic and diluted loss per share

Basic loss per share is computed by dividing net loss available to common shareholders (numerator) by the weighted
average number of shares outstanding (denominator) during the period. For all periods, all of the Company’s common
stock equivalents were excluded from the calculation of diluted loss per common share because they were
anti-dilutive, due to the Company’s net losses.

17
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Stock based compensation

The Company accounts for its stock based compensation in accordance with “Share-Based Payments” (codified in
FASB ASC Topic 718 and 505). The Company recognizes in its consolidated statement of operations the grant-date
fair value of stock options and warrants issued to employees and non-employees. The fair value is estimated on the
date of grant using a lattice-based valuation model that uses assumptions concerning expected volatility, expected
term, and the expected risk-free rate of return. For the awards granted, the expected volatility was estimated by
management as 50% based on a range of forecasted results. The expected term of the awards granted was assumed to
be the contract life of the option or warrant (one, two, three, five or ten years as determined in the specific
arrangement). The risk-free rate of return was based on market yields in effect on the date of each grant for United
States Treasury debt securities with a maturity equal to the expected term of the award.

Related party transactions

Certain stockholders and stockholder family members have advanced funds or performed services for the Company.
These services are believed to be at market rates for similar services from non-related parties. Related party accounts
payable are segregated in the balance sheet.

Subsequent events

The Company evaluates events and transactions occurring subsequent to the date of the consolidated financial
statements for matters requiring recognition or disclosure in the consolidated financial statements. The accompanying
consolidated financial statements consider events through November 14, 2016, the date on which the consolidated
financial statements were available to be issued.

18
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2.INVENTORY

As of September 30, 2016 and December 31, 2015, our inventory consisted of the following:

2016 2015
(Unaudited)
Parts $2,075,560 $78,917
Work in Progress 1,493,412 -
$3,568,972 $78,917

3.PROPERTY, PLANT AND EQUIPMENT, NET

As of September 30, 2016 and December 31, 2015, our property, plant and equipment, net, consisted of the following:

September 30, December 31,

2016 2015

(Unaudited)
Land $ 300,000 $ 300,000
Buildings 3,800,000 3,800,000
Leasehold Improvements 19,225 19,225
Software 62,912 27,721
Equipment 808,512 724,507
Vehicles and prototypes 227,864 198,965

5,218,513 5,070,418

Less accumulated depreciation (1,620,375 ) (1,334,059 )
$ 3,598,138 $3,736,359

4.LONG-TERM DEBT

Long-term debt consists of the following:

September 30, December 31,

2016
(Unaudited)
Secured debenture payable to Workhorse Custom Chassis, LLC, due March 2016 plus $ -
interest at 10%. The debenture is secured by the real estate and related assets of the

2015

$2,722,500

19
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plant located in Union City, Indiana. Note was paid on February 2016.
Note payable to the City of Loveland, due in annual installments of $10,241 including

interest with the final payment due October 2016. Interest rate amended to 8.00%.
The note is unsecured and contains restrictions on the use of proceeds.

Less current portion
Long term debt

10

50,000

50,000
50,000

50,000

2,772,500
2,772,500
$-

20
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The note payable to the City of Loveland contains job creation incentives whereby each annual payment may be
forgiven by the City upon the Company meeting minimum job creation benchmarks. This loan agreement amended
the incentives to 30 full time employees within the City of Loveland with payroll totaling $135,000 by October 31,
2013 and 40 employees with payroll totaling $175,000 by July 31, 2014, continuing with an average of 40 employees
with payroll totaling $175,000 thereafter. The proceeds from this loan were to be used for qualified disbursements
only, and the Company has been notified it did not meet the requirements for qualified disbursements and for
forgiveness of the 2012 principal and interest payment, which is past due. In 2013 the Company made payments to an
escrow account totaling $22,900.

S.SHAREHOLDER AND RELATED PARTY ADVANCES

As of September 30, 2016, the Company had deposits for approximately $1.4 million that were not yet issued as
common stock. The stock is expected to be issued during the fourth quarter of 2016.

