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Dear Shareholders,

On behalf of your Board of Direciors,
{ present the financial report for the
vear ended 30 June 2006,

The year has been one of re-
structuring and consolidation during
which the Company has esiablished
a solld platform for growth.

Foreshadowed in last year's annusl
report the integration of Bic-Layer
Pty Limited into the S5 Medical
Limited business was a key
priority. This progressed smoothly
throughout the year, culminating in
a reconstitution of the Board at the
beginning of the 2006/07 financial
year iy order to bring in skills that
better reflect the requirements of
the new business.

The fully merged entity, now called
Biolayer Corporation Limited, is
focussed on its key competencies
in materials sclence echnologies.
These technologies have wide
application in human health,

such as diagnostic testing for
critical diseases like cancer, heart
disease and viral infections,

as well as in pharmaceutical
research and manufacturing.

tn Aprit 2006 a new CEO
commenced who has re-energised
the business and is driving the
commercialisation of the first of the
Company’s proprietary producis
with particular application in
diagnostics, alsc known as in-vitro
diagnostics (VD). The targsted
immunoassay segment is a $US
6.0 bilion global business that

tha Company is now aggressivaly
fapping into.

This has led Biolayer info detalled
discussions with a number of large
multinational VG and #fe science
manufaciuvrers with a view fo joint
development projects, the first
step on the way to downstream
licensing and royalty agreemaents.
The Company anticipates several
contracts being entered info

as these discussions progress

to commercial fruition over the
coming 12 months.

tn January 2006, the Company
snfered into the first of such

an agreement with a US life
science company with a market
capitalisation of approximatety
BUS 1 billion. This development
and marketing agreement allows
BiclLayer to incorporate its
fachnology into biological research
products currenily on the market,
the agreement is milestone

based and Biol ayer successiully
completed the first milestone In
May 2006, The milesione was
completed on time and on budgst.

On the science front BioLayer is
continuing to direct its research
towards functionalising the
suriaces of materials {o confer
useful properties on them, such
as the ability to bind and release
medicaily important proteins.
During the year Biolayer further
developed its antibody surface
coating technology and completed
the characterisation of its branded
Mix&Go™ product designed to
bind antibodies with the xMAP
range of immunoassays operated
by US life science specialist,
L{uminex Corp. This is a rapidiy
growing $US 132 millicn niche
market utllising multiplexing
technologies with application in
pharmaceutical research and
biomarker discovery.

I April 2006, the Company was
awarded an $800,000 Research-
Industry Partnership grant with the
Institute for Molecular Bioscience
i) based at the University of
Cueensland. The partnership
between Biolayer and the IMB will
tevarage the Company's know-
how and extend its reach inio the
diagnostics market by extending
the Company’s product line fo
create new commaercialisation
opportunities in the detection and
treatment of human disease.

On 1st July 2006 BioLayer
embarked on an ambitious 3-year
plan to build and establish a robust
business, generating a reliable
income sireamn, with cash flow
break even targeted for late 2008,

The plan requires an injection of
new funds in order to complete the
necessary product development
projects and o buid a Business
Bevelopment capability for rapid
penetration into the lucrative
United States WD market. The
Company has been working hard
on its ongoing capital needs and
recently announced that:

1. It has been awarded {subject to
documentation} a government
grant totalling $2.67 million
over 2 years; and

It has been in discussion with
major shareholdars seeking
funding to supplemeant its
operational requirements

both in the short and medium
term. As a result of these
discussions, the company has
been offered and is currently
reviewing and considering the
terms of a potential private
placement. An announcement
will be made as and when the
Hoard determines {o procesd
and the terms have besn
agresd. Such terms will be
submitted to shareholders for
approval as may be necessary.

With an appropriate capital plan in
place your directors are confident
of the ability of the Company
and its management team o
capture the value inherent in t
business and to create the return
snvisaged in the new 3-year plan.

At the same time as executing the
3 year plan BioLayer will also, over
tha next 12 months, be examining
various possibiities for accelerating
growth over the longer term.

Options o be investigated lie
within areas of human health

that are enabled by the uss of
fully synthetic bio-active surface
components that combine to
create robust, consistent and cost
sffective materials with important
madical applications.

The Company has termead this
"abiotics” and a research program
is already underway to investigate
and exploit this exciting naw
paradigm in materials sclence.




Potential applications for
abiotics include:

*  Bioseparations, a $US 10 billion
market encompassing products
used in pharmaceutical
research, blo-therapeutics
manufaciure, and for removing
infectious agents and other
impurities from blood.

*  Biomarker discovery 1o identify
fargets correlating o human
disease. When madically
validated biomarkers are used
o aid in diagnosis and to
monitar patients fo determine
their response to therapy.

* n Vivo applications, a $US 20
bilion market encompassing
implantable medical devices
with specialized surfaces
that bind and release drugs,
in-chweilling biosensors such
as glucose monitors for
diabetics, biccompatible
materials, encapsulated tissue
grafting technologies and
biodegradable coatings.
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in Aprit 2006 the Company
appointed David Beins as CEO
and Managing Cirector of Bickayer.
Bavid brings more than 20

years international commercial
management exparience in the
medical devices, diagnostics and
biotechnology industries. He has
held Business Development and
General Management roles in
Australia, New Zealand, Singapore
and Indonesia.

Prior 1o joining Biclayer David

was Senior Business Development
Manager for Roche Diagnestics
Asia Pacific, the VD market

lzader in the Asia Pacific region.

At Boche David successfully
developed and implemented
regional strategias for key
diagnostic products across 14 Asia
Pacific countriss.

David has been instrumental

in reinvigorating the Biclayer
business and, as the architect of
the naw 3-year plan, has my full
support and that of your Board,

Under David's capable leadership
and guided by #s new Mission
Statermnent BioLayer is poised to
achieve its financial, operational
and scientific objectives and
thareby return considerable value
to sharshoiders both in the short
and longer term.

“Bickayer innovates materals
sclence 1o create superior and
unique surfaces for applications
that benefit human heaith"

Cuiring the yvear, the Company was
sngaged in a reverse acquisition
with Brisbane based Bio-Layer
Fiy Limited. As a result of this
fransaction and the application

of the new accounting standard
AASH3 Business Combinations,
the consolidated accounts now
represent a continuation of the
accounts of Bio-Layer Pty Limited
rather than a continuation of

tha accounis of BioLayer
Corporation Limited {previcusly
S5k Medical Limnited).

Because these accounts represent
a continuation of the accounts of
Bic-Layer Pty Limited, users of
this financial report must be aware
that the comparative ‘economic
antity' numbers are those of
Bic-Layer Pty Limited, and in no
way compare to the consolidated
financial results of BioLayer
Compaoration Limited formarty S5
Medical Limited) published in prior
financial reporting periads.

The nat consolidated operating
toss of the sconomic entity for
the financial year, after providing
for income tax, amounted to
$6,245,124 comparaed with a loss
for the 2005 year of $2,231,377.

Of the reported joss, $3.6 million
related to the transition to A-IFRS
and the business combination
underiaken during the year,
including the impairment of the
investment in Cosmedics Australia
Limited. Hence, excluding

these one-time adjustments, the
operating loss was $2.6 million.

As at 30 June 2006, the Company
maintained cash reserves of
$1.294 millon which will be used
in the further development and
commarcialisation of Bio-Layer Pty
Limited’s proprietary technology.

in July 2006, the Company
announced that it had restructured
its Board in order to ensure greater
independence and enhanced
access at Board level to a wealth
of specialist skilis including
financial, legal, operationat and
scisntific expertise in preparation
for the commercialisation phase of
growth for the Company.

The changes included the
appointment of:

+  Mysaelf (Mr Bruce Rathie}
as non-executive director
and Chalrman

+  Mr Peter Rayner
as non-executive director

Or Tony Evans
as non-executive director

s W David Beins
as executive director

Mr Kirm McGrath and Dr Jason
Armstrong, the former CEO of the
Company, both resigned from the
Hoard having contributad strongly
ta the growth and development of
the Company.
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Cetalls of the current Board
members can be found on page

Fwould like to thank all sharsh
for their support over the past
year, during which the Company
has positioned itself for the growth
phase which it is now entering.

Yours sincersly

Bruce Rathie e
Chairman
27th September 2006



Dear Shareholders

Biolayer is a small company

with big ideas. From modest
baginnings in 2000 (budlt along
combinatorial chemistry lines the
company realised revenue for the
first fime only last year) we have
nonetheless come a long way in a
relatively short tims.

As eventful as the iast 6 years have
baen however, the defining period
in our hisiory is undoubtadly ahead
of us.

Over the naxt 3 years Biolayer
will defiver on the promise of

our technology. We will use

our considerable repository of
scientific knowhow and combine
it with operational and business
developmeant capabilities fo
create value for our customers,
stakeholders and finaily

cur shareholders,

This will be achieved by creating
new customers for our existing
products and entering new
product/technology development
agreements with customers

from new areas like the in vifro
Biagnostics, also known as

VD, sector,

Yo secure our future business we
wiil discover materials 1o be used in
novet applications for new markets
with unimet needs.

Biclayer is a materials science
company specializing in the design
and assembly of multi-component
coatings currently fargeted to the
immunoassay market. This market
develops products for iImmunology
research or assays used for
diagnosing vital human diseases
such as cardiac dysfunction,
cancer and virus infections ke
hepatitis and HiV.

BiolLayer's proprietary coatings
bind, orient and protect antibodies
employed in immunoassays

in specific ways that enhance
functionality.

The company works with many
types of immuncassay formats
used by the major VD companies,
tke paramagnetic particles,
membranes and microtitre

plates, and has already Hcensed
our fechnology on beads non-
exclusively to a Life Science
mancufaciurer who has successfully
incorporated it into research
producis currently on the market.

By the systematic application of
our materials science expertise the
company has recently developed
a sulte of products under the frade
name Mix&Go™ specificaily for
IMMUNCassays.

Mix&Gio™ has been shown to
dramatically shorien immunoassay
reaction timas, increase sensitivity,
and produce significant cost
savings by improving baich-
to-batch reproductbility and
enhancing antibody binding yields.

Fundamenially Mix&Go™ makes
immunoassays work better and
at lower cost, which is the reascn
several giobal manufacturers

iry this S8US 8 billion sector are
conducting feasibility studies and
entaring developmeant agreemants
with BioLayer. This is expected
to lead to licensing and royalty
arrangements in the not foo
distard future.

Over our lifetime BiclLayer

is grateful to have received
substantial support from the
Queensiand and Commonwealth
governmeanis in the form of
financial subsidies and grants.

in September 2008 the company
was awarded the third in a series
of Auslndustry grants worth

% 2.67m to supplement

the company's technology
development and
commercialisation activities.

At the same time we are working
with the University of Queensland
through its Institute of Molecuiar
Biology to extend Biolayer's core
tachnology through an $800,000
'Smart State' sponsored

project grant.

Since its inception the company
has assembled a number of patents
and 'provisionals’ that capiure

and protect our inventions and
intellactual property. Golng forward
this will be fortified and extended a
raquired {0 ensure the security of
this important company asset.

n July 2006 Biolayer started

o implement a 8-year plan with
clear scientific, operational and
financiat goals that will lead to cash
neutrality in the short to medium
term and a sustainable, secure
business in the longer term.

The plan is bullt around a licensing
and royaity business model
fargeting Tier 1 Life Science and
WD immunoassay companies with
a combination of Mix&Go™ and
newly developed products.




infense business development
activity over the last 8 months has
proved the veracity of this concept
as Bicl ayer has sntered into late-
stage negotiations with 3 of the
world’s & largest VD companies.
Favorable outcomes are expectad
from these discussions and

will be anhounced as soon as
permitted under the confidentiality
agreements we have signed with
these companias.

