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. TO OUR SHAREHOLDERS

A Letter from John H. Batten, President and Chief Executive Officer

WE PUT HORSEPOWER TO WORK®1

Cover: The Twin Disc team surrounds one of our hybrid-ready transmissions at the International Workboat Show in New Orleans, Louisiana. 

Above: The entrance to Twin Disc’s new corporate headquarters in the Historic Third Ward in Milwaukee, Wisconsin.

Around the world, fiscal 2023 was another year marked by 

lingering uncertainty and unusual challenges. Headlines 

featuring recessionary economic forecasts, the Russia-

Ukraine conflict, growing geopolitical tensions with 

China, rising interest rates, and persistent inflation 

painted a tough year for people and for business. Despite 

these macroeconomic and geopolitical factors, Twin 

Disc continued to execute our strategic playbook, made 

progress on achieving our medium-term targets, and 

is building from an even stronger foundation starting in 

fiscal 2024. 

The significant opportunity that sustainable hybrid and 

electric equipment presents for each of the product 

groups and end markets we serve is a key part of why 

we are so excited. As such, it seems fitting to frame this 

letter in terms of how energized we are as an organization. 

ENERGIZING INNOVATION
Throughout our 105-year history, one thing has remained 

constant: our unwavering dedication to innovation. 

Embracing the realm of hybrid, electric, and renewables 

presents an exciting and profitable opportunity to grow 

sales and increase margins into the future. Twin Disc’s 

pioneering efforts pave the way for a leadership role in 

shaping the future of hybrid and electric solutions. Moving 

forward, our role will be to provide tailored solutions to a 

growing customer base. 

ENERGIZING RELATIONSHIPS 
Streamlined operations, a customer-centric approach, 

and the “Fast. Focused. Friendly.” campaign have had a 

profound impact that extends beyond our geographic 

strategy. At Twin Disc, we take pride in delivering what we 

like to call the “Lufkin Experience”, ensuring rapid, friendly 

service and unmatched efficiency for our land-based 

power transmission customers. 

Our decision to relocate the Arneson business to Italy 

has proven to be highly advantageous for our marine 

customers, further aligning our operations with their 

needs. We expect further improvements in Italy, creating 

value for our organization, customers, and, by extension, 

our shareholders. 

In May 2023, we proudly announced an exciting milestone 

for our Aftermarket Parts facility in Sturtevant, Wisconsin. 

Within four years of opening, the center has generated 

over $150 million in cumulative revenue. With only 15 staff 

members, the team efficiently serves customers in North 

America, Latin America, Europe, Australia, Singapore, 

and China. This success has led to a model for deploying 

similar hubs in other global markets to reduce costs and 

enhance customer satisfaction. 

Additionally, the Aftermarket Parts team’s proactive 

approach to sourcing new partnerships has helped address 

shortages, benefiting the overall customer experience. 

ENERGIZING COMMUNICATIONS
Communication has changed considerably since Twin Disc 

began doing business in 1918. Today’s customer seeks 

engagement on their terms via their preferred medium. 

We strive to meet our customers where they are and 

recognize the crucial role of digital and social media. 

Our Sales, Marketing, and IT teams work hand-in-hand 

to adopt cutting-edge technology and best-in-class 

techniques for reaching current customers and new 

prospects. We are using innovative digital content and 

leveraging the capabilities of SALESFORCE.COM to create 

an interactive journey allowing engagement with our 

brands and converting casual visitors into qualified leads. 

While traditional marketing remains important, our focus 

on digital and social media content enhances interest in 

and awareness of our brands. 
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ENERGIZING ENGAGEMENT 
Looking ahead to secure Twin Disc’s future growth, 

succession planning and a skilled workforce are of 

utmost importance. Our “lead-by-example” focus engages 

employees while ensuring accountability at all levels. 

Aligned with our commitment to enhance employee 

skills, we recently established an engineering office to 

serve as a hub for fostering innovation and collaboration. 

It will allow us to stay ahead of the curve in the ever-

evolving hybrid and electric space. Actions like this keep 

us at the forefront of technology and ensure our team is 

equipped to address the challenges and opportunities of 

today and tomorrow. 

We also established a DE&I counsel to help our workers 

feel safe, respected, and connected. There were many 

successful events this year. A company favorite was 

our Women’s History Month celebration where women 

from across our global team shared their perspective on 

working at Twin Disc.

ENERGIZING DEVELOPMENT 
Twin Disc prioritizes employee satisfaction and 

engagement to stand out and address talent shortages. 

We strive to be an employer of choice, resulting in low 

turnover and long-tenured staff. This year we celebrated 

Dan Tennessen’s remarkable 51st year at Twin Disc. 

