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FLUOROTECHNICS LIMITED (FORMERLY FLUOROTECHNICS PTY LIMITED)

FINANCIAL STATEMENTS JUNE 2008
INCOME STATEMENTS
For the vear ended 30 June 2008
Consolidated Company
2008 7 2008 2007
Note $ s $ $
CONTINUING OPERATIONS
Revenue
Sales of goods 486,662 295,196 225,731 295,196
Royalties and licences 26,530 37,872 9,485 37,972
Grant income 8 {a) 170,170 270,380 170,170 270,380
Finance income 34,955 56,425 34,955 58,425
Other income 0 1,580 0 1,580
698,317 661,553 440,322 861,553
Expenses
Cost of goods sold (385,528) (187,299) (220,576) (187,299)
Research and development (872,484) (672,259) (677.47T) (672,259)
Intellectual property (190,495) (70,117) (190,485) {(70.117)
Marketing and business development (1,419,080) {794,947 {1,419,080) (784,947}
Administration expenses (407,2186) (216,623} {291,236) (216,823}
Loss before income tax (2,576,487} (1,279,692) (2,358,542} (1,279,692)
Income ax benefit 7 179,194 176,826 179,194 176,826
Loss after income tax (2,397,283) {1,102,866) (2.178,348) (1,102,866)
Earnings per Share
Basic loss per share (cents) 8 (33.8) (18.2)
Diluted loss per share (cents) 8 {33.9) (18.2)
Dividends per share {cents} 0.0 0.0

The above income statements should be read in conjunction with the accompanying notes.




FLUOROTECHNICS LIMITED (FORMERLY FLUOROTECHNICS PTY LIMITED)

FINANCIAL STATEMENTS JUNE 2008
As at 30 June 2008
Consolidated Company
2008 2007 2008 2007
$ 5 $ $
Note
ASSETS
Current Assets
Cash and cash eguivalen{s 9 342,518 542,238 378,893 542,238
Trade and cother receivables 10 349,322 205,026 255,372 205,026
Inventories 12 140,022 68,086 80,845 68,066
Other assats 11 26,872 29,543 28,872 29,543
Total Current Assets 860,734 844,893 743,982 844,893
Non-Current Assets
Trade and other receivables 10 0 0 261,711 0
Cther financial assats 13 0 0 941,198 0
Property, plant and equipment 14 135,188 73,344 52,326 73,344
Intangible assels 15 902,087 25834 23,850 25,834
Total Non-current Assets 1,038,275 99,178 1,279,185 99,178
TOTAL ASSETS 1,899,009 944,071 2,023,167 944,071
LIABILITIES
Current Liabilities
Trade and other payables 17 643,335 246,780 554,971 246,780
Employee entitlements 18 380,148 48,387 374,725 48,387
Total Current Liabilities 1,023,483 295,167 929,696 295,167
Non-Current Liabilities
Employee entifiements 18 41,417 0 41,417 0
Total Non-Current Liabilities 41,417 [t} 41,417 0
TOTAL LIABILITIES 1,064,900 295,167 971,113 295,167
MNET ASSETS 834,109 648,904 1,052,054 648,904
EQUITY
Contributed equity 19 6,145,754 3,655,467 6,145,751 3,655,487
Reserves 20 92,214 0 92,214 0
Accumuiated losses 22 {5,403,856) {3,008,563) (5,185,811) (3,008,563)
TOTAL EQUITY 834,109 648,904 1,062,054 648,904

The above balance sheets should be read in conjunction with the accompanying notes.



FLUOROTECHNICS LIMITED (FORMERLY FLUOROTECHNICS PTY LIMITED)
FINANCIAL STATEMENTS JUNE 2008

STATEMENTS OF CHANGES IN EQUITY
For the year ended 30 June 2008

Consolidated Company
2008 2007 2008 2007
Note s $ $ $

CONTRIBUTED EQUITY 19

Opening balance 3,855,467 2,741,125 3,655 467 2,741,125
lssue of share capitai 2,480,284 914,342 2,490,284 914,342
Closing balance 6,145,751 3,655,467 8,145,751 3,655,467
RESERVES 20

Opening balance 0 0 0 0
Share based payments 92,214 0 2,214 0
Closing balance 92,214 0 92,214 0
ACCUMULATD LOSSES 22

Opening balance (3,008,563) (1,803,897) (3,006,563) (1,803,697)
Loss after ingome tax (2,397,293) {1,102,866) (2,179,348) {1,102,868)
Closing balance (5,403,8586) {3,008,563) (5,185,911) {3,006,563)

The above statements of changes in equity should be read in conjunction with the accompanying notes



FLUOROTECHNICS LIMITED (FORMERLY FLUOROTECHNICS PTY LIMITED)

FINANCIAL STATEMENTS JUNE 2008
For the year ended 30 June 2008
Consolidated Company
2008 2007 2008 2007
$ $ $ $
Note
Cash Flows from Operating Activities
Receipts from customers 480,577 320,683 253,471 320,683
Receipis from grant providers 170,170 297,418 170,170 257,418
Payment to suppliers and employeas (2,465,259)  {1,80%,098) (2,028,580)  {1,801,098)
interest received 29,350 85,173 29,350 65,173
income tax received 176,826 148,783 176,826 149,783
Net Cash Flows Used in Operating Activities 23 (1,808,336)  (968,041) (1,398,773} (968,041)
Cash Flows from Investing Activities
Proceed.s from saie of preperty, plant 0 3.913 0 3.913
and equipment
Purchase of property, plant and equipment {103,337} {4,705) (14,814) (4,705)
Payment for purchase of subsidiary, net of cash
acquired 16 {72,602} 0 (72,602) ]
Loan to related entity 2 0 (261,711 0
Net Cash Flows Used in Investing Activities {175,939) (792} (349,127) (792)
Cash Flows from Financing Activities
Proceeds from issue of shares 1,584,555 914,342 1,584,555 914,342
Net Cash Flows from Financing Activities 1,584,555 914,342 1,584,555 914,342
Net decrease in cash and cash equivalents (199,720) {54,491} (163,345) (54,491)
Opening cash and cash equivaienis 542,238 596,729 542,238 596,729
Cash and cash equivalents at end of period El 342,518 542,238 378,893 542,238

The above cash flow statements should be read in conjunction with the accompanying notes,



FLUOROTECHNICS LIMITED (FORMERLY FLUOROTECHNICS PTY LIMITED)
FINANCIAL STATEMENTS JUNE 2008

NOTES TO THE FINANCIAL STATEMENTS

1. CORPORATE INFORMATION

The financial report of Fluorotechnics Limited for the year ended 30 June 2008 was authorised for
issue in accordance with a resolution of the directors on 17 October 2008. The director’s have the
power to amend and re-issue the financial report,

Fluorotechnics Limited is a company limited by shares incorporated in Australia. Its registered office is
Level 8, 2 Bulletin Place, Sydney, NSW 2000 and principal place of business is R257, Building E8C,
Macquarie University, North Ryde, NSW 2109,

This financial report covers both the separate financial statements of Fluorotechnics Limited as an
individual entity and the consolidated financial statements for the consolidated entity consisting of
Fluorotechnics Limited and its subsidiaries. The financial report is presented in the Australian
currency.

The company's principai activities are the manufacture and development of fluorescent research tools
for the global biotechnology and diagnostic markets.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

{a) Basis of Accounting
The financial report is a general-purpose financial report that has been prepared in accordance
with Australian Accounting Standards (including the Australian Accounting Interpretations) and
other authoritative pronouncements of the Australian Accounting Standards Board. The financial
report has also been prepared on a historical cost basis. Comparative amounis have been
reclassified where appropriate to enhance comparability.

(b} Going Concern
The ability of the company to continue as & going concern is dependent on it generating sufficient
income and equity funding to cover costs.

The directors do not believe that the company will receive significant commercial income in the
next six months. Consequently the company's ability to continue as a going concern is
dependent on its ability to attract further equity funding. On 11 September 2008 the company
lodged a supplementary prospectus with the Australian Securities and Investments Commission
(ASIC) seeking to raise between six and twelve million dollars by issuing six o twelve million
shares for one dollar a share through an Initial Public Offering (IPO). While it is too early to say
how much will be raised by the IPQ, at the time of lodging the supplementary prospectus the
company had received a commitment from an ethical investment fund to apply for 6.25 million
shares in the company. The board believes that the amount will be sufficient to allow the
company to trade until it becomes cash flow positive.