The momenium gained will
enable the company 1o hire 2 new
business development/project
management specialisis 1o be
based close to the customers
within the US and Europe. They
will drive the projects that may
already be underway and feed

the pipeline with new projects
most likely coming from existing
customers plus any newly identified
customer projects that could
benefil from our technology.

Of a total of 16 staff Biolayer's

13 scientists are passionately
dedicated to the company’s
scientific program. Qur unwavering
commitment to the technology that
underpinsg the company is evident
in the dedication with which
Biolayer has conducted its B&D in
the past.

This commitment has now been
harnessed and channeled into
value creating scientific activities
that will bring short, medium and
long term returns to the company.

in July the scientific team was
restructured into 2 separate but
interlinking groups: Research

& Discovery {RD), and Product
Beveiopment (FD). This distinction
will allow those groups to gain their
own momentun and focus in those
araas that create the greatest
value: PD will bring new products
to market and work on customer
related projects. RO will design
new surfaces that support PG and
facilitate our entry into the market
of the future.

in order to gain efficiencies in our
laboratories the company has
embraced a quality assurance
approach that ensures sysiematic,
reproducibie and robust data
generation and recording. Before
the end of 2007 BicLayer will
submit to a quality inspection from
an accredited agency to check
our compiiance to a figorous and
refatle quality system.

tn summary ali our activities

over the next 12 months will be
directed towards turning BioLayer
into a successful enterprise.
Overwhelmingly this will be
determined by the strength of our
science, the attitude of our staff
and supported by the backing of
our shareholders,

My staff and | are ready o deliver
on our comimitments and we look
forward to the year ahead with
confidence and sager andicipation.

Yours sinceraly

5 LR
Cavid Beins

CEQO and Managing Director
Octobar 2006




The Board of Biolayer Corporation
Limited aims for best practice in
the area of corporate governance
and supports the governance
practices contained N the ASX
Corporate Governance Council
{*ASK CGC™) recommendations.

The statement below indicates the
degree of conformance to the ASX
CGEC recommendations as at the
date of this report.

The Board of Directors should
comprise a majonty of Independent
Directors.

When determining whether a Non-
Fxacutive Diractor is independent
tha Director must not fall any of the
following materiality thresholds:

* Less than 10% of company
shares are held by the Cirector
and any enfity or individual
directly or indirectly associated
with the Cirector

*  Has not held an executive
position within the Company
within the fast three years

+ HMas not heid a position as a
principal in any fiem providing
material professional advice 1o
the Company within the last
three years

+ Has no material contractual
relationship with the Company
or Group other than being
a Direclor

* |3 free fom any interest or other
relationship which couid be per-
ceived to materially interfere with
the Cirector's ability fo act in the
best interasts of the Company.

The table on page 11 indicates
tha conformance of Biclayar
Corporation Limited to ASX CGC
FPrincipls 2.

Cirectors may access or request
such information as they consider
necessary 1o diigently fulfil their
rasponsibilities. Independent
professional advice may be sought
on Company related matters, at
the Company's expense, subject fo
prior approval by the Chairman,

Ciractors are required to comply
with their legal, statutory and other
duties and cbiigations when acting
in their capacity as Directors of the
sconomic entity, including acting in
good faith and with due diigence
and care. Directors are required to
avoid conflict of interests with the
companies within the economic
antity. Any actual or potential
conflict of interest is required to be
disclosed immediately to the Board.
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*  Compllance with all laws and .
regulatory requiremeantis

The Board has adopted a +  Adoption of acceptable

corporate code of conduct to standards of custodianship and
ensure that each of its members use of Company assets

and aff employees are aware of
the reguirement to adhere to best » Ensuring that all company
principles of ethical standards
which encompass:

uhethical behaviour

information remains confidential
axcept where disclosure is
gither authorised by the Board

+ The management of conflicts of or lagally mandated

nterest to ensure that Directors
and executives act in the best
interests of all stakeholders in
tha business

The following table indicates the conformance of BiolLayer Corporation Limited to ASX CGC Principle 2

Rec,No Descnptson Conform ‘Comments -

3 f independent D;r@crors
- Mr Bruce Bathle -
- Mr Peter Hayner .

M Tony Evans

. Majority of
_;-independent g
' '-Dw@ctors )

2.1

- :-.'Non mdependenf D,rrecfors:
UM Da\nd Bems e
Mr chhafd Mamn e
'.Dr Carmet {Came} Hltlyafd

. Et is tho opinicn of the Board that the composmon of the Board
reflects the skill sets needed to protect shareholdor |ntwests_ . -_
“and achieve the objectives of the Compamy e

“Chairpersonto be - Yes. '_"'Chasrporson Mr Bruco Hath
" an Independent Difector - e _
23 .- Chalperson and GEO - .'.__':'_Yes . Chairperson: Mr Bruce Rathie.

‘not 1o be same individuat “CEO: Mr David Beins ~ B

Board should establish a . Yes . The Board has establisheda. . - S
“Nomination Committeg " " Remuneration & Nomination Committee.

—
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The Company has a formally
constituted Audit & Risk Committes
comprising only Non-Exgcutive
Birectors. The Audit & Risk
Comrmittee must meet at least twice
each reporting year. Other Directors
and exscutives may be invited o
attend meetings at the discretion of
the Chairman of the Committee.

The number of mestings of the
Audit & Risk Committee and
attendance by its members can be
found in the Directors’ Report,

The Company requests the
external auditor to attend the
Annual General Mesting and to be
avallable to answer shareholder
questions about the conduct of the
audit and preparation and content
of the auditor's report.

The composition of the Audit

& Risk Commitiee and ifs
conformancea o ASK CGC Principle
4 iz as balow:

The Company's shares are traded
on the ASX and the Company is
subject to the ASX Listing Rules.

The responsibility for ensuring

that the continuous discloswre
recuiremnents of ASX Listing Rule 3.1
are complied with is vested in the
Hoard and the Company Secreiary,

All meetings of the Board
incorporate a standing agenda
itern advising the Directors of any
disciosure that is required prior
to the next scheduled mesting.
Confirmation is provided of the
release of any items since the
pravious meeting.

in addition the Directors are asked
to consider whether they have
become aware of information
concerning the Company that
could be expected io have an
impact on the price or value of the
Company's securities.

Yhis includes new information

that has asisen of, if necessary,
amendments 1o information
previously disciosed to the markat,

The responsibility for deciding what
information Is disclosed to the
market rests with the Chairman of
the Board, Where appropriate all
disciosure articies are approved

by the Board of Directors prior fo
refease to the market.

Al Directors and executives

have been made aware of their
obligations to ensure that the
Company complies at all imes with
the ASX Listing Rules.

The Board has adopted a formal
rsk management policy.

The identification and managemsnt
of risk inherant to the operation of
tha economic entity is managed

by the Directors on a day-to-day
basis. Whare necessary individual
Cirectars do, through the forum

of regular Board maeetings,

bring matters before the Board

Rec.No ..Deﬁcl‘iption P

'-----""Conform- ""'Comments

41" The CEQ and OFO state in wiiting that financial . “Yes, " . 0= 0 e
- “.1eports represent & true and fair view and arelin " 7
" accordance with accounting standards o T
4.2 777 the Boart should establish an Audst Commzttee :"Yes e
43 - '._"_':_';:'Aucﬂt committee should compmse _ L

8 ”"'Only Non-Executive Darectors

A Majority of Independent Directors

M Peter Hayner ~ Independent-. - :
Mr Hmhard Mamn - Non independom

. "i"he Audst & H|sk commm@e is

coliectively who will review,
evaluate and deal with any matters
afising in @ manner that serves the
best interasts of the Company and
its shareholders.

The Company communicalas
with shareholders through the
following media:

* Al announcements that
may affect the price of the
Company's securities are
raleased to the market
through the ASX

+ Following this all
anhouncements are placed
onio the Company’s website:
www. biclayercorp.com

*  Any press releases are
also placed on the
Company's wabsite

» it is Company policy that
updates are posted o
ali sharehoiders at
raguiar intervals.

The Company’s policy regarding
Birectors, officers and employees
trading In its securities, is set by
the Board of Directars. The policy
restricts Cirectors, officers and
employees from acting on material
information undil it has been
released {o the market.

The pered in which Direciors,
officers and emtoyees can deal

in the Company’s securifies is not
sooner than two days, o later than
30 days, after the yearly or half yearly
profit announcemeant to the ASX,

Outside this period, in the currert
ervironment by which companies
are required o maintain a con-
tinuously informed market, Direciors,
officers or employees may buy or
sedl subject to specific approval by
the Chairman or by the Board.

The Company's Constitution, which
has been agreed o by shareholders
and which binds shareholders

and which is made available to
shareholders, contains specific
provisions for the remuneration of
MNon-EBxecutive Directors. Thera has
been no change to these specitic
provisions since the incorporation of
the Comparny.

The Company's p
remuneration and
avaluation of Dire
a@xecutives has be
Cirectors' Report where disclosure
of remnuneration paid during the
year is reporied.

Arrangementis for the remuneration
of Non-Executive Directors provide
for a base fee, options and
statutory superannuation only.

The Company's corporate
governance practices and policies
are publicly avallable at the
Company's registered office. These
policies have also been posted on
the Company's website.

The Company has a formally constituted Bemuneration & Nomination Committes comprising only Non-Executive
Oirectors. The Remuneration & Nomination Committas meets as required during the year. Other Directors and
executives may be invited to attend mestings at the discretion of the Chairman of the Committee. The composition
of the Remuneration & Nomination Committee and iis conformance to ASX CGO Principle 9.2 Is as below:

Rec,No ‘Description
9 2 '

'-'.'_shoutd compﬂse

. Remuneration Commﬁtee .' S

Conform Comments '

-~ ‘comgprised of equal propomons of o
independent ang: non«éndepend@nt- SRR
- directors. #t is the Board's view that the
. members of the audit & risk commities

- the duties required by the audit & nsk '
: 3_ commstio '

i.__'_An mdependent chasrperson who zs_not :
: '_--_Chaifper on of the board__ '

" The audit & risk commiittee only has -

': -'-'At feas tthm@ mombers o
. ) " two members. It is the Board’s view .

. have the correct skl sets to perform -

“that two memberc‘ are adeC!Uﬁt" to.. "

4.4 " ""'Audit Commitiee 1o have formal charter

“The Hemuneration & Nomination committee only has .~
. two members. It is the Board's view that two members .-
: are adequate to perform the duties requlred by thn e
'.Remunoraizon & I\Iommahon comittee. .

No.

__"'A__m_r_ym;zm o_f_ tbr@_e_m@m_b@fs g

. Remunoraizon & I\Iommahon Comm:tiao members ;
- Mr.Bruce Rathie - independent -~~~
- Mr Stephen anhsen - Non mdependent '

A majority of _
.. Independent directors. .-

'--'-The Hemuneration & Nommahon Commsitee is compnsod -
.'_"-_of equal proportions of independent and non-independent
~directors. It Is the Board's view that the members of the
'3_ ‘Remuneration & Nomination committee have the corect-

sknl setsto perform the duizes mqu;reci by the committee. -

Ohazrperson Mr Bruce Rathse

A chairperson who is S
“an independent director




Your Directors present their report on the Company and its controlied entity ("the
Group” or "sconomic entity™) for the financial year ended 30 June 2008,

Perscns holding the position of Direciors at any time during or since the
end of the year are:

Mr Kim McGrath {resigned 30 June 2008}
Mr Steghen Erichsen
Er Jason Armstrong {fappointed 23 September 2005 and
resignad 3 Judy 2006}

{appointed 23 September 2005}

{fappointed 23 September 2005}

Br Carmel {Carrie} Hillyard
Mr Richard Martin

Mr Bruce Rathie {appointed 1 July 2006;
Mr Peter Rayner {appointed 1 July 2006}
B Tony Bvans {appointed 1 July 2006)
Mr David Beins {fappointed 3 July 2006)

Er Henry Stenning {resigned 23 September 20056}

Birectors have been in office since the start of the financial year fo the date
of this report unless otherwise stated.