In parallel, Twin Disc expanded our internal mentorship 

program. This program links aspiring talent with a 

member of the leadership team. By formalizing a 

mentorship program, we can encourage regular  

check-ins, facilitate accelerated development, and 

better steward our culture. 

Furthermore, our tuition reimbursement program 

encourages workers to pursue skills training and formal 

education, preparing them for future opportunities with 

Twin Disc. 

ENERGIZING SAFETY 
Our dedication to employee well-being extends beyond 

professional growth. We consistently challenge ourselves 

to provide a culture of well-being that will yield longer, 

healthier lives for our workforce. This begins in our 

manufacturing and warehouse facilities, where we 

emphasize safety through the proper use of personal 

protective equipment and utilize process engineering to 

minimize fatigue and potential for injury. We also host 

special events to recognize and reward individual and 

team compliance. 

ENERGIZING VALUE 
Twin Disc exited the year stronger than we started  

with sequential sales and earnings per share growth  

in every quarter. Equally important is the positive 

operating and free cash flow generation in fiscal 2023. 

Our strong balance sheet gives us confidence in the  

face of macroeconomic and geopolitical uncertainty  

and positions us to deploy capital as opportunities 

present themselves. 

In addition to expanding our business geographically and 

realizing the benefits of our strategic global footprint 

rationalization, the team also made progress securing 

multiple sources for key components that were in short 

supply and causing significant delays. By remaining 

focused on and executing our strategic playbook, Twin 

Disc was able to overcome significant headwinds and 

permanently improve our operations. This includes 

accelerating shipments and clearing most of our past-due 

backlog. Furthermore, our integrated system offerings 

continue to gain traction, opening the door to larger 

projects and creating enhanced value-add opportunities 

when compared to the sale of individual parts.

ENERGIZING OUR OUTLOOK 
After overcoming the challenges of fiscal 2023, we 

remain optimistic on the go-forward opportunity for 

Twin Disc. Creating value for our stakeholders, including 

investors, customers, employees, and the community 

through existing and innovative technologies remains at 

the core of what energizes us. We appreciate your trust 

and support as we continue to find better ways to put 

horsepower to work. 

2

John H. Batten, President and Chief Executive Officer
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Right inset: Longtime customer OTAM equips their 80’ yachts with Arneson ASD15 surface drives and Rolla six-blade surface-piercing propellers.  

Right: Belgium’s new gear grinding machine and drilling machine increase efficiency and productivity. Far right: The Arneson-equipped 93’ Filippetti  

yacht uses Twin Disc bow and stern thrusters, trim tabs and MasterTrim.

*As adjusted

 Operation results by quarter 1ST QTR 2ND QTR 3RD QTR 4TH QTR YEAR

2023
Net Sales $55,913 $63,351 $73,772 $83,923 $276,960

Gross Profit 13,297 17,023 19,265 24,747 74,332

Net (Loss) Income Per Share (2,029) 1,139 2,674 8,596 10,380

Basic (Loss) Income Per Share (0.15) 0.08 0.20 0.64 0.77

Diluted (Loss) Income Per Share (0.15) 0.08 0.20 0.62 0.75

Dividends Per Share — — — — —

Stock Price Range (High–Low) 13.78 – 7.98 13.23 – 9.01 11.60 – 9.00 12.98 – 8.97 13.78 – 7.98

2022 (as adjusted) 

Net Sales $47,761 $59,889 $59,289 $75,974 $242,913

Gross Profit 13,447 13,482 17,691 24,192 68,812

Originally Stated Net Income (Loss) 1,920 (3,836) 2,231 7,779 8,095

Adjusted Net Income (Loss) Due to 
Accounting Method Change

2,513 (3,243) 2,824 8,372 10,467

Average Basic Shares Outstanding 13,283 13,296 13,397 13,399 13,353

Average Diluted Shares Outstanding 13,350 13,296 13,457 13,456 13,382

Basic Income (Loss) Per Share 0.14 (0.29) 0.17 0.58 0.61

Diluted Income (Loss) Per Share 0.14 (0.29) 0.17 0.58 0.60

Adjusted Basic Income (Loss) Per Share 0.19 (0.24) 0.21 0.62 0.78

Adjusted Income Diluted (Loss) Per Share 0.19 (0.24) 0.21 0.62 0.78

Dividends Per Share — — — — —

Stock Price Range (High–Low) 16.20 – 9.40 14.01 – 9.56 18.20 – 10.45 17.77 – 8.35 18.20 – 8.35

Financial Highlights (in thousands, except per share statistics) 2023 2022* 2021*

Net Sales $276,960 $242,913 $218,581

Net Income (Loss) 10,380 10,467 (29,008)