6.LEASE OBLIGATIONS

On October 1, 2011, the Company began leasing operating facilities under an agreement expiring on March 30, 2018.
Total rent expense under these operating type leases for the nine months ended September 30, 2016 and 2015 was
$120,000 and $116,000, respectively.

After September 30, 2016, the Company purchased the operating facilities. See Note 10.

11
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7.STOCK BASED COMPENSATION

Options to directors, officers and employees

The Company maintains, as adopted by the board of directors, the 2014 Stock Incentive Plan, the 2014 Stock
Compensation Plan, 2013 Incentive Stock Plan, the 2012 Incentive Stock Plan, the 2011 Incentive Stock Plan and the
2010 Stock Incentive Plan (the plans) providing for the issuance of up to 1,100,000 options to employees, officers,
directors or consultants of the Company. Incentive stock options granted under the plans may only be granted with an
exercise price of not less than fair market value of the Company’s common stock on the date of grant (110% of fair
market value for incentive stock options granted to principal stockholders). Non-qualified stock options granted under
the plans may only be granted with an exercise price of not less than 85% of the fair market value of the Company’s
common stock on the date of grant. Awards under the plans may be either vested or unvested options. The unvested
options vest ratably over two years for options with a five or three-year term and after one year for options with a
two-year term.

In addition to the plans, the Company has granted, on various dates, stock options to directors, officers and employees
to purchase common stock of the Company. The terms, exercise prices and vesting of these awards vary.

The following table summarizes option activity for directors, officers and employees:

Outstanding Stock Options

Weighted Weighted Weighted
Average
. Average Average
Options ; Grant =
. Number of Exercise . Remaining
Available . . Date Fair .
Options Price Exercise
for Grant Value
per per Term
Option Option in Months
Balance, December 31, 2014 80,907 1,667,068 $ 2.34 $ 152 41
Additional stock reserved 1,120,000 - $ - $ - -
Granted (443,436 ) 443436 $ 193 $ 1.29 55
Exercised - (130,070 ) $ 1.30 $ 0.75 -
Forfeited - - $ - $ - -
Expired - - $ - $ - -
Balance December 31, 2015 757,471 1,980,434 $ 2.21 $ 146 49
Additional stock reserved 500,000 - $ - $ - -
Granted (794,500 ) 794,500 $ 6.38 $ 2.82 58
Exercised - (120,250 ) $ 1.70 $ 0.46 -
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Forfeited - - $ - $ - -
Expired - - $ - $ - -
Balance September 30, 2016 462,971 2,654,684 $ 2.46 $ 1.53 43

The Company recorded $823,253 and $210,379 compensation expense for stock options to directors, officers and
employees for the nine months ended September 30, 2016 and 2015 respectively. As of September 30, 2016,
unrecognized compensation expense of $ 2,676,808 is related to non-vested options granted to directors, officers and
employees which is anticipated to be recognized over the next 42 months, commensurate with the vesting schedules.

Options to consultants

The Company has also granted, on various dates, stock options to purchase common stock of the Company to
consultants for services previously provided to the Company. The terms, exercise prices and vesting of these awards

vary.

12

23



Edgar Filing: Workhorse Group Inc. - Form 10-Q

The following table summarizes option activity for consultants:

Options

Available

for Grant
Balance, December 31, 2014 39,327
Additional stock reserved -
Granted -
Exercised -
Forfeited 59,976
Expired -
Balance December 31, 2015 99,303
Additional stock reserved -
Granted (9,000 )
Exercised -
Forfeited -
Expired

Balance September 30, 2016 90,303

Outstanding Stock Options

Weighted
Number Avera.ge
Exercise
of .
. Price
Options
per
Option
399,273 $ 1.27
- $ -
- $ -
(32,524 ) $ 0.10
(59,976) $ -
- $ -
306,773 '$ 0.36
- $ -
9,000 $ 4.99
(62,500) $ 0.63
- $ -
- $ -

253,273 '$ 0.49

Weighted

Average
Grant
Date Fair
Value
per
Option

$ 1.31

o
\O
[e%s}

oot =
RUNN o
[\SJENEN —_

L L PL L PSP PL P

—_
o
9

Weighted
Average
Remaining
Exercise
Term

in Months

50

The Company recorded $31,356 and $36,011 compensation expense for stock options to consultants for the nine
months ended September 30, 2016 and 2015 respectively. As of September 30, 2016, unrecognized compensation
expense of $137,941 is related to non-vested options granted to consultants which is anticipated to be recognized over

the next 29 months, commensurate with the vesting schedules.