Details of each Director’s experience s includad later in this report.
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The position of Company Secretary has been held by Ms Megan Portas
since 16 January 2006. Detalls of Ms Porlas’ experence are included later
in this report. The position of Company Secretary was heid by Mr David
Ward up until 14 December 2005 and was held by Mr Richard Martin from
15 December 2005 to 15 January 2006.
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The principal activities of the economic entity in the course of the year ware
tha development and commercialisation of specialised surfaces used in the
development and manufacture of immunoassays.

Biuring the year, the Company compleied the following transactions, which
were important for the future strategic direction of the business:

1. The acquisition of Bio-Layer
Pty Limited. This acquisition
was completed on 28 October
2005, Subseguent to this
acoulsition, S5+ Medical
Limited has changed its name
o Biol ayer Corporation Limited
and the new name was formally
registered as such by ASIC on
10 January 2006,

2. The sale of 35 Medical
Waorkstation Pty Limited to
Cosmedics Australia Limited.
This transaction was settled on
29 November 2005,

3. The sale of the VedaScope®
business to Di-Spec Py
Limited, a company associated
with Mr Clemens Van Der
Weagen, the inventor of
the VedaScope®. This
fransaction was contracted for
in December 2005 and was
finalised in March 2006.

There were no other significant
changes in the nature of the
economic entity’s principal
activities during or after the end of
the financial year.

During the year, the Company was
engaged in a reverse acquisition
with tirisbane based Bio-Layer
Pty Limited. As a result of this
transaction and the application

of the new accounting standard
AASES Business Combinations,
the consolidated accounts now
reprasent a continuation of the

accounts of Bio-Layer Pty Limited
rather than a continuation of the
accounts of BioLayer Corporation
Limited {previousty S5

Medicatl Limitad),

Bacause these accounis represent
a continuation of the accounts of
Bio-Layer Piy Limited, users of
this financial report must be aware
that the comparative ‘sconomic
entity’ numbers are those of
Bio-Layer Piy Limited, and in no
way compare 1o the consolidated
financial results of BicLayer
Corporation Limited (formerly SSH
Medical Limiied! published in prior
financia reporting pericds.

The net consolidated operating
lass of the economic entity for
the financial year, affer providing
for income tax, amounted to
$6.245,124 compared with a loss
for the 2005 vear of $2,231,377.

Of the reported loss, $3.6 million
related to the transition to A-IFRS
and the business combination
undertaken during the vear,
including the impairment of the
investment in Cosmedics Australia
Limited to nil. Hence, excluding
these one-time adjustments, the
operating loss was $2.6 miflion.

As at 30 June 2006, the Company
mainiained cash reserves of
$1.284 million which will be usaed
inn the further development and
commercialisation of Bio-Layer Pty
Limited's proprietary technology.

Ne dividend has b
the yearand the D
racommend paym

A review of operations of the
sconomic entity during the
financiat year is set out in the
Chairman’s report.

Since halance date, the Company
has engaged in capital raising
activities in order to ensure that

tha Company has sufficient capital
reserves fo commercialise is tech-
rology. Such activities include those
sat out in the Chairman’s repott,

The Company has put in place a
facility for up to $300,000 which

it can access, subject to formal
documentation of the grant, for the
purposes of meeting any obligations
under the terms of the grant.

Biolayer is licensed under the
Queensiand Health (Orugs and
Faisons) Regulations 1996

for the use and storage of
sodium cyanide.
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The Directors of the Company at the date of this report are set out below, together with details of their
qualifications, experience and shareholdings.

Mr Bruce Rathie

Qualifications:
Experience:

Other Cirectorships of listed entities:

[nierest in securiies.
Special Responsibilties:

Chairman - Independent, Non-Executive Director

8. .Comm, LLE, MBA, Grad Dip CSP, FAICD, FAM
Appointed 1 July 2008

Diractor of Compumedics Lid

Nii

Chairman of the Board and Chalrman of the
Remuneration and Nomination Commitiee

Mr Peter Rayner

Qualifications:
Experience:

Other Directorships of listed entities:

[nierest in securiies.
Special Responsibilities:

Independent, Non-Executive Director

5.8us, CPFA

Appointed 1 July 2006

N

Nii

Chairman of the Audit & Risk Committes

Dr Tony Evans

Qualifications:
Experience:

Other Directorships of listed entities:

[nierest in securiies.
Special Responsibilities:

Independent, Non-Executive Director

P, BSe

Appointed 1 July 2006

Nit

Nii

Chairman of the Science & Ethics Committes

Mr Stephen Erichsen

Qualifications:

Experience:

Other Directorships of listed entities:

nterest in securiies:

Non-Executive Director

Master of Management, Associate Fellow of the
Australian Instiiute of Management

Board member since September 2004

Nit

870,000 ordinary shares, 1,302,500 options to
subscribe for ordinary shares

Dr Carmel {Carrie) Hillyard

Qualifications:
Experience:

Other Directorships of lisied sntities:

nterest in securiies:

Non-Executive Director

Bh.0 in Medicine

Appointed 23 September 2005

CathRx Limited

Pharmaxis Limited {August 2002 to April 2008}
500,000 options to subscribe for ordinary shares

Mr Richard Martin

Cruaiifications:
Experience:

Other Directorships of listed entities:

nterest in securdies.

Non-Executive Director

Bachelor of Business

Appointed 23 Saptember 2005

Nit

500,000 options 1o subscribe for ordinary shares

Mr David Beins

Qualifications:
Experience:

Other Directorships of listed entities:

nterest in securiies.
Special Responsibilities:

Managing Director & Chief Executive Officer

MBA, BSc

Appointed o the Board on 3 July 2006,
Appointed as CEO on 12 Aprll 2006,

Nit

2,600,000 options to acquire ordinary shares

Wi Beins is Chief Executive Officer of the Company

Ms Megan Portas
Quiatifications:
Experience:

[nierest in securiies
Special Responsibilities:

Company Secretary

CA, ACHS, B.BBus (Acctg)

Appointed CFC & Company Secretary

16 January 2006

1,000,000 options to acquire ordinary shares

Ms Portas is Chief Financial Cfficer of the Company

This report details the nature and
armecunt of remuneration for sach
Director of Biolayer Corporation
Limited, and for the executives
receiving the highest remuneration.

Remuneration Policy

The remuneration policy of
BloLayer Corporation Limited

has been designed to align
Director and executive objectives
with shareholder and business
objectives by providing a fixed
remuneration component

and offering specific long

term incentives based on key
performance areas affecting the
econcmic entity’s financial resulis.
The Board of Biolayer Corporation
Limited believes the remuneration
policy to be appropriate and
effective in its ability to atfract
and retain the best executives
and Directors to run and manage
the economic entity, as well as
create goal congruence betwean
Directors, executives

and shareholders.

The Board's policy for daetermining
the nature and amount of
remuneration for Board members
and senior executives of the
economic entity is as follows:

The remuneration policy, setting
the terms and conditicns for

the executive Directors and

other sanior executives, was
developed by the remuneration

& nomination committes, and
approved by resolution of the
Board. All executives receive a
base salary and superannuation
with the possibility of options

and performance incentives. The
Board of Directors review exscuiive
packages annually by reference to
the economic entity's performance,
exacutive performance and
comparable information from
indusiry sectors and other listed
companies in similar industries.

The performance of executives is
measured against criterta agreed
annually with each executive and
is based predominantly on the
forecast growth of the economic
entity’s profits and shareholders’
value. All bonuses and incentives
rmust be linked to predetermined
performance critesta. Tha Board
may, however, exercise is
discration in relation to approving

incentives, bonuses and cptions,
and can award such outside the
published remuneration policy i the
awards can be justified by reference
to measurable performance criterta.
The policy is designed to attract
the highaest calibre of executives
and reward them for performance
that resuits in long term growth in
shareholder waalth.

Execuiives are aisc entitled to
participate in the employse share
option scheme. Details of which are
included in note 5 1o the accounts.

Birectors and executives receive
& supsrannuation guarantes
contribution required by the
Government, which is currently
9%, and do not receive any other
retirement benefits.

Al remuneration paid to Direciors
and exacutives is valued at the cost
ta the Company and expensed.
Shares given 1o Directors and
exscutives are valued as the
difference between the market price
of those shares and the amount
paid by the Director or executive.
Options are valued using the Black-
Scholes methodology.

The Board policy is to remunerate
Non-Executive directors at market
rates for comparable companies
for time, comimitment and
responsiiliies. The remuneration
& nomination commitiee
determines paymenis to the Non-
Exacutive Directors and reviews
their remuneration annually,
based on market practice, duties
and accountability. independent
external advice is sought when
required. Any changes to the
maximum aggregate amount of
fees that can be paid 1o Non-
Executive Directors is subject to
approval by shareholders at the
Annual Gereral Meeting. Fees

for Non-Executive Directors are
not linked to performance of

the econcmic entity. However

to afign Directors’ interests with
shareholder interests, the Direciors
ara encouraged 1o hold shares

irt the Company and are able to
patticipate in the employee share
option plan.

Performance Ba
Remuneration

As part of each
and executives 1
package thers is
based component, consisting
of key performance indicators
["KPis"). The intention of this
programmae is to facilitate goal
congruence between Directors
and executives with that of the
business and shareholders. The
KPls are set annually, with a certain
levet of consuitation with Directors
and executives 1o ensure “buy-

in". The measures are particularly
tailored to the areas sach Director
or executive is involved in and has
a level of control over. The KPis
farget areas the Board believes
hold greater potential for group
axpansion and profit, covering
financial and nor-financial as well
as short and long-term goais. The
levet set for each KP| is based on
budgeted figures for the Group and
raspective industry standards.

RParicrmance in relation to the KPls
is assessed annually, with bonuses
being awarded depending on the
number and deemed difficulty of
the KPls achieved. Foliowing the
assessment, the KPls are reviewad
By the Board In light of the deslred
and actual outcomes, and their
sfficiency is assessed in relation o
the Group's goals and shareholder
waalth, before the KPls are set for
tha following year,

In determining wheather or not a
K1 has been achieved, the Board
bases the assessment on audited
figures, however where the KPJ
nwvolves comparison of the Group
or a division within the Group to
tha market, independent reports
are obtained from organisations
such as Standard and Foors.

Company Performance,
Shareholder Wealth and
Birectors’ and Executives’
Remuneration

The remuneration policy has

been tallored 1o increase goal
congruence between shareholders
and Directors and executives.
There have been two methods
applied in achieving this aim,

tha first being a performance
based bonus based on KPls,

the second being the issus of
options to the majority of Directors
and axacutives 10 encourage

the alignment of personal and
shareholder interests.



Details of Directors’ Remuneration for the Year Ended 30 June 2006

Post
Employment Termination Share
Base Fee / Super- and Similar Based
Note Salary Bonus annuation Payments Options Cther Total
J Armstrong 1 12,878 - 1,159 - - 1785801 192,908
K McGrath 2 62,917 - 5,663 - 17,490 - 85,990
5 Erichsen 3 28,804 - 4,473 - 17,490 20,917 71,680
C Fiiliyard 4 29,583 - - - 17,410 - 45,993
B Martin 5 26,200 - 2,363 - 17,410 - 45,023
H Stenning 5] 10,060 - 900 - - - 10,8900
Total 170,482 - 14,564 - 68,640 198,818 454,504
Emoluments of the specified executive officers of the group
Post
Employment Termination Share
Base Fee/ Super-  and similar based
Note Salary  Paymenis annhuation payments  options Gther Total
J Masji 7 138,620 - 12,420 - - - 150,420
£ Gorse & 129,620 - 11,610 - - - 140,610
£ Beins 2] 47 BE7 - 4,290 - 42,584 - 94,845
M Portas 10 54,7895 - 5,832 - 17,004 - 87,721
£ Ward 11 665,012 - 5,941 - - - 71,963
Total 445,474 - 40,083 - 58,883 - 545,550

A detailed list of Directors inciuding their skills and experience can be found on page 18.