Basic Income (Loss) Per Share 0.77 0.78 (2.04)

Diluted Income (Loss) Per Share 0.75 0.78 (2.04)

Dividends Per Share — — —

Average Basic Shares Outstanding 13,468 13,353 13,247

Average Diluted Shares Outstanding 13,810 13,382 13,247

SINCE 1918, TWIN DISC HAS BEEN PUTTING HORSEPOWER TO WORK.
Today we continue energizing our performance on land and on water, 
creating value for our shareholders, customers, partners, employees, 
and the communities we serve. Over 100 years of innovation and care 
go into every power transmission system we sell. From our humble 
beginnings manufacturing a revolutionary new clutch for tractors to 
leading today’s innovation in the hybrid and electric space across off-
highway and marine applications, Twin Disc is energized for the future.
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All around the world, Twin Disc teams energized our performance in 2023 

ENERGIZING THE 
GLOBAL MARKET

Our world tour starts at Twin Disc SPRL in Belgium, which 

increased efficiency and reduced manpower by upgrading 

equipment in 2023, including a new gear grinding machine 

and inspection equipment. The gear grinding machine 

increased operator efficiency by 100%, improving both 

productivity and workplace safety. This was particularly 

true for deburring operations, which traditionally require an 

intensive, manual process. Similarly, inspection times have 

been reduced from hours to minutes with reliable results. 

Across all Twin Disc facilities, maintaining a balance of new 

and experienced labor is critical for ongoing operations. 

In Belgium, the labor pool is being nurtured through a 

relationship with local schools specializing in machining 

and manufacturing to identify up-and-coming talent. 

Coupled with the visibility our brand maintains in the local 

labor market, team building on a managerial level, and high 

retention rates, Belgium is focused on making the facility 

an even better place to work. 

Quality products and loyal employees are only part of 

the picture, however. Supply chain issues impacted 

manufacturers throughout 2023, and Twin Disc Belgium 

was no exception. In response, the plant added a 

multi-lingual team member in purchasing to improve 

relationships with local suppliers. The team also forecasts 

product needs 12 months out to keep material inventories 

in line with upcoming demand. 

Arneson, the world’s leading brand in surface drives for 

commercial, government and pleasure applications, found 

a new home in 2023 as Twin Disc migrated its business 

from the United States to Italy to bring it closer to major 

customers, such as Filippetti Yachts. 

In addition to the orders for Arneson Surface Drives,  

Italy saw an increase in a variety of equipment and 

repair parts for use on land and on water, as well as Veth 

Propulsion systems. 
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Above: Staff at our Chennai location; an employee at Twin Disc Far East in Singapore assembling a 4001 transmission; Nick Rowe from Cleveland Agriculture  

in Australia next to Twin Disc’s 25,000-hour continuously running PTO; at Rolla in Switzerland, an employee fine-tuning a six-blade propeller.  

Inset: Australia’s Maggie Cat passenger ferry is equipped with Twin Disc MGX-6620SC QuickShift® transmissions and EC300 electronic controls at three stations. 

INDIA

SINGAPORE

AUSTRALIA
Twin Disc Power Transmission Pvt Ltd in Chennai, India 

has contributed to worldwide operations via engineering, 

sourcing, and marketing. In 2023, the Indian subsidiary 

provided nearly 1,000 parts for Twin Disc’s operations 

in the U.S., Belgium, and Italy. The Indian engineers 

supported U.S. product engineers for marine, land-based, 

and Veth Propulsion lines, creating numerous drawings 

and animations for digital end-user manuals. 

Amid ongoing global labor shortages, the Indian operation 

attracts and retains dedicated workers in a robust 

economy. With active global trade and defense backing 

from India’s Prime Minister, the country is poised to 

become the world’s fifth-largest economy, boasting a 

business-friendly climate and stability; hence Twin Disc 

found India appealing for continued investment in 2023. 

Twin Disc (Far East) PTE Ltd. in Singapore aids Asian 

distribution across both established and developing 

nations. Twin Disc Far East responds to the array of  

Asian cultures by aligning with Twin Disc’s customer-

centric approach. 

In recent years, Singapore has expanded its offerings  

to encompass land-based products, transitioning from  

its previous marine-centric lineup. This strategic shift  

has played a pivotal role in establishing Twin Disc as a 

leader in the Asian fracking market. Twin Disc Far East 

is becoming a center of excellence through foresight, 

adapting to hybrid and electric technology, and  

valuing people.

Twin Disc (Pacific) Pty. Ltd., thrived in 2023, by engaging 

in vital ventures like collaborations with Riviera, Maritimo, 

Fleming, and the significant Maggie Cat Passenger Ferry 

commercial project. 