As a result of the above, the board is confident the company will be able to continue as a going
concern until such time as it is able to produce commercial revenue from products released to
market. However, should losses continue and/or future capital raisings not be successful, the
company may not be able to continue as a going concern. Furthermore, the ability of the
company to continue as a going concern is subject to the ability of the company to develop and
successfully commercialise the projects being developed.

{c} Compliance with international Financial Reporting Standards (IFRS)
Australian Accounting Standards include Australian eguivalents to International Financial
Reporting Standards (AIFRS). Compliance with AIFRS ensures that the financial statements and
notes of Fluorotechnics Limited also comply with IFRS.



FLUOROTECHNICS LIMITED (FORMERLY FLUOROTECHNICS PTY LIMITED)
FINANCIAL STATEMENTS JUNE 2008

NOTES TO THE FINANCIAL STATEMENTS
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(d) Principles of consolidation
Subsidiaries

The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of
Fluorotechnics Limited as at 30 June 2008 and the results of all subsidiaries for the period then
ended. Fluorotechnics Limited and its subsidiaries together are referred to in this financial report
as the Group or consolidated entity.

Subsidiaries are all those entities (including special purpose entities) over which the Group has
the power to govern the financial and operating policies, generally accompanying a shareholding
of more than one-half of the voting rights. The existence and effect of potential voting rights that
are currently exercisable or convertible are considered when assessing whether the Group
controls another entity.

Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They
are de-consolidated from the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the
Group (refer to note 2{e)).

The Group applies a policy of treating transactions with minority interests as transactions with
parties external to the Group. Disposals to minority interests result in gains and fosses for the
Group that are recorded in the income statement. Purchases from minority interests result in
goodwill, being the difference between any consideration paid and the relevant share acquired of
the carrying value of identifiable net assets of the subsidiary,

Inter-company transactions, balances and unrealised gains on transactions between Group
companies are eliminated. Unrealised losses are also eliminated unless the transaction provides
evidence of the impairment of the asset transferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the policies adopted by the Group.

Investments in subsidiaries are accounted for at cost in the individual financial statements of
Fluorotechnics Limited.

(e} Business combinations
The purchase method of accounting is used 1o account for all business combinations, including
business combinations involving entities or businesses under common control, regardiess of
whether equity instruments or other assets are acquired. Cost is measured as the fair value of the
assets given, equity instruments issued or liabilities incurred or assumed at the date of exchange
plus costs directly attributable to the acquisition. Where equity instruments are issued in an
acquisition, the fair value of the instruments is their published market price as at the date of
exchange uniess, in rare circumstances, it can be demonstrated that the published price at the
date of exchange is an unreliable indicator of fair value and that other evidence and valuation
methods provide a more reliable measure of fair value. Transaction costs arising on the issue of
equity instruments are recognised directly in equity.

identifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination are measured initially at the fair values at the acquisition date, imespective of the
extent of any minority interest. The excess of the cost of acguisition over the fair value of the
Group’s share of the identifiable net assets acquired is recorded as goodwill (refer to note 2 (g)). If
the cost of acquisition is less than the Group's share of the fair value of identifiable net assets of
the subsidiary acquired, the difference is recognised directly in the income statement, but only
after a reassessment of the identification and measurement of the net assets acquired.



FLUOROTECHNICS LIMITED (FORMERLY FLUOROTECHNICS PTY LIMITED)
FINANCIAL STATEMENTS JUNE 2008

NOTES TO THE FINANCIAL STATEMENTS

(e)

()

(g}

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Business combinations (continued)

Where setllement of any part of cash consideration is deferred, the amounts payable in the future
are discounted to their present value as at the date of exchange. The discount rate used is the
entity’s incremental borrowing rate, being the rate at which a similar borrowing could be obtained
from an independent financier under comparable terms and conditions.

Property, plant and equipment

Plant and equipment is stated at cost less accumulated depreciation and any impairment in value.
Depreciation is calculated on a diminishing value basis over the estimated useful life of the asset
as follows:

Plant and equipment — over 3 1o 5 years
intangible assefs

Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s
share of the net identifiable assets of the acquired subsidiary at the date of acquisition. Goodwill
on acquisitions of subsidiaries is included in infangible assets. Goodwill is not amortised. Instead,
goodwill is tested for impairment annually or more frequently if events or changes in
circumstances indicate that it might be impaired, and is carried at cost less accumulated
impairment losses. Gains and losses on the disposal of an entity include the carrying amount of
goedwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of impairment testing.

Acquired both separately and from a business combination

Intangible assets acquired separately are capitalized at cost and from a business combination are
capitalized at fair value as at the date of acquisition. Following initial recognition, the cost model is
applied to the class of intangible assets.

The useful lives of these intangible assets are assessed to be either finite or indefinite.

Where amortization is charged on assets with finite lives, this expense is taken to the income
statement through the ‘administrative expenses’ line item.

Intangible assets, excluding development costs, created within the business are not capitalized
and expenditure is charged against profits in the year in which the expenditure is incurred.

Intangible assets are tested for impairment where an indicator of impairment exists, and in the
case of indefinite lived intangibles annuaily, either individually or at the cash generating unit level.
Useful lives are also examined on an annual basis and adjustments, where applicable, are made
on a prospective bagis.

Research and development costs
Research costs are expensed as incurred.

Development expenditure incurred on an individual project is carried forward when its future
recoverability can reasonably be regarded as assured.

Following the initial recagnition of the development expenditure, the cost model is applied
requiring the asset to be carried at cost less any accumulated amortisation and accumulated
impairment losses.

Any expenditure carried forward is amortised over the period of expected future sales from the
related project.

The carrying value of development costs is reviewed for impairment annually when the asset is
not yet in uge, or more frequently when an indicator of impairment arises during the reporting year
indicating that the carrying value may not be recoverable,



FLUOROTECHNICS LIMITED (FORMERLY FLUOROTECHNICS PTY LIMITED)
FINANCIAL STATEMENTS JUNE 2008

NOTES TO THE FINANCIAL STATEMENTS

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

{g) Intangible assets (continued)

A summary of the policies applied to the Group's intangible assets is as follows:

Patents Inteltectual property | Coniracis
Useful lives Finite Indefinite Indefinite
Method used 20 years straight Ling impairment Impalrment
Internatly generated / Acquired Acguired Acquired
acquired
Impairment test / Amortisation method Reviewed annualty for Reviewed annually for
recoverable amount reviewed at each financial indicatar of impairment indicator of impairment
testing year end; reviewed annuaily
for indicator of impairment

Gains or losses arising from de-recognition of an intangible asset are measured as the difference
between the net disposal proceeds and the carrying amount of the asset and are recognised in the
income statements when the asset is derecognised.

{h} Foreign currency translation

()

Both the functional and presentation currency of the Group and Company is Australian dollars
(A$),

Transactions in foreign currencies are initially recorded in the functional currency at the exchange
rates ruling at the date of the transaction.

Amounts payable to or by the Group in foreign currency have been translated into Australian
currency at the exchange rates current at balance date. Gains and losses arising from fluctuations
in exchange rates are included in the profit for the year.

Group companies

The results and financial position of all the Group entities {none of which has the currency of a
hyperinflationary economy) that have a functional currency different from the presentation
currency are translated into the presentation currency as follows:

« assets and labilities for each balance sheet presented are franslated at the closing rate at
the date of that balance sheet; and

« income and expenses for each income statement are translated at average exchange
rates {unless this is not a reasonable approximation of the cumulative effect of the rates
prevailing on the fransaction dates, in which case income and expenses are transiated at
the dates of the transactions); and

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as
assets and liabilities of the foreign entities and translated at the closing rate.

impairment of assets

At each reporting date, the Group assesses whether there is any indication that an asset may be
impaired. Where an indicator of impairment exists, the Group makes a formal estimate of
recoverable amount. Where the carrying amount of an asset exceeds it recoverable amount the
asset is considered impaired and is written down to its recoverable amount.

Recoverabie amount is the greater of fair value less costs fo sell and value in use. It is determined
for an individual asset, unless the asset’s value in use cannot be estimated to be close to its fair
value less costs to sell and it does not generate cash inflows that are largely independent of those
from other assets or groups of assets, in which case, the recoverable amount is determined for the
cash-generating unit which the asset belongs.

tn assessing value in use, the estimated future cash flows are discounted o their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset.