Warrants to placement agent and consultants

The Company has compensated the placement agents for assisting in the sale of the Company’s securities by paying
the placement agent commissions and issuing the placement agent common stock purchase warrants to purchase
shares of the Company’s common stock. The warrants have a five-year term and various exercise prices.

The Company has also granted, on various dates, stock warrants to purchase common stock of the Company to
consultants for services previously provided to the Company. The terms, exercise prices and vesting of these awards

vary.
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The following table summarizes warrant activity for the placement agent and consultants:

Warrants

/eighted
verage
xercise Price
er Warrant

et profit (loss)

53

0)

29

31

721

mortisation of goodwill
8

4

4

53

68

npairment of mining assets

52
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A7

rofit on disposal of assets and subsidiaries

36)

)

280)

3)

336)

urrent and deferred taxation on exceptional items

31)

106)

[eadline earnings (loss)

74

2)

74

38

794

nrealised non-hedge derivatives and fair value
ains (losses) on interest rate swaps

14
07)
06
311)

70)
30
43)
15

30

22

97
001
628
arnings (loss) per ordinary share (cents)
Basic
O

8)
27

75

73
Diluted
O

8)
26

75
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69

Headline

04

)

03

18

05

Adjusted headline

06

27

23

05

31

ividends

Rm

53

37

cents per share

70

75

he results have been prepared in accordance with International Financial Reporting Standards (IFRS)
djusted headline earnings

djusted operating profit

he operating profit has been adjusted by the
llowing to arrive at adjusted operating profit:

he net profit has been adjusted by the following to
rive at headline earnings:

eferred tax on unrealised non-hedge derivatives and fair
alue gains (losses) on interest rate swaps
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004

003
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old income
53
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1
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8

Edgar Filing: Workhorse Group Inc. - Form 10-Q

30



Edgar Filing: Workhorse Group Inc. - Form 10-Q

)perating profit
7
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76

30
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orporate administration and other expenses
3)

6)

)
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)

)

)
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1)

)
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28)

iterest receivable
0

1

3
1
ther net income (expenses)

)

)

)
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inance costs
0)

7)

1)

8)

28)
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)
)
rofit (loss) before exceptional items

2
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)

)

)

23)

1)

npairment of mining assets

)

35)

)
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rofit on disposal of assets and subsidiaries

8

5

rofit (loss) on ordinary activities before taxation
0

5)

17

01

53
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13)

5

16)

19)

22)

rofit (loss) on ordinary activities after taxation
O

10)

01

2

31

linority interest
)

)

b

16)

12)

et profit (loss)
0
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7
O
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8

08
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[eadline earnings
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7
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5
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)
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)
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nrealised non-hedge derivatives and fair value
ains (losses) on interest rate swaps
)

1

11)

08

12)

8)
3
7)
|

1

53

07
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8

13

cents per share

6

1

he results have been prepared in accordance with International Financial Reporting Standards (IFRS).
Dividends are translated at actual rates on date of payment.
djusted headline earnings

djusted operating profit

he operating profit has been adjusted by the following

) arrive at adjusted operating profit:

eferred tax on unrealised non-hedge derivatives and fair

alue gains (losses) on interest rate swaps

he net profit has been adjusted by the following to

rive at headline earnings:
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ther non-current assets
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96

32
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9,798

3,268
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2,211

‘urrent assets
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003
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rade and other receivables
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461

316

ash and cash equivalents
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)

2
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762

541
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405
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8,262

2,402
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QUITY AND LIABILITIES
quity

0,178

0,782

1,222

1,056
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orrowings

360

088

383

758

rovisions

162

117

832

744

eferred taxation
463

268

986

011

erivatives

854

123

194

647

1,839
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‘urrent liabilities
urrent portion of borrowings
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340