On land, Twin Disc Pacific refocused on agriculture  

markets in Australia, engaging customers at Agquip  

and Riverina Field Days, two of the country’s largest 

agriculture and farming expos. Twin Disc power take-

off and Scania engine combinations, which are sold and 

serviced locally, power essential irrigation systems for  

local customers.

In 2023, a customer shared that a Twin Disc PTO, installed 

in 2012, ran for nearly 25,000 hours without interruption. 

This remarkable achievement highlights how Twin Disc 

reassures large-scale operators, preventing breakdowns 

that could heavily impact yields. 



In 2023, the first superyacht with Twin Disc’s 

Veth Propulsion L-Drives, Kenshō, won the Boat 

World Superyacht Award. Born from a pencil 

sketch, the vessel blends luxury home features with 

modern yacht design for a distinctive experience. 

Twin Disc collaborated with Admiral, part of The 

Italian Sea Group, on Kenshō’s propulsion. 

The dual L-Drives propel the ship to 15.4 knots in 

top-class comfort. Integrated thrusters are ideally 

suited for green propulsion, enabling the designer 

and naval architect to maximize onboard space, 

increase comfort, and reduce noise. 

While Kenshō led the way for the integrated 

L-Drives optimized for superyachts, there are 

currently 11 vessels under construction – five in 

Italy, five in the Netherlands, and one in Germany – 

equipped with the Veth Propulsion system. 

APPLYING OUR LEARNINGS: ON WATER 
In 2023, Twin Disc participated in two exciting hybrid and electric 
partnerships, one on water and one on land. As with all developing 
technologies, our test lab played a critical role in the success of  
these projects.
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Twin Disc, Lufkin, Texas had a monumental 2023. First, we 

launched our “Fast. Focused. Friendly.” campaign, which was 

featured at our booth at ConExpo/ConAgg and via print and 

digital promotions. The campaign promotes superior service, 

efficient delivery times, and an outstanding customer service 

experience. The message is clear – people make a difference 

and Twin Disc Lufkin continues to uphold the standards that 

our customers have come to expect for over 100 years. 

Additionally, safety and continuous improvement are 

hallmarks of the Lufkin facility, which achieved over 730 

days without a lost time incident. Lufkin expanded staffing 

to include in-house engineering, IT, and purchasing, leading 

to greater operational autonomy. They also launched full 

production of the hydraulic power take-offs as our last main 

industrial product migrated from Racine. 

Southeast Wisconsin, where Twin Disc started over a 

century ago, is the last tour stop. A major 2023 highlight 

was moving corporate HQ to Milwaukee, reducing our office 

space from over 60,000 to 9,100 square feet. This was 

part of the footprint optimization plan aimed at managing 

costs. The new space fosters a productive, collaborative 

environment with ergonomic spaces, advanced tech 

meeting rooms, high ceilings, natural light, and city views. 

While HQ moved, Racine remains crucial for Twin Disc 

operations. At our 21st Street site, our motivated staff 

upholds our standard of excellence while propelling 

engineering, manufacturing, and testing forward. The 

facility embraces worker insights to improve safety while 

utilizing lean manufacturing principles and meticulous daily 

management practices to improve operations. We have 

made a concerted effort to optimize our shop floor layout to 

integrate additional capital equipment, and our procurement 

team employs agile strategies to refine forecasts and 

explore alternative sourcing to address supply chain hurdles. 

The Racine Team also collaborates with local schools to 

introduce students to manufacturing careers in an effort to 

expand the talent pool and keep Twin Disc top of mind. 

Our Aftermarket Parts facility in Sturtevant, Wisconsin, 

achieved remarkable growth, surpassing $150 million in 

cumulative revenue in four years. It is efficiently designed, 

optimizing space and centralizing small parts for quick 

picking. In addition to direct shipping, workers create kits to 

simplify ordering for customers around the world. Like other 

Twin Disc sites, Aftermarket Parts values people. A talent 

pipeline ensures steady hires, and our 51-year veteran is a 

testament to retention. 

ENERGIZED FOR THE LONG HAUL 
Around the world, Twin Disc achieved positive outcomes 

in 2023. Despite regional differences, common success 

factors prevailed. Locations embraced shared values: 

customer focus, integrity, accountability, and teamwork. They 

prioritized top talent retention and safety. Innovative sourcing 

countered supply chain challenges. Teams showed passion in 

adapting to customer needs and tech advancements. These 

factors combined to create value, benefiting internal teams, 

customers, shareholders, and communities. 

As hybrid and electric technology advances, Twin Disc’s 

success will build on the progress made in 2023. Our 

engineers and product specialists are attuned to our 

customers’ needs today while developing ideas for the future, 

building our brand as a trusted voice in the marketplace. 