FLUOROTECHNICS LIMITED (FORMERLY FLUORCTECHNICS PTY LIMITED)
FINANCIAL STATEMENTS JUNE 2008

NOTES TO THE FINANCIAL STATEMENTS
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(i} Inventories
Inventories are valued at the lower of cost and net realisable value.

Costs incurred in bringing each product 1o its present location and condition is accounted for as
follows:

Raw materials- purchase cost on a first-in, first-out basis.

Finished goods and work-in progress — cost of direct materials and labour and a proportion of
manufacturing overheads based on normal operating capacity but excluding borrowing costs.

Net realisable value is the estimated selling price in the ordinary course of business, less
estimated costs of completion and the estimated costs necessary to make the sale,

{k) Trade and other receivables
Trade receivables, which generally have 30-90 day terms, are recognised and carried at originai
invoice amount less an alflowance for any uncollectible amounts.

An estimate for doubtful debts is made when collection of the full amount is no longer probable,
Bad debts are written off when identified.

() Cash and cash equivalents
Cash and short-term deposits in the balance sheet comprise cash at bank and in hand and short-
term deposits with an original maturity of three months or less.

For the purposes of the Cash Flow Statements, cash and cash equivalents consist of cash and
cash equivalents as defined above, net of ouistanding bank overdrafts.

(m} Trade and other payables
Trade payables and other accounts payable are recognised when the Group becomes obliged to
make future payments resulting from the purchase of goods and services.

(n} Empioyee benefits
i} Wages, salaries and annual leave
Liabilities for wages and salaries, including non-monetary benefits and annual leave expected to
be settled within 12 months of the reporting date are recognised in employee entitiements in
respect of employees’ services up to the reporting date. They are measured at the amounts
expected to be paid when the liahilities are settled.

iiy Long service leave
The liability for long service leave expected to be settled within 12 months of the reporting date is
recognised and measured in accordance with {i) above.

The liability for long service leave expected fo be seftled more than 12 months from the reporting
date is recognised in employee entitlements and is measured based on remuneration rates
current as at balance date for all employees with five or more years of service.

(0} Contributed equity
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction from the proceeds.

{p) Share-based payment transactions
The Group provides benefits to employees {including directors) of the Group in the form of share-
based payment transactions, whereby employees render services in exchange for shares or rights
over shares (equity-sefiled transactions).

There is currently one plan in place to provide benefits being the Employee Share Option Plan
{ESOP), which provides benefits to alt full time employees.

The cost of these equity-settled transactions with employees is measured by reference to the fair
value at the date at which they are granted. The fair value is determined by an external valuer
using a binomial model, further details of which are given in note 21.

To date the external valuer has determined that no value can be attributable to the options issued
to the employees.

In valuing equity-settled transactions, no account is taken of any performance conditions.

10



FLUOROTECHNICS LIMITED (FORMERLY FLUOROTECHNICS PTY LIMITED)
FINANCIAL STATEMENTS JUNE 2008

NOTES TO THE FINANCIAL STATEMENTS

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(g} Leases

n

(s)

Leases where the lessor retains substantially all the risks and benefits of ownership of the assei
are classified as operating leases. Operating lease payments are recognised as an expense in
the income statements on a straight-line basis over the lease term.

Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the
Group and the revenue can be reliably measured. The following specific recognition criteria must
also be met before revenue is recognised:

Sales of goods

Revenue is recognised when the significant risks and rewards of ownership of the goods have
passed to the buyer and can be measured reliably. Risks and rewards are considered passed to
the buyer at the time of delivery of the goods to the customer.

Government grants

Government grants are recognised at their fair value where there is reasonable assurance that the
grant will be received and all attaching conditions will be complied with.

When the grant relates to an expense item, i is recognised as income over the periods necessary
to match the grant on a systematic basis to the costs that it is intended to compensate.

Where the grant relates to an asset, the fair value is credited to a deferred income account and is
released to the income statements over the expected useful life of the relevant asset by equal
annual instalments,

Interest

Revenue is recognised as the interest accrues, using the effective interest method, which is the
rate that exactly discounts estimated future cash receipts through the expected life of the financial
asset, to the net carrying amount of the financial asset.

Income tax
Deferred income tax is provided on all temporary differences at the balance sheet date between
the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred income tax liabilities are recognised for all taxable temporary differences:

s except where the deferred income tax liability arises from the initial recognition of an asset or
liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor iaxable profit or loss; and

s In respect of taxable temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, except where the timing of the reversal of the
temporary differences can be controlled and i is probable that the temporary differences will
not reverse in the foreseeable future.

Deferred income tax assets are recognised for all deductible temporary differences, carry-forward
of unused tax assets and unused tax losses, {0 the extent that it is probable that taxable profit will
be available against which the deductible temporary differences, and the carry-forward of unused
tax assets and unused tax losses can be utilised:

e except where the deferred income tax asset relating 1o the deductible temporary difference
arises from the initial recognition of an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither the accounting profit nor
taxable profit or loss; and

s in respect of deductible temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, deferred tax assets are only recognised to the
extent that it is probable that the temporary differences will reverse in the foreseeable future
and taxable profit will be available against which the temporary differences can be utilised.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and
reduced to the extent that it is no longer probable that sufficient taxable profit will be availabie to
allow all or part of the deferred income tax asset to be utilised.

11



FLUGROTECHNICS LIMITED (FORMERLY FLUCROTECHNICS PTY LIMITED)
FINANCIAL STATEMENTS JUNE 2008

NOTES TO THE FINANCIAL STATEMENTS
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(s} Income fax (continued)
Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply
to the year when the asset is realised or the liability is settled, based on tax rates (and tax laws)
that have been enacted or substantially enacted at the balance sheet date.

Income taxes relating to items recognised directly in equity are recognised in equity.

{t} Othertaxes
Revenues, expenses and assets are recognised net of the amount of GST except where:

@ the GST incurred on a purchase of goods and services is not recoverable from the taxation
authority, in which case the GST is recognised as part of the cost of acquisition of the asset or
as part of the expense item as applicable; and

& receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part
of receivables or payables in the balance sheet,

Cash flows are included in the Cash Flow Statements on a gross basis and the GST component of
cash flows arising from investing and financing activities, which is recoverable from, or payable to,
the taxation authority, are classified as operating cash flows.

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or
payable fo, the taxation authority.

{u} New accounting standards and interpretations

Certain new accounting standards and interpretations have been published that are not mandatory
for 30 June 2008 reporting pericds. The director's assessment is that these new standards and
interpretations (to the extent relevant to Fluorotechnics Limited) will have no impact on the
financial report of the company except for the following:

Revised AASB 101 Presentation of Financial Statements. AASB 2007-8 Amendments to
Australian Accounting Standards arising from AASB 101 and AASB 2007-10 Further Amendments
fo Australian Accounting Standards Arising from AASB 101

A revised AASB 101 is effective for annual reporting periods beginning on or after 1 January 2009.
It requires the presentation of a statement of comprehensive income, and makes changes to the
statement of changes in equity, but will not affect any of the amounts recognised in the financial
statements. An income statement will no longer be required. Also, if an entity has made a prior
period adjustment or has reclassified items in the financial statements, it will need to disclose a
third balance sheet (statement of financial position), this one being as at the beginning of the
comparative period. The company intends fo apply the revised standards from 1 July 2009, i.e. for
30 June 2010 financial statements,

{v} Early adoption of standards
The entity has elected to apply the following pronouncement fo the annual reporting period
beginning 1 January 2009: AASE 8 Operating Segments. No adjustments to any of the financial

statements were required for the above pronouncement, but certain disclosures are no longer
required and have therefore been omitted.

12



FLUOROTECHNICS LIMITED (FORMERLY FLUOROTECHNICS PTY LIMITED)
FINANCIAL STATEMENTS JUNE 2008

NOTES TO THE FINANCIAL STATEMENTS
3. FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT

The Group and Company hold the following financial instruments:

Consolidated Company
2008 2007 2008 2007

$ $ $ $
Financial Assets
Cash and cash equivalents 342,518 542,238 378,893 542,238
Trade and other receivables — current 349,322 205,026 255,372 205,026
Trade and other receivables ~ non-current 0 0 261,711 0
Other financial assets 0 0 941,198 0

691,840 747,264 1,837,174 747,264
Financial Liabilities
Trade and other payables 643,335 295 167 554,971 295,167

643,335 295,167 554,971 295,167

The Group's activities expose it to a variety of financial risks; market risk {(including currency risk, and
cash flow interest rate risk), credit risk and liquidity risk. The Group's overall risk management
program focuses on the unpredictability of financial markets and seeks to minimise potential adverse
effects on the financial performance of the Group.