264

rade and other payables
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940
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erivatives
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785
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OTAL EQUITY AND LIABILITIES
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he results have been prepared in accordance with International Financial Reporting Standards (IFRS).
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elates to heap leach operations.
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erivatives

23

34

A

1

146

145

450

200

‘urrent assets

ventories

91

31

00

55

rade and other receivables
76

01

19

39

ash and cash equivalents
40
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05
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urrent portion of other non-current assets
0

2
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08

473
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OTAL ASSETS
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860
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593
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291

299

07
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34

10

75

51

eferred taxation
307

328

08

78

erivatives

40

A1

29

37

372

308

009
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‘urrent liabilities
urrent portion of borrowings
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A1

51

26

rade and other payables
39
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50

05

axation

0

5

5

O

erivatives
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28

A1

45
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265

167

104

OTAL EQUITY AND LIABILITIES
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he results have been prepared in accordance with International Financial Reporting Standards (IFRS).
)

elates to heap leach operations.
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ash flow statement
Juarter

Juarter
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‘ash flows from operating activities
ash generated from operations
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3

1

6
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61

nvironmental and other expenditure
38)

3)

11)

8)

25)

ividends received from associates
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inance costs

189)

/8)

7)

142)
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axation paid

32)

6)

1)

193)

77)

et cash inflow from operating activities
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ash flows from investing activities
apital expenditure
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,012)

61)
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roceeds from disposal of mining assets
1

0

8

wvestments acquired
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)
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)

roceeds from disposal of investments
51

51

Acquisition) disposal of subsidiary
35)
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et loans advanced
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2
26

2

et cash outflow from investing activities
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,733)
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ash flows from financing activities
roceeds from issue of share capital

1
6
1
hare issue expenses

!
!
!

P N —

)

roceeds from borrowings
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0

182
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330

epayment of borrowings
57)
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366)
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ividends paid
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,270)

,442)

et cash (outflow) inflow from financing activities
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et (decrease) increase in cash and cash equivalents
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ranslation
3
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pening cash and cash equivalents
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losing cash and cash equivalents
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ash generated from operations
rofit (loss) on ordinary activities before taxation
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33)
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65
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djusted for:

lon-cash movements
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28)

5)
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lovement on non-hedge derivatives
5
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337)
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351)

mortisation of mining assets
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00
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706

284

eferred stripping costs
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10)

104)
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29)
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»3)
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19)
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inance costs
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7
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mortisation of goodwill
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4
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npairment of mining assets
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rofit on disposal of assets and subsidiaries
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)

280)

3)

336)

lovement in working capital
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142)

167)
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157)

)

23)

A
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130)
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142)
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ranslation
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otes

asis of preparation

he financial statements have been prepared in accordance with the historic cost convention except for certain financial instruments whi
alue. The group's accounting policies used in the preparation of these financial statements are consistent with those used in the annual f
or the year ended 31 December 2003.

he interim group financial statements of AngloGold Ashanti Limited have been prepared in accordance with International Financial Re
AS34), South African Statements of Generally Accepted Accounting Practices (AC127), in compliance with the JSE Securities Exchar
1d in the manner required by the South African Companies Act, 1973 for the preparation of financial information of the Group for the ¢
ionths ended 30 September 2004.

/here the presentation or classification of an item has been amended, comparative amounts have been reclassified to ensure comparabil
eriod. The amendments have been made to provide the users of the financial statements with additional information.

‘'ost of sales
Juarter ended

ine months ended
Juarter ended

ine months ended
ept 2004

une 2004

ept 2004

ept 2003

ept 2004

une 2004

ept 2004

ept 2003

naudited Unaudited Unaudited Unaudited Unaudited Unaudited Unaudited Unaudited
A Rand million

'S Dollar million
ash operating costs
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492

349
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34

78

122

23

ther cash costs

7

0
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03

J

3

O

5

otal cash costs
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572

585
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2

A
3

ehabilitation & other non-cash costs
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473
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mortisation of mining assets
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00
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284
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1