Notes regarding Diractors and executive emoluments:

{1y The Company paid BioPropery Pty Limited an amount of $178,801 for the services of Dr Armstrong inthe
capacity of CED. Dr Armstrong was appeinted o the Board on 23 Sepiember 2005 and resigned on

3 July 20086.
(25 dr McGrath was a director for the full vear.
{35 Wi Erichsen was paid salary of $20,917 for services during a period when he was an executive director.
(45 Dy Hillyard was appointed to the Board on 23 September 2005,
5y W Martin was appointed to the Board on 23 Saptember 2005,

{7y Dr Maeii is the Chief Scientific Officer and held this role for the full vear.
(81  Dr Gorse is the Chief Technology Officer and hald this role for the full year,
(9 i Beins is the Chief BExecutive Officer and was appeinted to this role on 12 April 2008,

j
j
j
j
(6!  Dr Stenning resigned from the Board on 23 September 2005,
j
i
)

{10} Mis Portas is the Chief Financial Officer and Company Secretary and was appointed to this role on
16 January 2006,

{11} ¥ Ward was the Chief Financial Officer and Company Secretary and resigned from this role on
14 December 2005,

Executive Directors and executives are paid performance based bonuses based on set monatary figures, rather
than as proportions of their satary. This will iead to the proportions of remuneration related to performance varying
between individuals. The remuneration & nomination commitiee seis these bonuses to encourage achievement of

Options Issued as Part of Remuneration for the Year Ended 30 June 2006

Options maybe issued io Directors and executives as part of thelr remuneration. The options are
issued based on performance criteria, but are issued to Directors and executives of the Company
subsidiarias to increase goal congruence between Directors, executives and shareholders.

Total
Remuneration
Part of Represented Options Options

Remunheration by Options  Exercised Lapsed Total
Granted No. $ % $ {$) 3
Mr K McGrath 500,006 17,410 20 - - 17,410
Mr S Brichsen 500,006 17,416 24 - - 17,410
Mr B Martin 500,000 17,416 38 - - 17,410
Or C Hilyard 500,000 17,416 37 - - 17,410
Mr O Beins 2,000,600 42,889 45 - - 42 889
Ms M Porias 1,006,600 17,094 19 - - 17,084
5,000,000 129,623 - - 128,623

During the financial year, 10 mestings of Directors, 2 meetings of the Audit & Risk Committee and 2 mestings of
the Remuneration & Nomination Committee were held. Attendances were as follows:

Remuneration &

Nomination
Directors’ Meetings  Audit & Risk Committee Commitiee

Director Number Number Number
eligible io Number gligible  Number eligible Number
attend  Atftended to attend  Attended to attend  Attended
H McGrath 10 10 2 2 2 2
5 Erichsen 10 10 2 2 2 2
H Stenning 2 1 0 0 G 5
G Hithyvard g 8 0 0 2 2
R Martin g 8 2 2 0 O
J Armstrong 8 7 O O 8] O

The Company’s Constitution provides that the Company will indemnify officers of the Company against liabilities for
costs and expensas incurred by them in defending any legal proceedings arising out of their conduct while acting
in the capacity of Director or officer of the Company other than conduct invoiving a wilful breach of duty in relation

to the Company.

The Company did not pay premiums fo insure the Directors and officers against any such liabilities that may arise

during the financial year.

specific goals that have been given a high level of imporiance in relation to the future growth and profitability of the
economic entily. The Board will review the performance bonuses to gauge their effectiveness against achisvement
of the set goals, and adjust future years’ incentives as they see fit fo ensure use of the most cost effective and
efficient methods.



At the date of this report, the un-issued ordinary shares of Biolayer Corporation Limited under option are as

foliows:
Exercise Price Number under Option
Grant Date Date of Expiry {Post consolidation value} (Post consolidation number}
30 Novernber 2004 30 June 2007 $0.40 900,000
30 September 2005 30 September 2007 $0.35 3,890,280
30 September 2005 18 Decemnber 2010 B0.521 23,036
30 September 2005 22 January 2011 $0.521 8,398
30 September 2005 T April 2011 $0.521 48,191
30 September 2005 7 May 2011 $0.521 28,795
30 September 2005 31 July 2011 B0.521 4,799
30 September 2005 13 September 2011 30.851 9,598
30 September 2005 18 October 2011 B0.521 18,479
30 September 2005 1 January 2012 20.661 73,459
30 September 2005 2 January 2012 $0.851 8,215
30 September 2005 1 March 2012 30.851 9,598
30 September 2005 1 April 2012 $0.851 72,152
30 September 2005 25 April 2012 30.851 3,840
30 September 2005 31 October 2G12 50.651 4,800
30 September 2005 1 September 2013 50.1686 78,786
30 September 2005 18 December 2013 $0.156 7,335,645
30 September 2005 24 May 2014 80156 71,843
30 September 2005 19 July 2014 $0.156 287,948
30 September 2005 1 October 2014 80156 148,773
30 September 2005 20 December 2014 $0.156 3,087,902
30 September 2005 20 January 2015 80156 105,865
30 September 2005 20 February 2015 $0.156 58,166
30 September 2005 3 April 2015 80158 116,331
26 Cetober 2005 26 October 2007 $0.35 9,693,999
16 January 2006 16 January 2016 30.284 1,600,000
12 April 2006 12 April 2016 50.284 2,000,000
28,982,588

No person has applied for leave

of Court o bring proceadings on
behalf of the Company or intervens
irr any proceedings to which

the Company is a party for the
purpose of taking responsibility on
behalf of the Company for all or
any part of those proceedings. The
Company was not a party to any
such proceedings during the year.

The Beoard of Directors, in accor-
dance with advice from the Audit
& Risk Commitiee, is satisfied that
the provision of non-audit services
during the year is compatible

with the general standard of
independence for auditors
imposed by the Corporations Act
2001. The Uirectors are satisfied
that the services disciosed below
did not compromise the external
auditor’s independence for the
following reasons:

+ Al non-audit services are
reviewad and approved by the
Audit & Risk Committes prior
to commencement to ensure
they do not adversely affect the
integrity and objectivity of the
additor; and

+ The nature of services provided
do not compromise the general
principles relating to auditor
independence as set out in
the Chartered Accountants in
Australia and CPA Australia’s
Professional Statement F1:
Professional Independence

The foliowing fees for non-audit
servicaes were paid or payable 1o
an associated firm of the external
audifors during the year ended 30
June 2008,

$
Yaxation Services 5,600
Other Services
due diligence for
capital raising 659,799

The auditor's independence
deciaration for the year ended 30
June 2006 has been received and
can be found on page 55 which
forms part of this report.

Signed in accordance with a
rasobution of the Board of Directors

Mr Bruce Hathie ..
Chairman
Cated this 27th day of
Septamber 2006




Economic Entity

Parent Entity

20050 2005

note 3 $
Sales revenue 2 . 94,650 4,320
Cost of zales - {222 9517}
Gross profit 94,650 {218,631}
Other revenue from ordinary activities 2 909,393 20,799
Other revenue — galn on disposal of
subsidiary undertaking : - -
Saling and distribution expenses {310,601} -
Occoupancy expenses {306,778 (34,967}
Administrative expenses —
Provision against subsidiary indebiednass - 386,383
Administrative expenses —
{ oss on disposal of subsidiary entity - {383,477}
Administrative expenses —
Other {3685 637} {476,424}
Barrowing costs 3 @27 Q44 (12,745}
HBesearch and development expenses 1,077,210} {145,517}
lmpairment of financial assets - -
lmpairment of goodwill - -
Other expenses from ordinary activities (247 250} {217,751}
Loss from ordinary activities
before income tax benefit 3 (2,231,377} (1,082,330}
lncome tax benefii refating 1o
ordinary activities 4 - 56,548
Loss from ordinary activities after
income tax benefit (2,231,377} (1,025,782
Totad changes in equity other than
those resulting from transactions
with owhers as owners (2,231,377} (1,025,782}
Basic loss per share [cents) 7 9.7) {4.7)
Diluted loss per share {cents) 7 9.6) 4.7}

The firanzizl siatements shouid be read o conunation will the accompanming notas.

Economic Entity Parent Entity
2005 2005

note $ £
Cash assets 8 147 0639 296,830
Receaivables g 14,835 754,568
lnvenioties 10 - 85,135
Other i1 23010 8,608
Total current assets 1,427,666 184,914 1,150,141
Morcurrent nsgels
Property, plant and equipment 12 502,411 93,121
Intangible assets 13 - 67,000
Other financial assets 14 - 100
Total non-current assets B BRY 502,411 160,261
Total assets 687,325 1,310,402
Current lis
Payables 1o 129,113 148,201
Interest bearing lablities 16 - 37,4566
Provisions i7 42 595 11,570
Total current liabilities 171,708 197,227
Interest bearing lablities 16 5,759,512 -
Total non-current liabilities 5,759,512 -
Total liabiiities 5,931,220 197,227
Net assets 1LESYEY (5,243,895) 1,113,175
rmaity
Contributed equity 3,625,002 19,158,333
Accurmulated losses {B,868,807 {18,045,158;
Total equity (5,243,895} 1,113,175

The fnancial statemants showd be read in conjunclicn with e Sooomaarying Aotes




Ordinary Accumulated
Shares Options Losses Total
% % % $
Balance at 1 July 2004 3,625,002 - {6,837,520} (3,012,518}
{ osses attributable to members
of the parent entity - - 2231377y (2,231,377
Balance at 30 Juhe 2005 3,625,002 - {B,868,897) (5,243,895}
Balance at 1 July 2005 3,625,002 - {B,868,897) (5,243,895}
lssued during the year 4,256,000 186,418 - 4,442 418
Capital raising costs {329,757} - - {329,757}
Conversion of convertible notas 65,000,911 - - 65,000,911
Cost of business combination 3,072,282 - - 3,072,282
{ osses atiributable to members
of the parent entity - - 6,245,124} 6,245,124
In Specie distribution {B65,124) - - 65,124}
Converting note distributions - - {39,954) (39,954}
Balance at 30 June 2006 16,559,314 186,418 (15,153,975} 1,581,757
The firanzizl siatements shouid be read o conunation will the accompanming notas.
Ordinary Converting Accumulated
Shares Notes Options Losses Total
$ B B B $
Balance at 1 July 2004 18,087,301 876,600 - (16,855,303} 2,167,998
lssued during the year 652,421 - 32,611 - 95,032
{ osses atiributable to members
of the parent entity - - - {1.025,782}  {1,025,752}
Converting note distributions - - - {64,073} 64,073}
Balance at 30 Juhe 2005 18,149,722 876,600 32,611 (18,045,158} 1,113,175
Balance at 1 July 2005 18,149,722 876,000 32,611 (18,045,158} 1,113,175
lssued during the year 17,816,283 - 1,626,156 - 19,442,419
Capiial ralsing costs {458 ,468; - - - {458,468}
{ osses atiributable to members
of the parent entity - - - 1,BA7 128 (1,647,128}
In Specie distribution 65,124; - - - 65,124}
Converting note distributions - - - {61,964} 61,964}
Balance at 30 June 2006 35,412,383 876,000 1,688,767 (19,654,250} 18,382,910

The firanzizl siatements shouid be read o conunation will the accompanming notas.

i
Economic Entity Parent Entity
SIS 2005 i 2005
note % $
Receipts from customers a

government granis 1,108,254 14124
Paymenis {o suppliers and smployess (1,862,832} {604,102
Borrowing cosis {933 {12,745}
Interest received 5,892 15,085
R&D tax concession received - 56,548
Net cash used in operating activities20 (i)iZ. {749,618} A, (531,087}
Payment ior patenis - {13,375
Disposal of subsidiary - 1,070,000
Payment for investment in controlled entities - -
Proceeds from disposal of non-cument assets - 282
Proceeds from sale of business - -
Proceeds from sale of intellectual property - -
Payment for property, plant and equipment (47 515} {38,545}
Advances to controlied entity - {385,777}
Net cash provided by investing activities AR {47,515} 632,585
Capital raising costs -
Proceeds from issue of convertable notes -
Converting note distributions - {684,073
Repayment of borrowings - {44,954)

Net cash provided by {used in}
financing activities 800,000 (109,057}
Net increase [decrease} in cash heid 2,866 {7,569
Cash at start of year 144,203 304,399
Cash at end of year 8, 20 {i)) 147,069 $LETE 296,830

The tnancial statameants showd be read in corjunciicn with e sccompanying Aotes




Basis of Preparation

The financial report is a general purposs financid report that has been prepared in accordance
with Ausiralian Accounting Standards, Urgent Issues Group Interpretations, other authoritative
pronouncements of the Australian Accounting Standards Board and the Corporations Act 2001.