The Group does not use derivative financial instruments such as foreign exchange contracts and
interest rate swaps to hedge certain risk exposures.

The Group has policies in place to manage the risk attached to each of the instruments noted in the
table above. Risk management is the responsibility of the Chief Financial Officer under guidelines set
by the board. Financial counterparties are selected only with approval from the beard. The board
monitors cash management at each meeting. Financial risk management is reviewed annually as part
of the group’s broader risk management processes.

(&) Market Risk

The Group's market risk exposure is monitored on an ongoing basis by the Chief Financial
Officer in accordance with parameters set by the board. There has been no change in this
approach from the previous period.

(i} Foreign Exchange Risk

The Group operates internationally and is exposed to foreign exchange risk arising from
various currency exposures, primarily with respect to the US dollar and the Euro,

Foreign exchange risk arises from future commercial transactions and recognised assets
and liabilities that are denominated in a currency that is not the entity's functional currency.

Management has sef up a policy requiring group companies to manage their foreign
exchange risk against their functional currency.

At year end the Group held a US dollar bank account totafling A$10,773 (2007 - A$13,736)
in funds and two Euro bank accounts which were net overdrawn totalling A$13,354 (2007
A30). There were no finance facilities at balance date or during the year.
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FLUOROTECHNICS LIMITED (FORMERLY FLUOROTECHNICS PTY LIMITED)
FINANCIAL STATEMENTS JUNE 2008

NOTES TG THE FINANCIAL STATEMENTS

3. FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT (CONTINUED)

Trade receivables held by the Group and Company at year were held in the following
currencies (AUD equivalent):

Consolidated Company
2008 2007 2008 2007
$ $ $ $
Austratian Doliars 291 3,341 281 3,341
Us Dollars 6,520 3,804 8,520 3,804
European Union Euros 48,431 3,427 9,802 3,427
British Pounds 1,119 3,510 1,119 3,510
Singapore Dollars 112 0 112 0
Totat trade receivabies 56,473 14,082 17,944 14,082

Trade payables held by the Group and Company at year were held in the following
currencies (AUD equivalent):

Austratian Dollars s 356,034 47,661 358,035 47 661
US Dollars 852 0 852 0
Eurcpean Union Euros 73,939 7,129 9,757 7,129
British Pounds 8,741 0 8,741 0
Canadian Dollars 2,156 2,339 2,156 2,339
Total trade payables 441,722 57,129 377,541 57,129

There were no other foreign currency monetary assets or liabilities held by the Group.
Sensitivity

Based on the financial instruments held at 30 June 2008, had the Australian dollar
weakened/strengthened by 10% against the US dollar or Eure with all other variables held
constant, the Group's (and Company’s) post-tax profit for the year would have been less
than $10,000 lower / higher (2007 — less than $10,000 higher / lower), mainly as a result of
foreign exchange gains/osses on translation of US dollar or Euro denominated financial
instruments as detailed in the above table. A 10% movement in the British Pound, Canadian
Doltar or Singapore Dollar (up or down) would not have a material impact on the Group's
(and Company’'s) post tax profit for the year.

(i} Price Risk

The Group is not exposed to price rigk, including exposure to commodity and equity
securities price risk.

(it} Cashftow and interest Rate Risk

The Group’s exposure to the risk of changes in market interest rates relates primarily to the
Group’s cash and term deposit holdings. The Group’s policy is 0 manage its interest
revenue using a mix of fixed and variable rates. The Group's policy is to keep any cash
excess to immediate working capital requirements in term deposits maturing every 30, 60
and 90 days. As at reporting date the Group {(and Company) had the following cash and
term deposit holdings:

Consolidated Company
; . , . Weighted Average
Fixed / Floating Fixed / Floating Effective Interest
Interest Interest R
ate
2008 2007 2008 2007 2008 2007
$ $ $ $ % %

Financial assets
Cash and cash equivalenis 342,518 378,893 378,893 542238 5.48% 6.10%
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FLUOROTECHNICS LIMITED (FORMERLY FLUOROTECHNICS PTY LIMITED)
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NOTES TO THE FINANCIAL STATEMENTS

(b)

(c)

3. FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT (CONTINUED)

Sensitivity

During the year ended 30 June 2008, if interest rates had changed by -/+ 80 basis points
from the prevailing rates, with all other variables held constant, the Group's (and
Company’s) post-tax profit for the year would have been $3,000 lower/higher (2007 —
$5,000 lower/higher), mainly as a result of higher/lower interest income from cash and cash
equivalents.

Credit Risk

Credit risk for the Group is associated with deposits with banks and exposure to customers. For
banks, only independently rated parties with a minimum rating of ‘A’ are accepted. For
customers sales are generally made on 30 to 60 day settlement terms.

The Group policy is to trade only with recognised, creditworthy third parties. 1t is the Group’s
policy that all customers who wish to trade on credit terms are subject to credit verification
procedures. The Group assesses their credit quality, taking into account their financial position,
past experience and other factors.

The maximum exposure to credit risk at the reporting date is the carrying amount of the financial
assets as shown at the start of this note,

The Group invests surplus funds only with banks approved by the board. Currently funds are
held with two different barks. Otherwise there are no significant concentrations of credit risk
within the Group. Since the Group trades only with recognised third parties, there is no
requirement for collateral.

Receivable balances are monitored on an ongoing basis with the result that the Group's
exposure to bad debts is not significant. The group has not experienced any default event in
respect of its cash or receivables instruments.

There has been no change in this approach from the previous period.
The amount of trade debtors outstanding as at 30 June 2008 was $56,473 (2007 — $14,082).
All past due but not impaired amounts have been received subsequent to year end.

The credit quality of financial assets that are neither past due nor impaired can be assessed by
reference to external credit ratings (if available) or to historical information about counterparty
detault rates:

Consolidated Company
2008 2007 2008 2007
$ $ $ $
Cash at Bank and Shert Term Deposits
AA (B&P) 342,518 542 238 378,893 542,238
342,518 542,238 378,893 542,238

Liquidity Risk

The Group relies on surplus cash holdings to fund its working capital needs. Any surplus cash
not required to meet immediate working capital needs is invested in 30, 60 or 90 day bank term
deposits as appropriate.

The Group does not carry debt or loan or overdraft facilities. The only financial instrument
liabilities are trade and other payables which are typically payable in accordance with normal
commaercial terms.

The Chief Financial Officer ensures that sufficient funds are on hand to meet short term
commitments to pay creditors. The board is apprised regularly of forecast cash demands and
the ability of the company to meet those demands from its cash reserves.

There has been no change in this approach from the previous period.
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FLUOROTECHNICS LIMITED (FORMERLY FLUOROTECHNICS PTY LIMITED)

FINANCIAL STATEMENTS JUNE 2008

NOTES TO THE FINANCIAL STATEMENTS
3. FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT (CONTINUED)
{d} Fair Value estimation
The board believes that the carrying amount of the financial assets and financial liabitities in the
balance sheet (summarised at the beginning of this note) is a reasonable approximation of fair
value. The carrying value less impairment provision of trade receivables and payables are
assumed to approximate their fair values due to their short term nature,
4. DIVIDENDS
No amounts have been paid, declared or recommended by the company by way of dividend since the
commencement of the year (2007 nil). The franking account balance is nil (2007 nil).
5. CHANGE IN COMPOSITION OF ENTITY

tn October 2007 Fluorotechnics Limited acquired 100% of the voting shares in ETC Elektrophorese-

Technik GmbH. In August 2008 Fluorotechnics Limited changed status from a private Australian
company to an unlisted public Australian company and associated with this changed its name to

Fluorotechnics Limited.

There has been no other change in the composition of the entity.