61
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wventory change
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, Taxation
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'ormal taxation
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eferred taxation
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Capital
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ept 2004
une 2004
ec
003
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ept 2004
une 2004
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A Rand million
'S Dollar million
rders plac ed and outstanding
n capital contracts at the
revailing rate of exchange
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50
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A2
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Shares
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ine months ended
ept 2004
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ept 2003
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rdinary shares of 25 SA cents each
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. redeemable preference shares of
0 SA cents each
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000,000 2,000,000 2,000,000 2,000,000
redeemable preference shares of
SA cent each
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78,896 778,896 778,896 778,896
sued share capital:

rdinary

ares

64,439,294

64,403,394 222,946,842 264,439,294 222,946,842
. redeemable preference shar es
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000,000

000,000 2,000,000 2,000,000 2,000,000
‘redeemable preference shar es

78,896

78,896 778,896 778,896 778,896

/eighted average number of ordinary
1ares for the period
asic ordinary shares
64,412,359
53,046,275 2227772,159 246,954,457 222,772,159
iluted number of ordinary shares
79,796,974
68,430,890 223,817,500 259,138,623 223,817,500
uring the quarter, 35,900 ordinary shares were allotted in terms of the AngloGold Share Incentive Scheme. All the preference shares ar
holly-owned subsidiary company.
Exchange
ates
ept 2004
une 2004
ec 2003
ept 2003
and/US dollar average for the year to date

and/Australian dollar average for the year to date
80

94

90

94

and/Australian dollar average for the quarter

and/Australian

ollar

osing

69 4.33 5.02 4.73
Attributable

80



Edgar Filing: Workhorse Group Inc. - Form 10-Q

iterest
Ithough AngloGold Ashanti holds a 66.7 % interest in Cripple Creek & Victor Gold Mining Company Limited, it is currently entitled t
ie cash flows from the operation until the loan, extended to the joint venture by AngloGold USA Inc., is repaid.

Announcements
1 On 5 August 2004, AngloGold Ashanti announced the sale of its Union Reefs assets to the Burnside
bint Venture, comprising subsidiaries of Northern Gold NL (50%) and Harmony Gold Mining Company Limited (50%), for a total cons
$4m. The Burnside Joint Venture is responsible for all future obligations associated with the assets, including remaining site rehabilitat
>clamation.
uarterly Report September 2004 www.AngloGoldAshanti.com
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2 The government of Guinea advised AngloGold Ashanti on 25 August 2004 that the embargo on the

xport of gold bullion from that country by AngloGold Ashanti had been lifted.

3 Inajoint announcement on 10 September 2004, AngloGold Ashanti confirmed its agreement to sell

s entire interest in Ashanti Goldfields Zimbabwe Limited to Mwana Africa Holdings (Pty) Limited for a cash consideration of $2.255m

perating asset of Ashanti Goldfields Zimbabwe Limited is the Freda-Rebecca Gold Mine.

4

n 11 October 2004 AngloGold Ashanti announced that it had signed an agreement with Philippines explorer Red 5 Limited to subscrib

| the expanded issued capital of Red 5 for a cash consideration of A$5.5m. This placement will be used to fund the exploration activitie

irrent mineral resources at the Siana Project, and to test the nearby porphyry gold-copper targets in the Surigao region of the Republic ¢
Dividend

iterim dividend No. 96 of 170 South African cents or 14.9591 UK pence or 2,484.82 cedis per share was paid to registered shareholder:

004, while a dividend of 7.7486 Australian cents per CHESS Depositary Interest (CDI) was paid on the same day. On 30 August 2004,

4.8482 cedis per Ghanaian Depositary Share (GhDS) was paid to holders thereof. Each CDI represents one-fifth of an ordinary share, ai

presents one ordinary share. A dividend was paid to holders of American Depositary Receipts (ADRs) on 7 September 2004 at a rate o

er American Depositary Share (ADS). Each ADS represents one ordinary share.