WE PUT HORSEPOWER TO WORK®7

Above: “Fast. Focused. Friendly.” at our Lufkin, Texas location; our factory manager and assembly supervisor uphold safety standards at 21st Street in Racine; 

employees at Aftermarket assemble kits for shipping. Inset: Twin Disc’s 51-year employee, Dan Tennessen. Background, right: e-Frac test bench. 



Twin Disc’s TA90-7601 e-Frac system consists of 

a constant-speed electric motor coupled to the 

transmission, eliminating the need for variable 

frequency drives and specialized repairs. This 

configuration allows for a hydraulic synchronous start 

for effortless power-up and the hydrostatic creep  

mode provides smooth and safe hydraulic line test.

In conjunction with Sewart Supply, Twin Disc began field 

testing the TA90-7601 e-Frac system in 2023, revealing 

substantial benefits for end-users. E-Frac reduces 

maintenance costs associated with oil changes, 

inspections, and mid-life engine work. Additionally, 

since turbines operate on well gas, fuel is only needed 

at start-up, cutting diesel fuel use by up to 80-90%. 

This setup also reduces on-site personnel, noise, and 

nitrous oxide emissions, thereby improving site safety. 

Compared to traditional fracturing fleets, the TA90-7601 

system can reduce operating footprint by up to 40%.

With results in cost reductions, safety enhancements, 

and operating footprints showing great promise, Twin 

Disc’s e-Frac system can yield a return on investment 

within a few years.

APPLYING OUR LEARNINGS: ON LAND
Utilizing electric fracturing fleets, or e-Frac, involves replacing diesel 
power at well sites with electricity sourced from either reservoir 
natural gas or a power grid. This cost-effective option harnesses well 
gas for productive purposes instead of flaring, thereby reducing fuel 
costs and the environmental impact of hydrocarbon extraction.

ELECTRIC FRACTURING
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PART  I

Item 1.  Business
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The Company makes available free of charge (other 
than an investor’s own internet access charges) through its website the Company’s Annual Report on Form 
10-K, quarterly reports on Form 10-Q and current reports on Form 8-K, and amendments to those reports, 
as soon as reasonably practicable after it electronically files such material with, or furnishes such  
material to, the United States Securities and Exchange Commission.

Item 1A. Risk Factors

As a global company, the Company is subject to currency fluctuations and a significant movement between the 
U.S. dollar and the euro exchange rate, in particular, could have an adverse effect on its profitability. 

The Company continues to be adversely affected by the economic disruptions caused by the global coronavirus 
pandemic.  



WE PUT HORSEPOWER TO WORK®15

Certain of the Company’s products are directly or indirectly used in oil exploration and oil drilling and are thus 
dependent upon the strength of those markets and oil prices. 

Many of the Company’s product markets are cyclical in nature or are otherwise sensitive to volatile or  
unpredictable factors. A downturn or weakness in overall economic activity or fluctuations in those other  
factors could have a material adverse effect on the Company’s overall financial performance

In the event of an increase in the global demand for steel, the Company could be adversely affected if it  
experiences shortages of raw castings and forgings used in the manufacturing of its products. 

The Company continues to face the prospect of increasing commodity costs, including steel, other raw materials 
and energy that could have an adverse effect on future profitability. In addition, developments in tariff  
regulations in the U.S. and foreign jurisdictions have resulted in uncertainty regarding international trade  
policies and future commodity prices, contributing to an increased risk of higher commodity costs that could 
have an adverse impact on the Company’s profitability, financial condition and results of operations. 

If the Company were to lose business with any key customers, the Company’s business would be adversely 
affected. 
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The termination of relationships with the Company’s suppliers, or the inability of such suppliers to perform, 
could disrupt its business and have an adverse effect on its ability to manufacture and deliver products. 

A significant design, manufacturing or supplier quality issue could result in recalls or other actions by the 
Company that could adversely affect profitability. 

The Company faces risks associated with its international sales and operations that could adversely affect its 
business, results of operations or financial condition. 

A material disruption at the Company’s manufacturing facility in Racine, Wisconsin could adversely affect its 
ability to generate sales and meet customer demand. 
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The ability to service the requirements of debt depends on the ability to generate cash and/or refinance its 
indebtedness as it becomes due, and depends on many factors, some of which are beyond the Company’s  
control.

Any failure to meet debt obligations and financial covenants, and maintain adequate asset-based borrowing 
capacity could adversely affect the Company’s business and financial condition.

While the Company has obtained forgiveness of its Paycheck Protection Program Loan (“PPP loan”), it remains 
subject to audit under the program’s rules and any resulting adverse audit findings of non-compliance can 
result in the repayment of a portion or all of the PPP loan.  
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The Company carries a significant amount of intangible assets, but it may never fully realize the full value of 
these assets. 