6. REVENUE AND EXPENSES

Consolidated Company
2008 2007 2008 2007
$ $ $ $

(a) Grant Income
Government grants refeased 170,170 270,380 170,170 270,380
A Commonwealih Government grant has been received for ongoing research
activities within Australia, to develop new fucrescent consumable products,
A Commaonwealth Government grant has been recelved in relation to the Groups
Australian export activities. Contingencies attaching to these grants are explained in
Note 26,
{b) Employment Expenses
Wages and salaries 1,415,851 836,389 1,234,010 836,389
Employee allowances 70,739 4,301 70,739 4,301
Superannuation 95,205 60,106 83,216 60,106
Cther 71,614 30,968 70,537 30,968

1,653,509 931,764 1,458,502 931,764

7. INCOME TAX
Recongiliation of Income Tax Expense to Prima Facie Tax Payable:

l.oss before income fax (2,576,487) {1,279,692) (2,358,542) {1,279,692)
Tax {benefit) at the Australian tax rate of 30% (772,946) (383,808) {707.563) (383,908}
Add tax effect of:
Other items o {679) 0 (679)
Other non-allowable items 57,029 1,618 1,646 1,618
i ess tax effect of:
Timing Differences not brought fo account 526,723 206,143 526,723 206,143

(179,194) (176,828) (179,194) (176,826)
Deferred Tax Asset not brought to account & 0 0 0
income tax expense (benefi{} reported in income (179,194) (176.826) (179,194) (176,826)
statement
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NOTES TO THE FINANCIAL STATEMENTS
7. INCOME TAX (CONTINUED)

Income Tax Losses

The Group has tax losses arising in Australia of $2,633,040 that are available indefinitely for offset
against taxable profits of the company in which those iosses arose.

Franking Credits

The Company has no franking credits available for distribution as no income tax has been paid to
date,

8. EARNINGS PER SHARE

Basic earnings per share amounts are calculated by dividing net profit for the year attributable to
ordinary equity holders of the parent by the weighted average number of ordinary shares outstanding
during the year.

Diluted earnings per share amounts are calculated by dividing the net profit attributable to ordinary
equity holders by the weighted average number of ordinary shares outstanding during the year
(adjusted for the effects of dilutive options, if any).

Consolidated

2008 2007
$ $
Loss after income tax (2,397,293) (1,102,866)
Number Number

Weighted average number of ordinary shares used in calculating basic
earnings per share:

Effect of dilutive securities: 0 0

7,069,493 6,048,220

Adjusted weighted average number of ordinary shares used in calculating
diluted earnings per share:

Share options have been excluded from the calculation of the number of diluted securities as they have
an anti dilutive effect on the earnings per share calculation.

7,069,493 6,049,220

9. CASH AND CASH EQUIVALENTS

Consolidated Company
2008 2007 2008 2007
3 3 $ $
Cash at bank 142 518 142,238 178,893 142,238
Short-term deposits 200,000 400,000 200,000 400,000
342,518 542,238 378,893 542,238

Cash at bank earns interest at floating rates based on daily bank deposit rates.

Short-term deposits are made for varying periods of between one day and ihree months depending on
the immediate cash requirements of the Group, and earn interest at the respective short-term deposit
rates.

The fair value of cash and cash
equivalents is: 342,518 542,238 378,893 542238
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10. TRADE AND OTHER RECEIVABLES

Consolidated Company
2008 2007 2008 2007
$ $ $ $
Current
Trade receivables 56,473 14,082 17,844 14,082
QOther receivables 292,849 190,944 237,428 190,944
349,322 205,026 255,372 205,026
Non-Current
Loan to controlled entity - ETC
Elektrophorese-Technik GmbH t] 0 261,711 0
11.OTHER ASSETS
Prepayments 28,672 29,543 28,872 29,643
12. INVENTORIES
Finished goods — at cost 140,022 68,086 80,845 68,086
13.OTHER FINANCIAL ASSETS
Shares in cantrolied entities - unlisted 0 0 941,198 0
Less: Allowance for write down 0 0 0 0
Total Investments Q 0 941,198 0

interests in Subsidiaries

ETC Elektrophorese-Technik GmbH is the only trading entity conirolied by the Company as at 30
June 2008. This entity has been included in the consolidated accounts of the Group from 1
November 2007.

ETC GmbH is a German based company and was acquired at 31 October 2008, with the initial value
at cost comprising shares and the costs of acquisition to a total value of $940,152. The underlying
assets and business of ETC GmbH were fair valued at the time of acquisition and are recorded at
these values at year end.

In May 2008 the Group incorporated a non-trading company in Delaware, USA. This company,
Fluorotechnics Inc. did not trade from the date of incorporation to the end of the financial year. This
entity has been included in the consolidated accounts of the Group from the date of incorporation.
The initial value at cost comprising shares was a totai value of $1,046.
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14, PROPERTY, PLANT & EQUIPMENT

Consolidated Company
2008 2007 2008 2007
$ 3 $ $
Plant and equipment
At cost 698,222 509,473 524,287 509,473
Accumulated depreciation (562,034) (436,129) (471,961) (436,129}
136,188 73,344 52,328 73,344
Leasehold improvements
At cost 175,740 175,740 175,740 175,740
Aceumulated depreciation {175,740) (175,740} (475,740} {175,740)
0 0 G 0
Total property, plant & equipment 136,188 73,344 52,326 73,344
Reconcilfiation
Reconciliation of the carrying amounts
of property, plant and equipment at the
beginning and end of the current
financial year:
Carrying amount at beginning 73,344 130,741 73,344 130,741
Acguisitions 103,337 4,705 14,814 4,705
Disposals G (2,333) 0 (2,333)
Depreciation (40,493} (59,769) (35,832) {59,789)
Net carrying amount 136,188 73,344 52,326 73,344
15. INTANGIBLE ASSETS
Patents at Cost 37,601 37,801 37,801 37,601
Accumulated amortisation (13,651) (11,787) (13,651) {11,767)
Total Patents 23,950 25,834 23,850 25,834
inteliectual property at Cost 686,557 G 0 0
Accumulated amortisation 4] 0 0 0
Total intellectual Property 686,557 0 0 0
Contracts at Cost 161,580 0 o 0
Accumulated amortisation 0 0 0 0
Total Contracts 191,580 0 0 0
Total Intangible Assets a02,087 25,834 23,650 25,834
Reconcitiation of the carrying amounts of
intangitle Assets at the beginning and
end of the current financial year:
Carrying amount at beginning 25,834 27,718 25,834 27,718
Purchase of inteliectual property 686,557 8] 0 0
Purchase of contracts 191,580 ¢ 4] 0
Amortisation of patents (1,884) {1,884} (1,884) (1,884)
Net carrying amount 902,087 25,834 23,950 25,834
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16. ACQUISITION OF ENTITIES

During the year Fluorotechnics Limited purchased the percentage voting shares in the following
entities:

o . .
Acquisition Date Acquired % Vzirggirsei‘;ares ig:::::zss
ETC Elektropharesis-Technik GmbH 31 October 2007 100 Biotechnology

The above acquisition cumulatively contributed revenues of $261,080 and net loss of $227.201 to the
Group from 31 October 2007 to 30 June 2008. These amounts have been calculated using the
Group’s accounting policies.

If the acquisition had occurred on 1 July 2007, consoclidated revenue and consolidated loss for the
year ended 30 June 2008 would have been $847,876 and $2,403,542 respectively. These amounts
have been calculated using the Group's accounting policies.

Impairment tests for Intellectual Property and Contracts

intellectual Property and contracts has arisen on the acquisition of an entity during the period. The
Infellectual Property is attributable to the new product/ manufacturing processes developed of the
acguired business. Assets and liabilities acquired are at fair value. No provisions on acquisition were
created. There were no acquisitions during the year ending 30 June 2007.

Goodwill is aliocated to the Group’s cash-generating units (CGUs) identified according to business
segment.

The recoverable amount of a CGU is determined based on value-in-use calculations. These
calculations use cash flow projections based on financial budgets approved by management covering
a three-year period. Cash flows beyond the three-year period are extrapolated using the estimated
growth rates stated below.

Key assumptions used for valuing this calculation are as follows:
e Revenue growth — varying from year to year from 170% in year one to 5% in year ten.
e Discount rate applied — 70% per annum
Management does not consider a change in any of the key assumptions to be reasonably possible.