0. The group financial statements for the quarter and nine months ended 30 September 2004 were

ithorised for issue in accordance with a resolution of the directors passed on 27 October 2004. AngloGold Ashanti is a limited liability

icorporated in the Republic of South Africa.

y order of the Board

P EDEY

.M GODSELL

hairman

hief Executive Officer

7 October 2004

uarterly Report September 2004 www.AngloGoldAshanti.com
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A Rand million
'S Dollar million
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223
222
395
775
588
91
87
89
75
86

perating profit excluding unrealised non-hedge derivatives.

djusted operating profit plus amortisation of mining assets less non-cash revenues.

he results have been prepared in accordance with International Financial Reporting Standards (IFRS).

ased on risks and returns the directors consider that the primary reporting format is by business segment. The directors consider that the
usiness segment being mining, extraction and production of gold. Therefore the disclosures for the primary segment have already been
bbreviated financial statements. The secondary reporting format is by geographical analysis by origin.
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2
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003 restated to reflect the change in accounting treatment of ore reserve development expenditure.
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he results have been prepared in accordance with International Financial Reporting Standards (IFRS).
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g

z (000)

uarterly Report September 2004 www.AngloGoldAshanti.com
7

108



Edgar Filing: Workhorse Group Inc. - Form 10-Q

109



Edgar Filing: Workhorse Group Inc. - Form 10-Q

110



Edgar Filing: Workhorse Group Inc. - Form 10-Q

ey

perating results
ER REGION & OPERATION
Juarter

Juarter

ine months

ine months
Juarter

Juarter

ine months

ine months
nded

nded

nded

nded

nded

nded

nded

nded

eptember

une

eptember
eptember
eptember

une

eptember
eptember

004

004

004

003

004

004

004

003

A Rand / US Dollar
apital expenditure

Rm
apital expenditure

$m

OUTH AFRICA
20

10

446

505

0

7

19

92

111



aal River

reat Noligwa Mine
8

5

61

20

0

5

8

opanang Mine
8

1

05

76

5

)

au Lekoa Mine
1

0

15

3

7
1
urface Operations
0
0
4

0

loab Khotsong
19
10
A4
61

Edgar Filing: Workhorse Group Inc. - Form 10-Q

112



Edgar Filing: Workhorse Group Inc. - Form 10-Q

Vest Wits
Iponeng Mine
03

8

90

75

J

5

4

8

avuka Mine
2

5

1

11

1

auTona Mine
O

01

66

79

5

5

0

3
RGENTINA
1

7
3
0

0

erro Vanguardia - Attributable 92.50%
0

5
O
5

linorities and exploration

113



USTRALIA
0

J

40

8

1

1

unrise Dam
3

3

25

1

0
0
linorities and exploration

RAZIL

ngloGold Ashanti Brazil
1

5

40

35

Edgar Filing: Workhorse Group Inc. - Form 10-Q

114



Edgar Filing: Workhorse Group Inc. - Form 10-Q

1
7
erra Grande - Attributable 50%

linorities and exploration

o= N

"HANA
05

J

71

6
0
6

ibiani
1
3
7

luapriem - Attributable 85%

buasi
3

]

31

115



Edgar Filing: Workhorse Group Inc. - Form 10-Q

3
0

linorities and exploration

UINEA
41
11
52

2
7
8

iguiri - Attributable 85%
20

4

14

O
A
3

linorities and exploration
1
7
8

TALI

~N KWW

1
forila - Attributable 40%

116



adiola - Attributable 38%

o

atela - Attributable 40%

AMIBIA
2

01

18

6

J
8

[avachab
)

01

18

O

5
J

ANZANIA
J

9
0
4

Edgar Filing: Workhorse Group Inc. - Form 10-Q

117



Edgar Filing: Workhorse Group Inc. - Form 10-Q

eita - Attributable 100% May 2004
5

)
0
A

SA

W

87

2

1

ripple Creek & Victor J.V.
8

8

2

67

2
1
rritt Canyon J.V. - Attributable 70%

IMBABWE

reda-Rebecca

118



Edgar Filing: Workhorse Group Inc. - Form 10-Q

THER

W @\ W

NGLOGOLD ASHANTI
004

012

583

181

56

53

93

79

003 restated to reflect the change in accounting treatment of ore reserve development expenditure.
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6,200
3,635
0,773
5,789
eap leach Operations

ield excludes surface operations. Attributable production at Moab Khotsong yielded 184 kilograms which will be capitalised against pr
he yield is calculated on gold placed into leach pad inventory / tonnes placed onto leach pad.
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