The consolidated entity changed its accounting policies on 1 July 2005 to comply with A-IFRS. The
transition {o A-IFRS is accounted for in accordance with Accounting Standard AASE 1 First-time
Adoption of Australian Equivalents 1o International Financial Reporting Standards, with 1 July 2004
as the date of transition. An explanation of how the fransition from superseded policies 1o A-IFRS has
affected the consclidated entity’s financial position, financial performance and cash flows is discussed
in note 27,

During the year, the Company was engaged in a reverse acquisition with Brisbane based Bio-Layer
Pty Limited. As a resull of this transaction and the application of the new accounting standard AASES
Business Comizinations, the consolidated accounis now represent a continuation of the accounts

of Bio-Layer Pty Limited rather than a continuation of the accounts of Biolayer Corporation Limited
{pravicusly SSH Medical Limited).

Because these accouris represent a continuation of the accounts of Bio-Layer Pty Limited, users of

this financial report must be aware that the comparative numbers are those of Bio-Layer Py Limited,

and in no way compare o the consolidated financial results of BioLayer Corporation Limited {formerly
55 Medical Limited) published in prior financial reporting periods.

The accounting policies set out below have been applied in preparing the financial statements for the
year ended 30 June 2006, the comparative information presented in these financial statements, and
in the preparation of the opening A-IFRS balance sheet at 1 July 2004 (as disclosed in note 27), the
consclidated entity’s date of transition,

Going Concermn

The Company has forecast that it will deplste its current cash reserves by November 2008 absent its
capital raising and grant activitiss,

The Company has been working hard on its ongoing capital needs and recently announced the
foliowing two events. These two evenis are not included in the cash forecast referred to above.

1. Hhas been awarded {subject to documentation; a government grant totalling $2.67 million over 2
years {not included in the November 2006 projection above); and

2. i has been in discussion with major sharehelders seeking funding o supplement its operational
raquirements both in the short and medium term. As a result of these discussions, the company
has been offered and is currently reviewing and considering the terms of a potential private
placement. An announcement will be made as and when the Board determines to proceed and
the terms have been agreed. Such terms will be submitted fo shareholders for approval as may
be necessary.

As a consequence of thase intfiatives, the Directors believe the Company will be able to realise its
assets and settle its iabilities and commitments in the normal course of business.

Significant accounting policies

The following significant accounting policies have been adopied in the preparation and presentation
of the financial report:

{a) Cash and cash equivalents

Cash and cash equivalents comgrise cash on hand, cash in banks and investments with original
maturities of three months or less,

b)) Comparatives

When required by accounting standards, comparative figures have been adjusted o conform to
changes in presentation for the current financial year.

Because these accounts represent a continuation of the accounts of Bio-Layer Pty Limited, users of

this financial report must be aware that the comparative numbers are those of Bic-Layer Pty Limited,
and in no way compare to the consclidated financial results of Biclaysr Corporation Limited (formerly
S5 Medical Limited) published in prior financial reporting pericds.

Provision is made for benefits accruing o employees in respect of wages and salaries, annual leave,
iong service leave, and sick leave when it is probabile that settlement will be required and they are
capable of being measured raliably.

Provisions made in respect of emploves benefits expected to be settled within 12 months are measured
at their nominal values using the remuneration rate expected to apply at the time of settlerment.

Provisions made in respect of employse benefits which are not expected to be settled within 12
months, are measured as the present value of the sstimated future cash cutfiows to be made by the
consolidated entity in respect of the services provided by employees up io reporting date.

Defined contribution plans

Contributions to defined contribution superannuation plans are expensed when incurrad.

o) Financial assets

Financiat investments are initially measured at cost on trade date, which includes transaction costs,
when tha related contractual rights or obligations exist. Subsequent to initial recognition, these
investments are assessed at each reporting date o determine whether there is any evidence that an
investment is impaired. Any such impalrment is reported in the incoms Statement.

(&) Foreign currency fransactions

All foreign curmrency fransactions during the financial year are brought to account using the exchange
rate in effect at the date of the transaction. Foreign currency monetary items at reporting date are
translated at the exchange rate existing at reporting date. Exchange differences are recognised in
profit or loss in the pericd in which they arisse.

) Goods and services tax

Revenues, expenses and assels are recognised net of the amount of goods and services
tax (GSTY, except:

i.  where the amount of G57 incurred is not recoverable from the taxation authorily, it is
recognised as part of the cost of acquisition of an asset or as part of an item of expense; or

i. for receivables and payables which are recognised inclusive of GST.

The amount of GSY recoverable from, or payable fo, the taxation authority is included as part of
receivabies and payables.

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

{g) Goodwill

Pursuant to the adoption of AASES Business Combinations (reverse acquisitions), goodwdl,
representing the excess of the cost of combination to Bio-Layer Pty Limiled over the falr value of

the identifiable assets, Habiliies and contingent Habilities acquired of BioLayer Corporation Limited
{formerly S5H Medical Limited), is recognised as an asset and not amortised, but tested for
impairment at each reporting date and whenever there is an indication that the goodwill may be
impaired. Any impairment is recognised immediately in profit of loss and is not subsequently reversed.




th) Government grants

Government grants are assistance by the government in the form of transfers or rescurces to the
consclidated entity in return for past or future compliance with certain conditions relating 1o the
operating activiies of the entity. Governmeni granis include governmaent assistance where there are
no conditions specifically relating to the operating activities of the consolidated entity other than the
requirement fo operate in certain regions or industry sectors.

Government grants relating 1o income are recognised as income over the pericds necessary to maich
therm with the related costs.

it impairment of assels

At each reporting date, the consolidated entity reviews the carrying amounts of its tangible and
intangible assets 1o determine whether there is any indication that those assets have suffered an
impairment ioss. if any such indication exists, the recoverable amount of the asset is estimated in
order to determine the extent of the impairment loss {{f anyl. Where the asset does not generate
cash flows that are independent from other asseis, the consolidated entity estimates the recoverable
amount of the cash-generating unit o which the asset belongs.

Goodwill is tested for impairment at each reporting date and whenever there is an indication that the
asset may be impaired. An impairment of goodwilt is not subsequently reversed.

If the recoverable amount of an asset {or cash-generating unit) is estimated o be less than Hs carrying
amount, the carrying amount of the asset {cash-generating unit} is reduced to ifs recoverable amount.
An impairment lass is recognised in profit or loss immediately, unless the relevant asset is carried at
fair value, in which case the impairment loss is reated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating
urdf} is increased to the revised estimate of its recoverable amount, but only to the extent that the
increased carrying amount does not exceed the carrying amecunt that would have been determined
had no impairment kss been recognised for the asset (cash-generating unitl in prior years. A reversal
of impairment loss is recognised in profit or loss immediately, unless the refevant asset is camed at fair
value, in which case the reversal of the impairment is treated as a revaluation increase.

it income fax

Current tax

Current tax is caiculated by reference o the amount of income taxes payable or recoverable in
respect of the taxable profit or tax loss for the period. it is calculated using tax rates and tax laws
that have been enacted or substantively enacited by reporting date. Current tax for current and prior
perinds is recognised as a liabifity {or asset! to the extent that it is unpaid {or refundable).

Defarred tax

Deferred tax is accounted for using the comprehensive balance sheet liabifity method in respect of
temporary differencaes between the camying amount of assets and liabilities in the financial statements
and the corrasponding tax base of those items.

In principle, deferred tax liablliies are recognised for all taxable temporary differences. Deferred tax
assets are recognised to the extent that it is probable that sufficient taxable amounts will be available
against which deductible temporary differences or unused tax iosses and tax offsets can be utilized.
However, deferred tax assets and liabilifies are not recognised if the temporary differences giving rise
to them arise from the inifial recognition of assets and liabilities (other than as a result of a business
comiination) which affects neither taxable income nor accounting profit. Furthermore, a deferred tax
Hability is not recognised in relation to faxable temporary differences arising from goodwill.

Defarred tax iiabilities are recognised for taxable temporary differences arising on investments in
sulysidiaries, branches, associates and joint ventures except where the consolidated entity is able
to control the revaersal of the temporary differences and it is probably that the temporary differences
will not reverse in the foreseeable future. Deferred tax assets arising from deductible temporary
differences associated with these investments and interests are only recognised to the extent that
it is probable that there will be sufficient taxable profits against which to utiize the benafits of the
temporary differences and they are expecied to reverse in the foreseeable future.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply fo the
period(s) when the asset and liability giving rise to them are realized or settled, based on fax rates
{and tax laws) that have been enacted or substantively enacted by reporting date. The measurement
of deferred tax liabilities and assets reflects the tax consequences that would follow from the mannar
in which the consolidated antity expects, at the reporting date, fo recover or settle the camying
amount of its assels and liabiities.

Daferred tax assets and liabilities are offset when they relats to income taxes levied by the same
taxation authority and the company/consclidated entity intends fo seitle #s current tax assets and
fiabilities on a net basis.

Current and deferred tax for the period

Current and deferred fax is recognised as an expense or income in the Income Statement, except
when it relates 1o items credited or debited directly 1o eguity, in which case the deferred tax is also
recognised directly in equity, or where it arises from the initial accounting for a business combination,
in which case it is taken into account in the determination of goodwill.

k) Infangible assels

Patents, trademarks and licenses
Patents, trademarks and license costs are recognised as an expense in the period in which it is incumed.

Research and development costs
Expenditire on research activities is recognised as an expenss in the period in which it is incurred.

{li Payables

Trade payables and other accounts payable are recognised when the consolidated entity become
obliged to make fulure payments resulting from the purchase of goods and services.

{m} Principles of consolidation

As stated in Note 1 — Basis of Preparation — the acquisition of Bio-Layer Pty Limited constitutes a
reverse acquisition in accordance with AASE3S. The consclidated financial statements are prepared
by combining the financial statements of all the entities that comprise the consolidated enifity, being
the company {the parent entity) and s subsidiaries as defined in Accounting Standard AASE 127
Consclidated and Separate FMnancial Statements. Consistent accounting policies are employad in the
preparation and presentation of the consolidated financial statemeants.

On acquisition, the assets, Habilities and contingent liabilities of a subsidiary are measured at their
fair vaiues at the date of acquisition. Any excess of the cost of acquisttion over the falr values of the
identifiable net assets acquired is recognised as goodwill. [, after assessment, the falr values of the
identifiable net assets acouired exceed the cost of acquisition, the deficiency is credited 1o profit and
ioss in the period of acouisition.

The consolidated financial staterments include the information and results of sach subsidiary from the
date on which the company obiains control and untli such time as the company ceases to control
such entity.