Assets and liabilities acquired
Details of the fair value of the assets and liabilities acquired and goodwill are as follows:

2008
$
Cash Paid to vendors 0
Amount paid to vendors (as equity) 869,565
Direct costs refating to the acquisition 70,587
Total purchase consideration 940,152
Fair value of net identifiable assets acquired (940,152)
Goodwit 0
Cash consideration 70,587
Add: Balances acquired in shares 869,565
Total consideration 940,152
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16. ACQUISITION OF ENTITIES (CONTINUED)
The assets and liabilities arising from the acquisition are as follows:
2008
$
Acquirer’s carrying amounts at fair value
Cash (bank overdraft) (2,015)
Trade receivables 43,668
Inventories 49,953
Plant & equipment 5,058
Intellectual property 686,557
Licence agreements 191,580
Other assets 4,782
Trade payables {7,390)
Other payables {32,041)
Net identifiable assets acquired 940,152
17. TRADE AND OTHER PAYABLES
Consolidated Company
2008 2007 2008 2007
$ $ $ $
Trade payables 441,722 57,129 377,541 57,129
Other payables 201,813 189,651 177,430 189,651
843,335 246,780 554,971 248,780
18.EMPLOYEE ENTITLEMENTS
Current 380,148 48,387 374,725 48,387
Non Current 41,417 0 41,417 0
421,565 48,387 416,142 48,387
19.CONTRIBUTED EQUITY
CONTRIBUTED EQUITY
Ordinary shares 6,145,751 3,655,467 6,145,751 3,665,467
2008 2007
$ Number $ Number

MOVEMENTS IN ISSUED CAPITAL
Ordinary shares on issue

Balance at 1st July

issued during the period:

Placement — September 2008
Placement ~ Cciober 2007

Issue ~ October 2007

Issue — ETC acquisition - October 2007
Placement — March 2008

3,655,467 6,049,220

2,741,125 5,218,000

0 0 914,342 831,220
552,347 502,134 0 0
36,164 32,876 ¢ 0
869,565 572,542 it 0
1,032,208 825,767 0 0
6,145,751 7,982,538 3,655,467 6,049,220
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19.CONTRIBUTED EQUITY (CONTINUED)

Terms and Conditions

Holders of ordinary shares are entitled o receive dividends as declared from time fo time and are
entitled to one vote per share at shareholders’ meetings.

In the event of a winding up of the company, ordinary shareholders rank after creditors and are
entitled to any proceeds of liquidation in proportion to the number of and amounts paid on shares held.

The company has one share option scheme under which options to subscribe for the company's
shares have been granted to all full time employees (refer note 21).

In March 2008 the Group completed a capital raising of $1,032,208 from the issue of 825,767 new
ordinary shares to existing and new shareholders.

These shares were issued on the following terms:

The issue price per Share will be a dollar amount equal to 75% of the issue price of the shares in the
Company in the event that the Company is subject to an initial public offering (IPO).

In the event that the proposed PO does not occur by 31 October 2008, the Issue Price per Rights
tssue Share will be $1.25.

On the date a prospecius is lodged by the Company with the Australian Securities and Investments
Commission in respect of the proposed IPO or 31 October 2008 whichever is earlier {or such other
date as determined by the Company), the Company will deliver to each successful applicant a notice
setting out the Issue Price calculated.

if the Issue Price is determined to be greater than $1.25, the directors of the Company will make a call
upon the holders of these Shares in respect of any money unpaid on these Shares.

Each applicable Shareholder shall, upon receiving at least 14 days' notice specifying the time and
place of payment, pay to the Company at the time and place so specified in that notice the amount
called on these Shares.

Capital Risk Management

The Group’s and the parent entity’'s objectives when managing capital are to safeguard their ability to
continue as a geing concern, so they can provide returns for shareholders and benefits for other
stakeholders and to maintain an optimal capital structure to reduce the cost of capital.

At this stage of the Group's development, the board does not feel that it is appropriate to raise debt, or
to pay dividends to shareholders. There is no debt on the Group’s balance sheet. Hence the gearing
ratio is 0%. In order to satisfy the capital requirements of the business, the Group may issue new
equity as considered appropriate.

20.RESERVES

Consolidated Company
2008 2007 2008 2007
$ $ $ $

Share based payments reserve 92,214 0 92,214 ¢
Movemenis:

Batance at start of the financial year I 0 0 0
Shares to be issued in the future as

compensation for salaries foregone 92,214 0 92,214 0
Closing balance 92,214 0 92,214 0
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20. RESERVES (CONTINUED)

On 5 October 2007, the Company employed Mr Guenter Thesseling in the role of Chief Sales and
Marketing Officer based in Germany.

Puring the period from commencement to the proposed successful capital raising or twelve months,
whatever happens first, the employee agrees that his net salary will be paid as ordinary shares in the
Company. These shares will be issued on the following terms:

(a) The number of shares issued under this clause will be calculated by the share price
applied in the ETC acquisition.

{b) The shares will be issued at the earlier date of completing a successful capital raising or
on the first anniversary date of this agreement,

(c) The shares are issued under the terms of our shareholders agreement.

{a) The issued shares are subject to shareholder approval.

Employee equily benefits reserve

This empioyee share option and share plan reserve is used to record the value of equity benefits
provided to employees and directors as part of their remuneration. Refer to note 21 for further details
of these plans.

21.EMPLOYEE SHARE OPTION PLAN

The Company has an employee share options plan (ESOP) for the granting of non-transferable
options to all full time emplayees with more than twelve months’ service.

On 30 April 2004 the shareholders approved the following share option plan:

Options for Options for Options for Totat options
year ended 30 | year ended 30 | year ended 30
June 2004 June 2005 June 2006
Total 43,039 45,191 47,450 135,680

in 2004 the Directors granted 31,551 share options from the first franche in respect of the year ended
30 June 2004. However, with staff resignations throughout the period the number of granted options
available to be exercised at 30 June 2008 was 24,322,

In 2005 the Directors granted 26,361 share options from the second tranche in respect of the year
ended 30 June 2005. However, with staff resignations throughout the period the number of granted
options available to be exercised at 30 June 2008 was 22,753.

In 2006 the Directors granted 31,597 share options from the third tranche in respect of the year ended
30 June 2006. However, with staff resignations throughout the petiod the number of granted options
available to be exercised st 30 June 2008 was 26,470.

At 30 June 2008 the total opticns available to be exercised is as follows:
30 June 2004 30 June 2005 30 June 2006

Total options

Total 24,322 22,753 26,470 73,545

During the year ended 30 June 2008 and the years ended 30 June 2007, 30 June 2006 and 30 June
2005, no options granted were exercised over ordinary shares.

Independent valuations were performed on the share options at the time of being issued and all share
options have been valued at $Nil.
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21. EMPLOYEE SHARE OPTION PLAN (CONTINUED)
The terms and conditions of the options are as follows:
a. Each employee must be a current employee of the company at the time of vesting for the
options 1o vest.
b. The ultimate granting of the options by the Board of Directors is discretionary but will be based

on the successful achievement of certain projects that will be pre-agreed annually between the
Hoider and the Chief Executive Officer of the Company.

C. No amount is payable on issue of the options and the exercise price is $2.20 per ordinary
share
d. Each employee may exercise all vested Fluorotechnics Options at any time within five (5)

years from the date of issue of such options and any options that are not exercised prior to this

time will automatically expire.

e, These options can not be fransferred or assigned.

The exercise of the options can only be completed i each employee enters into a Deed of
Accession agreeing to be bound by the Shareholders Agreement, dated 19 July 2002.

22. ACCUMULATED LOSSES

Consolidated Company
2008 2007 2008 2007
$ $ $ $
Opening balance {3,006,563) {1,903,697) (3,006,563} {1,903,897)
Loss after income tax (2,397,293) (1,102,866) {2,179,348) (1,102,868}
Closing balance (5,403,856) (3,008,563) {5,185,91%) (3,006,563)
23.NOTE TO THE CASH FLOW STATEMENTS
Reconciliation of loss after tax to the net cash from operating activities:
Loss after income tax (2,397,293) (1,102,866) (2,179,348) (1,102,866)
Adjustments for:
Depreciation 40,493 59,769 35,832 59,769
Amortisation of Patent 1,884 1,884 1,884 1,884
Salaries paid as equity 128,378 0 128,378 o
Profit on disposal of property plant and equipment G (1,580} 0 {1,580}
Changes in assets and liabilities
(Incrgase)fdecrease in trade and other (143,625) (42,125) (49,675) (42,125)
receivables
{Increase)/decrease in inventories (71,936) 7,258 (12,759) 7,258
{Decrease)/increase in frade and other payabies 460,585 109,619 309,160 109,619
{Decrease)/increase in employee entitlements 373,178 o 387,755 0
Net cash used in operating activities {1,608,336) {968,041) {1,388,773) (968,041)

Financing Facilities

At balance date there were no finance facilities arranged with the Group.
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24 EMPLOYEE BENEFITS AND SUPERANNUATION COMMITMENTS

Consolidated Company
2008 2007 2008 2007
$ $ $ $

Accrued salaries (current) 309,836 22,318 304,213 22,318
Empioyee entitlements {current) 55,391 28,089 55,391 26,069
Accrued superannuation (current) 18,121 a 15,121 O
Employee entitlements {non-current) 41,417 0 41,4147 G

421,565 48,387 416,142 48,387

25.DIRECTOR AND EXECUTIVE DISCLOSURES

Directors and Executives

1) Specified directors

e MrRHTaylor Chairman (non-executive)

¢« DrDAVeal Director and Chief Executive Officer

« Professor P Bergquist Director (non-executive)

s« Mr J Fletcher Director (non executive) - Appointed 15 March 2008

e Nr D Weber Director (non executive) - Appointed 15 March 2008

e Mr G Thesseling Director and Chief Sales and Marketing Officer — Appointed

30 October 2008
2) Specified executives
s DrP H Karuso Chief Scientific Officer (part time)
e  MrJD Walker Chief Financial and Operating Officer and Company secretary

Remuneration of Specified Directors and Specified Executives

Remuneration Policy

No fees are currently paid to non-executive directors.
Directors will not be entifled to a retirement benefit.
Directors will not participate in share or option plans except with the approval of the shareholders.