The Company may experience negative or unforeseen tax consequences.

Taxing authority challenges and changes to tax laws may lead to tax payments exceeding current reserves.  

Security breaches and other disruptions could compromise the Company’s information system and expose the 
Company to liabilities, which would cause its business and reputation to suffer.

Item 1B. Unresolved Staff Comments
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Item 2. Properties

Manufacturing Segment

Distribution Segment

Item 3. Legal Proceedings

Item 4. Mine Safety Disclosures

Information About Our Executive Officers

Name Age Position



2023 ANNUAL REPORT 20

PART II

Item 5. Market for the Registrant’s Common Stock, Related Stockholder Matters and Issuer Purchases of 
Equity Securities

Issuer Purchases of Equity Securities

Total 0 NA 0 315,000

Item 6. Reserved 

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Special Note Regarding Smaller Reporting Company Status
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Note on Forward-Looking Statements

Fiscal 2023 Compared to Fiscal 2022

Net Sales
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Gross Profit

Marketing, Engineering and Administrative (ME&A) Expenses
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Restructuring of Operations

Interest Expense

Other Income, Net

Income Taxes

Order Rates

Liquidity and Capital Resources

Fiscal Years 2023 and 2022
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Future Liquidity and Capital Resources
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Contractual Obligations

Other Matters
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Discount Rate

Expected Return on Plan Assets

Compensation Increase
Retirement and Mortality Rates

Health Care Cost Trend Rates
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Recently Issued Accounting Standards

Item 7A. Quantitative and Qualitative Disclosure About Market Risk

Item 8. Financial Statements and Supplementary 

Item 9. Change in and Disagreements with Accountants on Accounting and Financial Disclosure

Item 9A. Controls and Procedures

Conclusion Regarding Disclosure Controls and Procedures

Management’s Report on Internal Control Over Financial Reporting
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Changes in Internal Control Over Financial Reporting

Item 9B. Other Information

Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections

PART III

Item 10. Directors, Executive Officers and Corporate Governance
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Item 11. Executive Compensation

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder 
Matters

Item 13. Certain Relationships and Related Transactions, Director Independence

Item 14. Principal Accounting Fees and Services

PART IV

Item 15. Exhibits, Financial Statement Schedules
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INDEX TO CONSOLIDATED FINANCIAL STATEMENTS AND
FINANCIAL STATEMENT SCHEDULE
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Report of Independent Registered Public Accounting Firm

Opinion on the Internal Control Over Financial Reporting

Internal Control — Integrated Framework

Internal Control — Integrated Framework

Basis for Opinion

Management’s Report on Internal Control over Financial Reporting

De nition and Limitations of Internal Control Over Financial Reporting
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Report of Independent Registered Public Accounting Firm

Opinion on the Financial Statements

Internal Control — Integrated Framework

Change in Accounting Principle

Basis for Opinion
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Critical Audit Matters

Deferred Tax Asset Valuation Allowance
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TWIN DISC, INCORPORATED AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

— —
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TWIN DISC, INCORPORATED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME (LOSS)
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TWIN DISC, INCORPORATED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

—
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TWIN DISC, INCORPORATED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Twin Disc, Inc. Shareholders’ Equity

Common 
Stock

Retained 
Earnings

Accumulated 
Other 

Comprehensive  
Income (Loss)

Treasury 
Stock

Non-
controlling 

Interest
Total  

Equity
Balance at June 30, 2021

Balance at June 30, 2022

Balance at June 30, 2023
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TWIN DISC, INCORPORATED AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(AMOUNTS IN THOUSANDS, EXCEPT SHARE AMOUNTS AND PER SHARE DATA)

A. SIGNIFICANT ACCOUNTING POLICIES

Significant Accounting Policies

Consolidation Principles--

Basis of Presentations--

Management Estimates--

Translation of Foreign Currencies--

Cash--

Accounts Receivable--

Fair Value of Financial Instruments--

. 
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Derivative Financial Instruments--

Inventories--

Assets Held for Sale--

Property, Plant and Equipment and Depreciation--

Right of Use Lease Assets--
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Impairment of Long-lived Assets--

Intangible Assets--

Pension and Other Postretirement Benefits Plans--

Change in Accounting Method

Income Taxes--



2023 ANNUAL REPORT 42

Revenue Recognition--

1. Identify the contract with a customer

2. Identify the performance obligations in the contract

3. Determine the transaction price
4. Allocate the transaction price to the performance obligations in the contract

5. Recognize revenue

Shipping and Handling Fees and Costs--

Recently Adopted Accounting Standards

New Accounting Releases
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Special Note Regarding Smaller Reporting Company Status