Iry preparing the consolidated financial statements, all intercompany balances and transactions, and
unrealised profits arising within the consolidated entity are eliminatad in full.

) Propearty, plant and eguipment

Plant and equipment, leasehold improvements and equipment under finance lease are stated at cost
iess accumulated depreciation and impairment. Cost inciudes expenditure that is directly attributable
to the acquisition of the ifem. In the event that seitlement of all or part of the purchase consideration
is deferred, cost is determined by discounting the amounis payable in the future o their present value
as at the date of acquisition.
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Depreciation is provided on property, plant and eguipment. Depreciation is calculated on a straight ne Economic Entity Parent Entity

basis 50 as to write off the net cost or other revalued amount of each asset over its expected usefld life
to its estimated residual value. Leasehold improvements are depreciated over the period of the lease or
estimated useful life, whichevar is the shorter, using the siraight line method. The estimated useful lives,
residual values and depreciation method are reviewed at the end of each annual reporting period. The
following estimated useful lives are used in the calculation of depraciation:

{ sasehold improvemenis 10% - 50%
Plant and equipment 20% - 40%
Furniture and office equipment 20% - 40%
{ sased plant and equipment 20%

fo} Provisfons

Provisions are recognised when the consolidated eniity has a present obligation, the future sacrifice of
economic benefits is probabile, and the amount of the provision can be measured reliably.

The amount recognised as a provision is the best estimate of the consideration required to settle
the present obligation at reporting date, taking into account the risks and uncertainties surrounding
the obhligation. Where a provision is measured using the cashflows estimated to settie the present
obligation, its carrying amount is the present value of those cashilows.

YWhen some or all of the economic benefits required to seitle a provision are expected 1o be recovered
from a third party, the receivable is recognised as an asset if it is virtually certain that recovery will be
received and the amount of the receivable can be measured reflably.

0} Revenue recognition

Sale of goods

Bevenue from the sale of goods is recognised whaen the consolidated entity has fransferred to the
buyer the significant risks and rewards of ownership of the goods.

Rendering of services

Bevenue for a contract to provide services is recognised by reference to the stage of completion of
the contract. Revenue is not recognised uniil each milestione has been successiully completed undar
the terms of the contract.

Royalties

Rovalty revenue is recognised on an acorud basis in accordance with the substance of the relevant
agreament.

interest revenue

Inferest revenue is recognised on a fime proportionate basis that takes into account the effective yield
on the financial assets.

fq) Share-based payments
Share-based payments are measured at {alr value at the date of grant. FFalr value is measured by use

of the Black Scholes valuation modet (3 binomial modail,

The fair value determined as at the grant date of the share-based payments Is expensed on a straight
tine basis over the vesting pericd, based on the consolidated entity’s estimate of shares that will
eventually vest.

2005 2005
Note g &
Revenues from operating activities:
Sale of goods and services G4, 660 4,320
Governmeant grants 830,006 -
Other operating revenues 73,495 -
Sals of non curent assets - 282
988,151 4,602
Revenues fram non-operating activities:
Interest - other corporations 5,892 15,085
Gain on disposat of subsidiary undertaking - -
Other - 5,432
5,892 20,517
Total Revenue 1,004,043 25,119
The toss from ordinary activities before income tax expense has been determined affer:
Amoriisation of non-current assets:
Leasehold improvements - 2,720
Leased plant and equipment - 41,464
Patents and trademarks 241,199 9,511
Total amortisation of non-current assets 241,109 53,685
Depreciation of non-current assets:
Plant and equipment 216,414 75,408
Furniture, office equipment and software 33,802 15,361
Total depreciation of non-current assets 250,216 90,769
Borrowing costs:
Lease finance charges 260 3,084
Interest on convertible notes 927,011 -
Interest, other persons G735 9,661
927,944 12,745
Movements in provisions:
Coubtiul debts - {2,400)
Empioyee benefits 42 595 11,570
Subsidiary Indebiedness - (2,561,997
42,595 (2,552,827}




Economic Entity

Parent Entity

2005 2005
Note $ ¥
B Loss rom orlinery eol
Significant / Notable items:
{ oss on disposal of subsidiary - 383,478
Write down of patents to
recoverable amount - 67,588
lmnpairment of financial assets 14 - -
lmpairment of goodwill 13 - -
White down of plant and eguipment
to recoverable amount - 47,268
Write down of inventory io recoverable amount - 212,815
- 711,639
Cperating lease rentals - 21,518 37,750
{a} The prima facie income tax on
the loss from ordinary income tax
is reconciled as follows:
Frima facie tax calcuiated at 30% on
losses from ordinary aciivities BEY 413) {324 609
Add/{deduct) tax effect of :
- interest on converting note - (19,222}
- non deductible tems {160,203) 2,845
- write downs o recoverable amounts - 1,111,877
- impairment of financial asseis - -
- impairment of goodwil - -
- gain on sale for accounting purposes - -
- oplions expensed for accounting purposes - 9,783
- R&D 1ax concession additional deduction {46,330) -
Yiming differences not brought to account
{0 the exient of income tax losses 878,766 {780,686}
Yax cradit through research and
development clawback provisions - 56,548
Ihcome tax benefit attributable
to ordinary activities - 56,548
(b} Deferred Tax Assets arising from
income tax losses not brought to account,
the benefits of which will only be realised
if the conditions for deductibility set
out in Note 1() occur 2,261,783 &80 TR 5,601,250

{a} Names and positions held of parent entity Directors and specified executives in office at
any time during the financial year are:

Parent Entity Directors

Mr Kim McGrath

Mr Stephen Erichsen

Dr Jason Armstrong

Ur Carmet {Carrie) Hillyard
Mr Richard Martin

Mr Bruce Rathie

Mr Pater Rayner

Dr Tony Evans

Mr Bavid Beins

Or Henry Stenning

Speciffad Executives — Economic Entity

Mr David Beins

Ms Megan Portas
Or Joe Maejl

Dy Dominique Gorse

{resigned 30 June 2006}

{fappointed 23 Septermnber 2005 and resigned 3 July 2008}
{appointed 23 Septemnber 2005}

{appointed 23 September 2005}

{appointed 1 July 2006)

{appointed 1 July 2006)

{appointed 1 July 2006)

{appointed 3 July 2006)

{resigned 23 Saptember 2005

Chisf Executive Officer

Chisf Financial Officer and Company Secretary
Chief Scientific Officer

Chisf Technology Officer

{b} Parent Entity Directors’ Remuneration

Post

Primary Employment Termination Share

Base Fee / Super- and Similar Based
Salary Bonus ahnuation Paymenis Options Other Total
J Armstrong 12 878 - 11589 - - 378801 192838
K McGrath 52,817 - 5 B63 - 17,416 - 85,990
S Erichsen 28,864 - 4,479 - 17,410 20917 71,660
G Hitlyard 29,583 - - - 17,416 - 465,993
R Martin 265,260 - 2,563 - 17,416 - 46,023
H Stenning 10,000 - 900 - - - 10,260
Total 170,482 - 14,564 - 69,640 198,818 454,504
K McGrath 45,000 - 4,050 - 10,716 - 59,780
S Erichsen 70,080 - 5,308 - 10,716 - 837,108
H Stenning 35,000 - 3,180 - 10,716 - 48,860
4 Dunn - - - 24,192 - - 24,192
Total 150,080 - 13,508 24,192 32,130 - 219,920
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{c) Specified Executives’ Remuneration — Economic Entity {f) Options holdings

MNMumber of opticns held by or at the nomination of Parent Entity Directors

Employnizi: Termination Share {who hald office during the year).
Base Fee/ Super- and similar based
Satary Payments annuation payments  options Other Total Total Total
Balance Purchased Balance Vested Exercisable
1 July Granted as Non- Net 30June 30 June 3¢ June
2005 Hemuneration Hemuneration  Change 2006 2006 2606
J Masi 138,600 - 12,420 - - - 150,420
D Gorse 129,000 - 11,610 - - - 140,610 Parent Entity
D Beins 47,667 - 4,290 - 42 889 - 94,848 Girectors
M Portas 54,795 - 5,832 - 17,084 - 87,721
5 Ward 66.012 i 5 941 i i 71953 K McGrath 300,000 500,000 125000 625,000 925000 825000 825,000
S Erichsen 300,000 500,000 502 500 1,002,500 1,302,500 1,302,600 1,302,500
Total 445,474 - 40,093 - 59,983 - 545,550 H Stenning 300,000 - - - 300,000 300,000 300,000
R Martin - 500,000 - BOD,000  B00,000 500,000 500,066
G Hillyard - 500,000 - 500,000 B0O,000D 530,000 500,000
120,600 106,000 10,800 - - - 140,800 800,000 2,000,000 627,500 2,627,500 3,527,500 3,527,500 3,527,500
{d)} Remuneration Options Number of options held by or at the nomination of Specified Fxecutives
Options granted as remuneration during the year {who held office during the year):
Value per First Last Total . Total . Total
option at  Exercise Exercise Exercise Balance Balance  Vested Exercisabie Unexercisable
Grant No. Grant date  Grani date Price Date Date 1 July Graated'as Net 30 June 30 June 30 June 3¢ June
2005 Remuneration Change 2606 2006 2006 2606
Parent Entity $ &
Directors Economic Entity
Executives
Mr K McGrath 500,000 26 Oct 2005 $0.0348 $0.35 26 0ct 2006 26 Oct 2007
Mr S Erichsen 500,000 26 Oct 2005 $0.0348 $0.835 26 0ct 2006 26 Oct 2007 D Beins - 2,000,000 2,000,00C 2,000,000 500000 500,000 1,500,600
Dr C Hityard 500,000 26 Oct 2005 $0.0348 $0.35 2680ct 2005 26 Oct 2007 M Portas - 1,000,000 1,000,000 1,000,000 250,000 250,000 750,000
Wr 12 Martin 500,000 26 0ct2005  $0.0348  $0.835 26 0ct2005 26 Oct 2007 : 3,000,000 3,000,000 3.000.000 750,000 750,000 2.950.000
Ms M Portas 1,000,000 16 Jan 2006 $0.1503 $C.284 16 Jan 2006 16 Jan 2016
Mr [ Bains 2,000,000 12 Apr 2008 $0.0858 $C.284 12 Apr 2006 12 Apr 2018
5,000,000 {g} Shareholdings
{e) Shares issued on exercise of remuneration options Number of shares held by or at the nomination of Parent Entity Directors and specified executives:
No shares were fssued on the exercise of remuneration options during the year ended 30 June 2008, Balance Purchased Balance
1 July Receivad as non- Gptions Net 30 June
2005 Hemuneration Remuneration  Exercised  Change 2006

Parent Entity

Directors

KW McGrath - - 260,000 - 250,000 250,000

S J Erichsen 200,000 - 570,000 - B70,000 870,000

C Hitlyard - - 15,000 - 15,000 15,000

H M Stenning 206,122 - - - - 206,122

Specified Executives

O W Ward 50,000 - - - - 50,000
456,122 - 835,000 - 935000 1,391,122
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th} Hemuneration practices

The Company’s policy for determining the nature and amount of emoluments of Board members and

senior executives of the Company is as follows:

The remuneration structure for executive officers, including executive Directors, is based cn a
number of factors, including length of service, particular experience of the individual concerned,
and overall performance of the Company. The contracts for service between the Company and
specified Directors and executives are on a continuing basis the terms of which are not expected

to change in the immediate future. Upon retirement Birectors and executives are paid employee
benefit entitlements accrued up to date of retirement. The Company may terminate the contracts
without cause by providing one month's written notice or making pay in lieu of notice based on the
individual’s annual salary component together with a redundancy payment calculated by reference
to length of service. Termination payments are generally not payabile on resignation or dismissal for
serious misconduct. In the instance of serious misconduct the Company can terminate employment

at any tima.