Senior Executives

Remuneration packages will generally be set to be competitive to both retain and attract high quality
executives to the Group. The Group will assess the appropriateness of the nature and amount of
emolumenis on a periodic basis by reference to relevant employment market conditions. Executives
are given the opporiunity to receive their base emolument in a variety of forms including cash and
fringe benefits such as motor vehicles and expense payments plans. The manner of payment chosen
should be optimal for the recipient without creating undue cost for the Group.

Short term incentives will comprise a fixed {cash) element and variable incentive components and will
be subject to various performance measures linked fo the short term objectives of the Group.

Long term incentives will be through participation in an option plan or an issue of options, the exercise
of which will be subject to achievement of major performance milestones.
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25.DIRECTOR AND EXECUTIVE DISCLOSURES (CONTINUED)
Remuneration of Specified Directors and Specified Executives
g Share
Primary Post Employment Based
Payment Total
salaryg | Cash J Monotary | annation | REUFOMENt | oo
benefits m
2008
Specified Directors
R H Taylor 0 0 0 0 0 0 0
D A Veal (2) 45,784 0 0 4,121 0 Q 49,805
P Bergquist 0 0 5] 0 0 0 0
J Fletcher 0 0 0 0 0 0 0
D Weber 0 0 0 G ¢ 0 0
G Thesseling 61,003 0 128,378 13,565 0 G 202 946
Specified Executives
P H Karuso 2y 6,500 0 G 585 0 7,085
J D Walker 172,375 0 0 15,514 0 187,888
285662 0 128,378 33,785 0 447 825
Share
Primary Post Employment Based
Payment Total
Non Super- .
“Fet. | Bonus | Monetary | annuauon | FLCRREN options
2007
Specified Directors .
R H Taylor 0 0 0 0 0 C 0
D AVeal 2 44,450 0 0 4,001 0 4 48,451
P Bergguist 0 0 O 0 0 0 0
Specified Executives
P H Karuso 2) 8,190 0 557 0 0 6,747
J D Walker 167,354 0 15,062 0 0 182,416
217,994 0 19,620 0 0 237.614

1. Superannuation in 2008 was paid to the following funds: Veal Superannuation Fund — DA Veal,

Unisuper — PH Karuso and Kirri Cove Superannuation Fund — JD Walker. Superannuation in
2007 was paid to the following funds: UniSuper ~ DA Veal and PH Karuso and Kirri Cove
Superannuation Fund for JD Walker,

2. Addiional remunerafion arrangements for DA Veal and PH Karuso are included in note 28.
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25.DIRECTOR AND EXECUTIVE DISCLOSURES (CONTINUED)
Shareholdings of Specified Directors and Specified Executives

Balance Acquired Granted as Batance at Registered Holder
1 July 07 During Salary 30 June 08
Ordinary Year Sacrifice Ordinary
2008
Directors
R H Taylor 798,241 ¢] G 798,291 R H Tayior
236,364 41,410 0 277,774  Smart Richard Super Fund
DA Vaal 51,698 o] 0 51,6896 D A Veal
' 845,281 25,250 0 870,531 C Veal
P Bergquist 9,646 9,000 0 18,548 P Bergquist
J Fletcher 206,000 243,600 0 443,000 Kannatax Pty Lid
[ Weber 0 219,829 0 219,829 DA Weber Trust
G Thesseting 0 82,876 o 82,876 G Thesseling
Key Management Personnel
PH Karuso 256,120 0 0 256,120 PH Karuso
JD Walker 176,746 25,250 0 201,996  Kirri Cove Pty Lid
Total 2,674,044 646,615 0 3,220,659
2007
Directors
R H Taytor 798,294 0 it 798,291 R H Taylor
190,910 45,454 4 236,364 Smart Richard Super Fund
O A Veal 51,696 G o 51,696 D A Veal
818,008 27,273 0 845,281  C Veal
P Bergquist 5,000 4,546 0 9,546 P Bergguist
Key Management Personnel
PH Karuso 256,120 0 0 256,120 PH Karusc
JD Walker 154,019 22,727 it 176,746  Kirri Cove Pty Ltd
Total 2,274,044 100,000 0 2,374,044

All equity transactions with specified directors and specified executives have been entered into under
terms and conditions no more favourable than those the entity would have adopted if dealing at arm’s
length.

L.oans to Specified Directors and Specified Executives
No loans to specified directors and specified executives were provided during the reporting period.

Other Transactions and Balances with Specified Directors and Specified Executives

No other transactions to specified directors and specified executives were provided during the
reporting period.
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25.DIRECTOR AND EXECUTIVE DISCLOSURES (CONTINUED)
Remuneration Options: granted and vested during the period

During the financial period no options were granted. The existing options may only be exercised
provided that certain performance milestones have been achieved, and expire five years after vesting.

Terms and Conditions for Each Grant

Post Employments Equity Other Total
Value per . .
GIa\O rtzc-l,d ;{ sﬁl?:r Uh? :::feef GD;:tr: O;étli‘g 2 tat FE:E?;;C;:»S;:' ExFel:iitse Exi;:'g:se
Number Date Share Date Date
Year to 30 June 2008 ) {$)
Specified Directors
R H Taylor 0 0 0 n/a n/a nfa n/a n/a
O A Veal 19,422 19,422 0 23/07/04 $0.0C $2.20 Current  23/07/09
P Bergquist 0 0 0 n/a nfa n/a nfa nfa
G Thesseling 0 0 0 nfa n/a n/a n/a nia
Year to 30 June 2007
R H Taylor 0 0 0 nfa nla nla n/a n/a
D A Veal 19,422 19,422 o 23/07/04 $0.00 $2.20 Current  23/07/09
P Bergquist 8} 0 0 n/a n/a n/a n/a n/a
G Thesseling 0 0 0 n/a n/a n/a n/a n/a
Shares issued on exercise of remuneration options
No remuneration options were exercised during the half yesr.
Option holding of specified directors and specified
executives
Ba;:? ce Granted as Options Net Balance at
Year to 30 Beginr]ing E?z;rtliz: Exercised Cg?hne%e g;goo; Vested at 30 June 2008
June 2008 of Period
123:;!13{ 302;:;&? ° Total Exerri?stabie Exercisable
R H Taylor 0 G 0 g 0 0 0 0
D A Veal 19,422 0 0 0 19,422 19,422 0 19,422
P Bergquist 0 G G 0 0 0 0 0
G Thesseling 0 C 0 0 G 0 0 0
P H Karuso 3,872 0 0 0 3,872 3,872 o 3,872
J D Walker 24,378 0 0 o 24,376 24,376 0 24,378
Total 47,870 0 0 ¢ 47,670 47,870 0 47 670
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25.DIRECTOR AND EXECUTIVE DISCLOSURES (CONTINUED)

Balance

Year to 30 Beg?r:ning GrRa:J\i?n?s Ec)iep:i:?:s d Ch?:itge BaEI?"tr(;!cgfat Vested at 30 June 2007
June 2007 of Period eration Gther Period
123316!’ 302;;;1e Total Exer?ﬁ?stabie Exercisable
R H Taylor 0 0 0 0 G 0 0 0
D A Veal 19,422 0 0 0 19,422 19,422 0 19,422
P Bergquist 0 0 0 0 o 0 0 0
G Thesseling 0 0 0 0 0 0 0 0
P H Karusc 3,872 0 0 0 3,872 3,872 ¢ 3.872
J D Walker 24,376 a G 0 24,376 24,376 0 24376
Total 47,670 0 0 0 47,670 47,670 0 47,670
26.RELATED PARTY TRANSACTIONS
Ultimate Parent
Fluorotechnics Limited is the ultimate parent company of the Group.
Subsidiaries
The subsidiaries of Fluarctechnics Limited are:
incorporated % Owned Date Acquired Status
ETC Elektrophorese-Technik GmbH Germany 100% 31 October 2008 Trading
Fluorotechnics nc. USA 100% 27 May 2008 Dormant

Transactions with wholly owned group

During the year, Flucrotechnics Limited recognised a gross receivable of $261,711 (2007; $Ni#) from
its wholly-owned subsidiaries for capital purchases and to meet day to day funding requirements.
Loans outstanding between the Company and its wholly owned subsidiaries are at call and are non-
interest bearing.