B. INVENTORIES

2023 2022

C. PROPERTY, PLANT AND EQUIPMENT

2023 2022
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D. INTANGIBLE ASSETS

Balance at June 30, 2021
— — — —

—
—

Balance at June 30, 2022
— — — —

—
—

—
Balance at June 30, 2023

Balance at June 30, 2021 — — —
— — — — —

Balance at June 30, 2022 — — —
— — — — —

Balance at June 30, 2023 — — —



WE PUT HORSEPOWER TO WORK®45

E. ACCRUED LIABILITIES

2023 2022

F. WARRANTY

2023 2022

G. DEBT

2023 2022
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Credit Agreement Debt
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The PPP Loan:

Debt Gain  
contingency

Contingencies

Other:

Leases

Derivatives and Hedging
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—
—

Other lines of credit:

H. LEASE OBLIGATIONS

Balance Sheet Location 2023 2022

2023 2022
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2023 2022

Operating Leases Finance Leases

I. SHAREHOLDERS’ EQUITY

2023 2022
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—
— — —
— — —

— — —

Amount 
Reclassified

Changes in benefit plan items

Amount 
Reclassified

Changes in benefit plan items

J. BUSINESS SEGMENTS AND FOREIGN OPERATIONS
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2023 2022

2023

2022
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2023 2022
Net sales:

Net income attributable to Twin Disc:

2023

2022

Net sales 2023 2022
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Long-lived assets 2023 2022

Disaggregated revenue:

K. STOCK-BASED COMPENSATION
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2023 2022

Performance Stock Awards (“PSA”)
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Restricted Stock Awards (“RS”)

Restricted Stock Unit Awards (“RSU”)

L. ENGINEERING AND DEVELOPMENT COSTS 

M. PENSION AND OTHER POSTRETIREMENT BENEFIT PLANS



2023 ANNUAL REPORT 56

Year Ended June 30
Pension Benefits Other Postretirement Benefits

2023 2022 2023 2022
Components of net periodic benefit  
    (income) cost

— —
— —
— —

—
— —

— — —
Net periodic benefit (income) cost
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Obligations and Funded Status

Pension Benefits Other Postretirement Benefits
2023 2022 2023 2022

Change in benefit obligation:

— —

—

Change in plan assets:
— —
— —

—

— —

Funded status

Amounts recognized in the balance sheet consist of:
— — —

Amounts recognized in accumulated other comprehensive loss consists of (net of tax):
— —

Pension Benefits

Other 
Postretirement 

Benefits
—
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:

June 30
2023 2022

Components of Net Periodic Benefit (Income) Cost:
Pension Benefits

2023 2022

Other Postretirement Benefits
2023 2022

Other Changes in Plan Assets and Benefit Obligations Recognized in Other Comprehensive Loss for Fiscal 
2023 (Pre-tax):

Pension  
Benefits

Other 
Postretirement 

Benefits

—
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Other Changes in Plan Assets and Benefit Obligations Recognized in Other Comprehensive Loss for  
Fiscal 2022 (Pre-tax):

Pension 
Postretirement 

Benefits

—

—

Additional Information

Assumptions 
Pension Benefits Other Postretirement Benefits

2023 2022 2023 2022

Pension Benefits Other Postretirement Benefits
2023 2022 2023 2022

Plan Assets
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2023 2022

Total Level I Level II Level III
— —

— —
— —
— —

— —
—

Total Level I Level II Level III
— —

— —
— —
— —

— —
—
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2023 2022

2023 2022

Cash Flows

Contributions

Estimated Future Benefit Payments

Pension  
Benefits

Other 
Postretirement 

Benefits
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N.  INCOME TAXES

2023 2022

2023 2022

— —
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2023 2022
Deferred tax assets:

—

Deferred tax liabilities:
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2023 2022

Executive Compensation Limitations:

Global Intangible Low Taxed Income (“GILTI”):

Foreign Derived Intangible Income (“FDII”):
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2023 2022

—

—

O. CONTINGENCIES

P. RESTRUCTURING OF OPERATIONS AND INCOME FROM EXTINGUISHMENT OF LOAN

Restructuring expenses
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Assets held for sale 

 
.