The Group seeks to emphasise payment for results through providing various cash bonus reward
schemes, specifically the incorporation of incentive payments based on the key performance
indicators appertaining to each specific employes. The objective of the reward schames is to both
reinforce the short and long term goals of the Company and fo provide a common interest between

management and shareholdars.

Economic Entity

Parent Entity

2005 2005
3 § $

Hemuneration of the auditors of the company for:
- Auditing or reviewing financial report ; - 38,85
- Dther audit related work - -
A1.814G - 41 38,659
- Taxation compliance - 19,838
- Due difigence procedures - -
- Dther - 500
- 17, 58,995

{a) Weighted average number of ardinary
shares outstanding during the year used
in the calculation of basic EPS e

SEY B 47,778,874

{b) Weighied average number of ordinary
shares outstanding during the year used
in the calculation of diluted EPS £

47,778,874

Economic Entity

Parent Entity

2005 FUHNG 2005
& : &
Cash on hand 344 143
Cash at bank 148,725 22 600
Daposits at call - 274,087
147,069 1, 296,830

Current
Trade debtors - 525G
Provision for doubtful debts - -
- 528
Receivable from controlied entities - 758,680
Other debiors 14,835 360
14,835 1, 759,568

Current
Raw materials af recoverable amount - 18,789
Finished goods at recoverable amount - 65,346
- 85,135

Current
Prepayments 23,010 8,608
Daposits - -
23,010 8,608
Leasehoid improvements, at cost - 11,082
Accumulated amortisation - {2,720
- 8,362
Plant and squipment, at cost 885,475 504,015
Accumulated depraciation {526,633 (426,531
Write down to recoverable amount - {47,258)
358,842 30,226

Furniture and fittings, office equipment,

and software, at cost 413,324 £0,380
Accumulated depraciation {268, 7H5) {59,235)
143,569 4,578 21,115
Leased plant and equipment - 245,211
Accumulated amortisation - (211,753
- 33,458
Total Property, Plant and Equipment 502,411 4,57 93,161




Movements in carrying amounts

Movement in carmying amounts for each class of property, plant and equipment betweaen the
beginning and end of the financial year is as follows:

Furniture and

Software leased
Leasehold Office Plant and Plant and
improvements Eguipment  Eguipment  Equipment Total
& 3 3 3 $
Carrying amount at start of year - 143,663 368,842 - 502,411
Additions 2,787 128,800 153,229 5,911 291,727
Disposals - - - - -
Write down to recoverable amount - - - - -
Depreciation / amortisation (2,787 (50,655 {243,834} {5,911} {313,187}
Carrying amount at end of year - 212,714 268,237 - 480,951
Carrying amount at start of year 8,362 21,116 30,226 33,458 93,161
Additions
Disposals (6,958) {1,562 (21,939) (16,182) (46,651}
Write down to recoverable amount - - - - -
Depreciation / amortisation [1,354; (14,881) {8,287} (17,278} {41, B38)
Carrying amount at end of year - 4,672 - - 4,672
Economic Entity Parent Entity
S 20050 : 2005
B % $
FRCIE 4
Patenis and trademarks, at cost 250,333 776,267
Accumulated amortisation {259,333} {219,836}
- 556,431
lmpairment losses - {483,431}
- 67,000
Goodwil - -
Accumulated impairment losses - -
14,
lnvestment in financial assets
Bio-Layer Pty Lid : - -
Cosmedics Australia Lid - -
{ @ss provision for impairment : - -
Share Capital 5.5 1. Madical aust} £ty Lig - -
Share Capital S.5.1. Medical Waskstation Pty Ltg - 100

Economic Entity

Parent Entity

2005 U 2005
noie $ ' &
Trade crediors 112,618 53,571
Sundry creditors and accrued expenses 16,495 894,630
129,113 148,201
Current
Lease lability 24fc) - 37,456
Nen Current
Convertible Notes 5,759,512 -
Current
Employvee benefits 17{a) 42,595 11,670
Provision for product warranty - -
42,5835 11,570
{a} Aggregate employee bensfils 42,595 11,670
{b} Number of employees at year end 10 4
15,
Closing balance contributed equity 3,825,002 19,158,333
Balance at beginning of year:
Opening balance contribuied equity 3,625,002 19,063,301
Shares issued during the vear:
lssue of shares - 52,421
lssue of shares on the conversion of
convertible notes - -
Cost of the business combination with
Bio-Layer Pty Lid per AASE3 - -
lzsue of options - 32,611
Iy specie distribution -
Costs assoclated with share issues - -
Balance at the end of year
Closing balance contributed equity 3,825,002 19,158,333

Ordinary shares participate in dividends and the proceeds on winding up of the parent entity in

proportion 1o the number of shares held.

At shareholders meetings each ordinary share is entitled 1o one vote when a poll is called, otherwise

each shareholder has one vole on a show of hands.




Economic Entity Parent Entity

2005 2005

note % $
T4, Ay
Accumulated losses at beginning of
the financial year {8,868, 6837) (6,637,520 (18,045,158} (16,955,303)
Net foss for the year 6,245, 124) (2,231,377} 1,547,128} (1,025,782}
Converiing note distributions {39,054) - {51,984} (64,073}
Accumulated losses at end of the
financial year {15,153,975) (8,568,897 (19,654,250} (18,045,158}
i. Reconciliation of net loss after 1ax to net cash flows from operations:
Net loss {6,245, 124) (2,231,377} 1,547,128} {1,025,782)
Non-cash items:
Amortisation 76,698 241,194 57,000 12,231
Depreciation 303,489 260,216 47,412 132,232
{Profit) / Loss on disposal of non current assets 66,178 - 1,275,871} 14,201
Profit on sale of intellectual property {60,000) {60,000)
L oss on disposal of subsidiary - - - 383,478
Write down of patents to recoverable amount - - - 67,8688
Write down of plant and equipment to
recoverable amount - - - 47,258
Write down of inventory {0 recoverable amount - - - 212,815
Doubiful debis 264 - 2654 {2,400
lnterast on convertible notes 241,399 927,011 - -
Decrease / {Increase} in provision against
intar-company indebiedness - - - {386,383}
lmpairment of goodwill 1,158,589 - - -
lmpairment of financial assets 2,184,876 - 2,184,576 -
Options issued 186,419 - 186,419 32,811
Bonus paid through issue of shares - - - 10,000
Annual Leave paid through issue of shares - - - 52,421
Changes in assets and liabilities:
Decrease / {increases) in receivabies {142,264} {3,498 1,147 2,073
Decrease in other deblors and
short term deposits - - - 5,143
{increass) / decrease in inventories before
transfer of prototype expenditure - - - 270
Daecrease / increase) in other cument assets 40,160 {23.010) 8,608 40,792
{Decrease) / increase in oraditors & acoruals  (284,933) 47,345 {101,912} {101,755}
norease / (decrease) in other current liabliities 65,413 42,4495 {10,845} (28,390
Net cash flows from operations {2,408,836} {749,619} {500,030} {531,097}

i. For the purpose of this statement of cash flows, cash includes cash on hand and at call deposits
with banks or financial institutions, net of bank overdrafts, as shown in note 8.

Disposal of subsidiary undertaking

During the reporting petiod, the Company disposed of its investment in SSH Medical Workstation
Pty Limited. the subsidiary was so0id to Cosmedics Australia Limited, with a seftlement date of 29
Novemnber 20065,

The disposal consideration comprised 12,500,000 shares in Cosmedics Australia Limited which
ware initially valued at $2,250,000. The Company held 11,837,000 of these shares at 30 June 2006
after an in-specie distribution of the remainder to iis members. The Directors have valued the shares
held at BNIL as at 30 June 2006. In valuing this investment, the Direciors considered recent market
trading prices in the securities and the net asset position of the entity.

The financial information relating to the subsidiary for the period to date of disposal is set cut below.

Economic Entity

The financial performance of the sold subsidiary to 30 June
the date of sale which has been incorporated into 2005
tha statement of financial performance is as follows: $
Revenue from ordinary activities -
Expenses from ordinary activities ; -
{Loss) from ordinary activities attribuiable to
members of the parent entity -
The carrying amounts of assets and liabilities 30 June
of the sold subsidiary at the date of sale were: 2005
&

Total Asseis
Total Liabilities

Net Assets

Included in liatllities above are intercompany loans from Bicl ayer Corporation Limited of $907,817 on
29 November 2005, These loans were forgiven upon disposal of the subsidiary.

Economic Entity

The net cash flows of the scld subsidiary 30 June
which have been incorporated into the 2005
statement of cash flows are as foliows: %
Net cash infiow / (outflow) from ordinary activities : -
Nat cash inflow / fouthiow) from investing activities -
Net cash inflow / foutfiow) from financing activities -
Details of the sale of the subsidiary which 30 June
has been incorporated into the current 2005
year's result are as follows: 30 June 2006 %

Proceeds from sale of interests
Carrying amount of net assets sold
Allocation of goodwill on consclidation

Gain on sale -




Acquisition of subsidiary undertaking

During the reporting period, Biolayer Corporation Limited acouired 100% of the share capital in
Bio-Layer Pty Limited. The settlement date of the acquisition was 28 October 2005, After this
transaction, the sharehoiders of Bio-Layer Pty Limited owned 83% of Biolayer Corporation Limited,
making this fransaction a "reverse acquisition” as dafined in AASES Business Combinations.

Hence, for accounting purposes, the parent company is Bio-Layer Pty Limited and the subsidiary
company is Biolayer Corparation Limited.

The agreed purchase consideration paid by Biolayer Corporation Uimited comprised $13,560,283
in shares in BioLayer Corporation Limited (47,778,874 shares), $1,438,737 in options in BioLayer
Corporation Limited (16,186,572 aptions), due diligence costs of $181,865, less opening cash
balance of $50,631.

The cost of the business combination, as calculated under AASED was 33,072,282, The financial
informaticn relating to the acquired subsidiary for accounting purposes {Biolayer Corporation Limited)
for the period is sef out below.

The financial pericrmance of the acquired subsidiary ffor accounting purposes) from
the date of acquisition which has been incorporated into the statement of
financial performance is as follows:

Fevenue from ordinary activities
Expenses from ordinary activifies

{Loss) from ordinary activities attributable o members of the parent entity

The carrying amounts of assets and liabilities of the acquired subsidiary
ffor accounting purposes) at the date of acquisiion were:

Total Assets
Total Liabiities

Net Ascets

The net cash flows of the acouired subsidiary {for accounting purposes)
which have been incorporated into the staterment of cash flows are as follows:

Net cash inflow / (outflow! from crdinary activities
Net cash inflow / (outflow) from investing activities
Net cash inflow / (outflow) from financing activities

ii. Credit Faciliies
The economic entity has no unused credit faciliies with Banks or other financial institugions.

Following the disposal of S5H Medical Workstation Pty Limited and the acquisition of Bio-Layer
Pty Limited, the economic entity’s continuing operation is in the materials science sector. The
discontinued operation's activities were in the medical device sector,

The financial information by business segments up to the date of sale is as foliows:

Continuing Discontinued
Operations Operations
Materials Science  Medical Devices Economic Entity
2005 L 2008 FOUH 2005
$ § $
Revenue
External sales 94 650 - 94,650
Total revenue from
segment and
ordinary activities 1,004,043 - 1,004,043
Resuit
Sagment result (2,231,377} - (2,231,377}
Loss from ordinary
activities before income
tax expense (2,231,377}
Income fax benefit -
Net loss e (2,231,377)
Assets
Sagment assets 587,328 - BE7,525
Total assets 687,325 - 687,325
Liahilities
Sagment Habilities 5,831,22¢ - 5,851,220
Total liabilities 5,831,220 - 5,931,220
Other segment information
Amortisation - - -
Depreciation 250,216 - 250,216

Secondary segment — geographical segments
The economic entity operated primarily within Australia during the financial ysar. As a result, the
Direciors have not provided analysis of the secondary geographical segments.