Other related party transactions

Consolidated Company
2008 2007 2008 2007
$ $ $ $
Purchases of Services from Shareholders
Macquarie University 158,398 161,446 159,398 161,446

Fluorotechnics Ltd and Macguarie University entered into a six year shareholder agreement in July
2002. This agreement gaverns Fluorotechnics use of Macquarie University personnel, facilities and
equipment, including the services of DA Veal and PH Karuso.

All transactions were made on normal terms and conditions and at market rates.
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27.AUDITORS REMUNERATION
Amounts charged by HLB Mann Judd (NSW Partnership) the auditors of the Company:

Consoclidated Company
2008 2007 2008 2007
$ $ $ $
Audit/Review of Financial Statements 21,725 13,909 21,725 13909
Gther services in relation o the Company:
Grant audits 775 775 775 775
22,500 14,684 22,500 14,684

28.CONTINGENT ASSETS AND LIABILITIES

The Group has no known contingent assets as at the date of this report.
Acquisition of subsidiary - ETC Elecktrophesis-Technik GmbH (ETC)
On 31 October 2007 Fluorotechnics acquired 100% of the share capital of ETC.

The acquisition of ETC allows for the original ETC shareholders to receive additional shares in
Fluorotechnics on the achievement of certain revenue targets over a three year period.

On 100% achievement of these targets an additional 873,126 ordinary shares in the company will be
required to be issued. The agreement includes a sliding scale starting from 50% achievement,
whereby 218,282 ordinary shares in the company will be issued. Fluorctechnics has not recorded this
potential liability in the accounts of the company as it is of the view that these shares will not be
required to be issued.

Government Grant
On 14 April 2003 Fluorotechnics entered a Biotechnology innovation Fund (BIF) Grant Agreement with

the Australian Government. The maximum grant received under this agreement was $250,000 and
was for the period 14 April 2003 o 31 December 2004,

On 7 January 2004 Fluorotechnics entered a R&D Start Program (R&D) Grant Agreement with the
Australian Government. The maximum grant received under this agreement was $1,040,768 and is
for the period 7 January 2004 to 31 December 2007,

A condition of these agreements is that Fluorotechnics must obtain written approval from the
Australian Government prior to a change in control of the company or ownership of the intellectual
property associated with these projects before 31 December 2008 for the BIF Grant and 3¢ April 2012
for the R&D Grant. |f prior approval is not obtained the grant funds or a portion thereof may be
required to be repaid.

The Directors are not aware of any current circumstances requiring such Government approval.

29.EXPENDITURE COMMITMENTS
There were no capital or expenditure commitments contracted at 30 June 2008 (30 June 2007 — nil).

30.EVENTS SUBSEQUENT TO BALANCE DATE

in September 2008 the Group lodged a supplementary prospectus to raise between $6,000,000 and
$12,000,000 by listing on the Australian Securities Exchange.

Should this listing be successful, under the terms of the reconstruction contemplated in the
supplementary prospectus, the number of shares issued in the March 2008 placement (refer note 19)
will become 1,738,400 and an additional $200,000 will be received by the Company.

There have been no other significant events occurring subsequent to balance date.
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DIRECTORS’ DECLARATION JUNE 2008

In the directors’ opinion:

(a} the financial statements and notes set out on pages 2 to 30 present fairly the company's and
the consolidated entity’s financial position as at 30 June 2008 and their performance for the
financial year ended on that date in accordance with Accounting Standards (including the
Australian Accounting Interpretations); and

(b} there are reasonable grounds to believe that the company will be able to pay its debts as and
when they become due and payable.

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

Rick Taylor

Chairman

Sydney
17 October 2008
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FLUOROTECHNICS LIMITED
ACN 600 022 319
INDEPENDENT AUDITOR'S REPORT

To the members of Fluorotechnics Limited:

We have audited the accompanying financial report of Fluorotechnics Limited (“the company”), which
comprises the balance sheet as at 30 June 2008, and the income statement, statement of changes in
equity and cash flow statement for the year ended on that date, a summary of significant accounting
policies and other expianatory notes for both the company and the Fluorotechnics Limited Group (“the
consolidated entity™) as set out on pages 2 to 31. The consolidated entity comprises the company and
the entities it controlied at the year’s end or from time to time during the financial year.

Directors’ Responsibility for the Financial Report

The directors of the company are respensible for the preparation and fair presentation of the financial
report in accordance with Australian Accounting Standards (including the Australian Accounting
Interpretations). This responsibility includes establishing and maintaining internal controls relevant to
the preparation and fair presentation of the financial report that is free from material misstatement,
whether due to fraud or error; selecting and applying appropriate accounting policies; and making
accouniing estimates that are reasonable in the circumstances.

In Note 2(c), the directors also state, in accordance with Accounting Standard AASB 101: Presentation
of Financial Statements, that compliance with the Australian equivalents to International Financia!
Reporting Standards ensures that the financial report, comprising the financial statements and notes,
complies with International Financial Reporting Standards.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial report based on our audit, We conducted our
audit in accordance with Australian Auditing Standards, These Auditing Standards require that we
comply with relevant ethical requirements relating to audit engagements and plan and perform the audit
to obtain reasonabie assurance whether the financial report is fiee from material misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial report. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial report, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial report in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by the directors, as well as
evaluating the overail presentation of the financial report,

Our audit did not involve an analysis of the prudence of business decisions made by directors
Or management.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

HEE Mann Judd {NSW Parthership) ABN 34 487 821 289

Lavel 19 207 Kent Straet Sydrey NSW 2000 Austratia | DX 10313 SSE | Telephone <51 (0)2 9020 400G | Fax +87 {0)2 9020 4150
Email: maithoxanlbnsw.som.au | Wabsite: veaw hib.com.au

Liahility Himited oy a scheme spproved undar Professiona! Standards Legislation

HEB Maon Judd INSW Parinershind s 2 meimbe of [EBY lsemalions! A worit-wide a:ganfsation of sceounting firms and busisess sdvisers
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FLUOROTECHNICS LIMITED
ACN 006 022 319
INDEPENDENT AUDITOR’S REPORT
(CONTINUED)

Independence

Ir: conducting our audit, we have complied with the independence requirements of the Australian
professional accounting bodies.

Aunditor’s Opinion
In our opinion:

(a) the financial report presents fzirly, in ali material respects, the financial position of
Fluorotechnics Limited and the consolidated entity as at 30 June 2008, and their performance and
their cash flows for the year then ended in accordance with Australian Accounting Standards
{including the Australian Accounting Interpretations); and

{b) the financial report also complies with International Financial Reporting Standards as disclosed
in Note 2(c).
Inherent Uncertainty Regarding Continuation of Going Concera

Without gualification to the statement expressed above, attention is drawn to the following matter. As
a result of the matters described in Note 2(b) “Going Concern” to the financial statements, there is
significant uncertainty whether the company and the consolidated entity will be able to continue as
going concerns and therefore whether they will be able to realise their assets and extinguish their
Habilities in the normal course of business and at the amounts stated in the financial report. The
financial report does not include any adjustments relating to the recoverability and classification of
recorded asset amounts or to the amounts and classification of liabilities that might be necessary should
the company and the consolidated entity not continue as going concerns.

Hed M,Z;f

HI.B MANN JUDD
(NSW Partnership)

Chartered Accountants

e das

Sydney MDMULLER

17 October 2008 Partner
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