 

 ,

 

 

Q. EARNINGS PER SHARE
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2023 2022
Basic:

— —

Basic Loss Per Share:
0.77 0.78

Diluted:

— —

Diluted Loss Per Share:
0.75 0.78

R. DERIVATIVE FINANCIAL INSTRUMENTS

Interest Rate Swaps Designated as Cash Flow Hedges
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Derivatives Designated as Net Investment Hedges

Foreign Currency Forward Contracts Not Designated as Hedges

Other Derivative Instruments

Fair Value of Derivative Instruments
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Balance Sheet Location 2023 2022
Derivatives designated as hedges:

Statement of Comprehensive 
Income (Loss) Location 2023 2022

Derivatives designated as hedges:

S. 2022 IMPACT OF ACCOUNTING METHOD CHANGE
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June 30, 2022

—
—
—

—
—
—
—

—

—

—

—
—

—

—

—

—

—
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June 30, 2022

—
—
—
—
—
—

—
—
—
—
—

—

—
—
—
—

—
—
—
—
—
—

— — —
—

—
—

—

—
—

—
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June 30, 2022

CASH FLOWS FROM OPERATING ACTIVITIES:

—
—
—
—
—
—

—
—

—
—

(

CASH FLOWS FROM INVESTING ACTIVITIES:
—

—

—

CASH FLOWS FROM FINANCING ACTIVITIES:
—
—
—
—
—

—

—

—

—



WE PUT HORSEPOWER TO WORK®73

June 30, 2022

Retained earnings

Accumulated other comprehensive income

—

—

T.  SUBSEQUENT EVENT
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TWIN DISC, INCORPORATED AND SUBSIDIARIES
SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS
For the years ended June 30, 2023 and 2022 (in thousands)

 

Description
Balance at 
Beginning  
of Period

Charged to 
Costs and 
Expenses Adjustments(1)

Balance at 
End of Period

2023:

—

2022:

—
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Exhibit Description Herewith
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SIGNATURES
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Statements of Operations and Comprehensive Income (Loss) 2023 2022* 2021* 2020* 2019*

Net Sales $  276,960 $  242,913 $  218,581 $  246,838 $  302,663 

Cost and expenses, including marketing, engineering and administrative  260,900  231,877  230,851  287,089  284,165 

Income (loss) from operations  16,060  11,036  (12,270)  (40,251)  18,498 

Other (expense) income  (1,595)  1,565  5,142  (1,039)  (1,919)

Income (loss) before income taxes and noncontrolling interest  14,465  12,601  (7,128)  (41,290)  16,579 

Income taxes  3,788  1,823  19,680  (4,169)  3,711 

Noncontrolling interest  (297)  (311)  (200)  (246)  (123)

Net income (loss) attributable to Twin Disc  10,380  10,467  (27,008)  (37,367)  12,745 

Balance Sheet

Assets

Cash $  13,263 $  12,521 $  12,340 $  10,688 $  12,362 

Accounts receivable, net  54,760  45,452  39,491  30,682  44,013 

Inventories  131,930  127,109  114,967  120,607  125,893 

Other current assets  19,753  19,370  25,169  12,008  20,101 

Total current assets  219,706  204,452  191,967  173,985  202,369 

Intangibles, goodwill and other assets  17,692  17,771  23,247  47,410  73,243 

Property, plant and equipment, net  51,783  54,300  60,199  72,732  71,258 

Total assets  289,181  276,523  275,413  294,127  346,870 

Liabilities and Equity

Current liabilities $  100,095 $ 81,078 $  78,560 $  66,734 $  73,077 

Long-term debt  16,617 34,543  30,085  37,896  40,491 

Deferred liabilities  5,253 29,714  36,108  49,539  50,484 

Total equity  145,093 130,776  130,210  139,389  182,216 

Noncontrolling interest  424 412  450  569  602 

Total liabilities and equity  289,181 276,523  275,413  294,127  346,870 

Comparative Financial Information

Per share statistics

      Basic income (loss) $ 0.77 $ 0.78 $ (2.04) $ (2.84) $ 1.01 

      Diluted income (loss) 0.75 0.78 (2.04) (2.84) 1.01 

      Dividends 0 0 0 0 0

      Total equity 10.80 9.79 9.83 10.60 14.49

Return on equity 7.1% 8.0% -20.7% -26.8% 7.0%

Return on assets 3.5% 3.8% -9.8% -12.7% 3.7%

Return on sales 3.7% 4.3% -12.4% -15.1% 4.2%

Average basic shares outstanding 13,467,590 13,352,509 13,246,501 13,153,330 12,571,013

Average diluted shares outstanding 13,810,124 13,381,771 13,246,501 13,153,330 12,681,574

Number of shareholder accounts 335 340 403 405 415

Number of employees 739 761 743 806 873

Additions to property, plant and equipment $ 7,918 $ 4,729 $ 4,464 $ 10,699 $ 11,979

Depreciation 5,807 6,374 7,853 7,394 6,682

Net working capital 119,611 123,374 113,407 107,251 129,292

* As adjusted 
(Dollars amounts in thousands, except per share statistics and shares outstanding)

5-YEAR FINANCIAL SUMMARY
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