Other than approved share transactions performed by Directors the Company is not engaged in any
transactions with any related parties.
Share Transactions of Directors

Directors and Director-related entities hold directly, indirectly or beneficially as at the reporting date the
foliowing equity interests in the parent entity:

Parent Entity

2005
$
Ordinary shares 200,000
Options over ordinary shares 600,000
Converting Notes -
Economic Entity Parent Entity
ki 2005 2005
3 $
- : 12,686
{a) Capital expenditure commitments
No capital expendifure is contracted or committed for at 30 June 2008 (2004 nill.
(b} Operating lease commitments
Non-cancellable operating leases coniracted for but not capitalised in the financial report
Fayabie!
Not later than one year 285,308 21,818
{ater than cne yvear and not later
than five years 1,020,042 -
647 1,305,350 . 21,918
{c} Finance lease commitments
Fayabie.
Not later than one year - 39,383
{ater than cne year but not later than five years : - -
Total minimum lease payments - 39.383
{ @ss {uture finance charges - {1,927}
Total lease liability . - - 37,456
Current portion - 37,458

Non-current portion - -

- - 37,456

{a} Foreign exchange

The consolidated eniity is not exposed to significant financial risks from movements in foreign
axchange rates as there are no material financial assets and liabilities denominated in foreign
currencies. This is inciusive of both on and off balance sheet financial instruments. The company does
not participate in any type of hedging fransaction or derivatives.

{b} Accounting policies and methods adopted
The accounting policies and methods adopted in relation to each material class of financial asset and
fiability are disciosed in Note 1.

{c} Interest rate risk

The Company’s exposure 1o interest rate risk, which is the risk that a financial instrument’s valus will
fiuctuate as a resull of changes in market interest rates and the effective weighted average interest
rate on those financial assets and labiiities, is disclosed in the table balow,

Weighted |
average effective | Floating
interest rate interest rate |

Fixed interest rate maturing
Within a year 1to 5 years Totat |

2005 2005 2005
i 3 $i
Cash 147,069 147,089

Receivables, payables and cash on hand at 30 June 2006 and 30 June 2005 are non-interest bearing.

{d) Credit risk

The maximum exposure 1o credit risk, excluding the value of any collaterat or other security, at
balance date to recognised financial assets is the carrying amount as disclosed In the balance sheest
and notes to the financial statements.

{e} Net fair values

Far ali other financial assets and liabilities the net fair value approximates their carrying value. No
financial assets and financial iabiiities are readily raded on organised markets. The aggregate net fair
values and carrying amounts of financial assets and financial iabilities are disclosed in the statement
of financial position and in the notes to the financial statements.

2005
Parent entity:
* Biol ayer Corporation Limited Aust
Subsidiaries:
* 5.5 M Medical Workstation Pty Limited Aust : 100%

* Hio-t ayer Py Limited Aust HEAE




FRPN S N,
TR ATV

The consolidated entity changed its accounting policies on 1 July 2005 to comply with Australian
equivalents to International Financial Reporting Standards ('A-RS. The fransition to A-IFRS is
accounted for in accordance with Accounting Standard AASE 1 First-time Adoption of Australian
EFquivalents to international Financial Reporting Standards, with 1 July 2004 as the date of

transition. An explanation of how the fransition from superseded policies to A-IFRS has affected the
consclidated entity’s financial position, financial performance and cash flows is set out in the following

tables and the notes that accompany the tables.

Effect of A-IFRS on the balance sheet as at 1 July 2004

Economic Entity

30 June 2004 Effect of 30 June 2004
Superseded transition 1o Restated
Folicies A-FRS under A-IFRS
Current Assets
Cash asseis 144 203 - 144 203
Beceivables 11,338 - 11,337
Total Current Assets 155,530 - 155,540
Non-current Assets
Property, plant and equipment 708,112 - 705112
nfangible assets 241,199 - 241,199
Total Non-current Assets 946,311 - 846,311
Total Assets 1,101,850 - 1,101,851
Current Liabilities
Payables 56,312 - 66,313
Totad Current Liabilities 66,312 - 66,313
Non-current Liabilities
lnterest bearing liabilities 2,871,655 1,176,601 4,048,056
Total Non-current Liabilities 2,871,555 1,176,501 4,048,056
Total Liabilities 2,937,867 1,176,501 4,114,369
Net Assets (1,836,017) (1,176,501} (3,012,518}
Equity
Contributed equity 3,625,002 - 3,625,002
Accumulated losses 5,461,019} {1,176,501) 6,837,520
Total Equity (1,836,017} (1,176,501} {3,012,518)

Effect of A-IFRS on the balance sheet as at 1 July 2004

Parent Entity

30 June 2004 Fifect of 30 June 2004
Superseded transition to Hestated
Policies A-IFRS under A-IFRS
Current Assets
Cash assets 304,393 - 304,399
Recelvables 1,445,700 - 1,445,700
lrventory 298,320 - 298,326
Other 44,509 - 44,5009
Total Current Assets 2,082,928 - 2,092,928
Non-current Assets
Property, plant and equipment 251,310 - 251,310
Irtangible assets 131,124 - 131,124
Other financial assets 10 - 101
Total Non-current Assets 382,535 - 382,535
Total Assets 2,475,463 2,475,463
Current Liabilities
Payables 245,066 - 245,066
Interest bearing fabilities 67,795 - 67,7856
Provisions 39,960 - 39,960
Total Current Liabilities 352,821 - 352,821
Non-current Liabilities
Interest bearing labilities 14,844 - 14,544
Total Non-current Liabilities 14,644 - 14,644
Total Liabilities 367,465 - 367,465
Net Assets 2,107,998 - 2,107,998
Equity
Contributed aquity 19,063,301 - 19,083,301
Accumulated losses (16,955,303} - {16,955,303
Total Equity 2,167,998 - 2,107,998




Effect of A-IFRS on the income statement for the financial year ended 30 June 2005 Effect of A-IFRS on the income statement for the financial year ended 30 June 2005

Economic Entity Parent Entity
Fnancial year ended 30 June 2005 Financial year ended 30 June 2005
Efect of EHect of
Superseded ransition Superseded transition
Poficias to A-FRS A-IFRS Policies 10 A-IFRS A-IFRS
Other revenue from ordinary activities 1,004,042 - 1,004,042 Sales revenue 4,602 - 4,602
Sefling, distribution and business Cost of sales {222 B} - (222,951)
development expenses {310,801 - (310.6801) Ciross Profit (218,349} ; (218,349)
Qccupancy expenses {306,777} - (306,777} Other revenue from ordinary activities 20,517 - 20,517
Administrative expenses — oiher (366,818} - (366.818) Sefling, distribution and business development expenses - - -
Borrowing costs {p02,729) {(425,214) (927,843 Ocoupancy expenses (34,967) - (34,957)
Hesearch and development expenses {1,077,200) - (1,077,209 Administrative expenses — provision againat
Other expenses from ordinary Activities {248,071} - (248,071 intercompany indebtednass 386,383 - 386,383
Loss from ordinary activities before Loss on disposal of subsidiary entily {383,477} - {383,477)
income tax benefit {1,806,163) (425,214) (2,231,377) Administrative expenses — other {443,813} {32,611 (476,424)
1 -
lncome tax benefit relating to ordinary activities - - - Borrowing costs (12.745) (12,748)
; ; ey i A Research and development expenses {145,517} - {145,517)
oss from ordinary activities after o , - . i
income tax benefit (1,806,168) (425,214) (2,231 377) Other expenses from ordinary Activities {217,751} 217,751
Total changes in equity other than !_oss from ordinatty activities before
those resulting from transactions with income tax benefit (1,049,719} {32,611) {1,082,330}
OWhers as owners {1,806,163) {425,214 (2,231,377) Income tax benefit relating to ordinary activities 56,548 - 56,5648
Loss from ordinary activities after
ihcome tax benefit (993,171} {32,611) {1,025,782}
Total changes in equity other than
those resulting from transactions with
oWners as owners (983,171} (32,611) (1,025,782}




Effect of A-IFRS on the balance sheet at 30 June 2005

Economic Entity

Fnancial year ended 30 June 2005

Efact of
Superseded ransition

Folicies to A-IFRS A-IFRS
Current Assets
Cash asseis 147,069 - 147,069
Recelvables 14,835 - 14,835
Inveniories - - -
Other 23,0 - 23010
Total Current Assets 184,914 - 184,914
Non-current Assets
Property, plant and equipment 502,411 - 502,411
Financial assets - - -
nfangible assets - - -
Total Non-current Assets 502,411 - 502,411
Total Assets 687,325 - 687,325
Current Liabilities
Payables 129,113 - 128,113
lnterest bearing liabilities - - -
Provisions 42,695 - 42 595
Total Current Liabilities 171,708 - 171,708
Non-current Liabilities
interest bearing Habilities 4,157,796 1,801,716 5,760 512
Total Non-current Liabilities 4,157,796 1,601,716 5,759,512
Total Liabilities 4,328,504 1,601,716 5,931,220
Net Assets (3,642,179 (1,801,716} {5,243,895)
Equity
Contributed equity 3,625,002 - 3,625,002
Accumutaied losses {7.267,181) {1,801,716) {8,568,807;
Total Equity (3,642,179 (1,801,716} (5,243,895)

These changes reflect the allocation of interest on convertible notes info the correct reporting periods.

Effect of A-IFAS on the balance sheet at 30 June 2005

Parent Entity
Financial year ended 30 June 2005

Fifect of
Superseded transition

Policies 0 A-IFRS A-IFRS
Current Assets
Cash assets 296,830 - 296,830
Recelvables 759,568 - 759,668
lnventories 85,135 - 85,135
Other 8,608 - 89.608
Total Current Assets 1,150,141 - 1,150,141
Non-current AsseTS
Property, plant and equipment 93,161 - 93,161
Financial assets 100 - 100
Intangible assets 67,000 - 687,000
Total Non-current Assets 160,261 - 160,261
Total Assets 1,310,402 - 1,316,402
Current Liabilities
Payables 148,201 - 148,201
Interest bearing fiabiiities 37,4566 - 37,458
Provisions 11,670 - 11,570
Total Current Liabilities 167,227 - 197,227
Non-current Liabilities
Interest bearing llabiiities - - -
Total Non-current Liabilities - - -
Total Liabilities 187,227 - 197,227
Net Assets 1,113,175 - 1,113,175
Equity
Contributed equity 19,125,722 32,611 19,168,333
Accumulated losses (18,012,547} 32611 {18,045,158)
Total Equity 1,113,175 - 1,113,175




Effect of A-IFRS on the cash flow statement for the financial year ended 30 June 2005

EFoonomic Eniity and Parent Entify

Thers are no materal differences between the cash flow statement presented under A-IFRS and the
cash flow statement presented under the superseded policies.

Since balance date, the Company has engaged in capital raising activities in order to ensure that the
Company has sufficient capital reserves to commarciaiise its technology. Such activities include those
set out in the Chalrman’s report. The Company has put in place a facility for up to $300,000 which it
can access, subject to formal documentation of the grant, for the purposes of meeting any obligations
under the terms of the grant.

Other than the above, there are no after balance date svents that the Directors believe should be
reported to shareholders,

Y, 2N
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The registered office and principal place of businass of the company is:

4/26 Brand Street
Fight Mile Plains QLD 4113
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The Directors of BicLayer Corporation Limited declare that: it
yer Gorp Grant Thornton 7
{1) The financial statements and notes, as set out on pages 22 to 53 are In accordance with the g&r’i;g%ﬂ;‘g’; gﬂ";e“s'a“d Partership
Corporations Act 2001 and: Chartersd Accountants, Business Advisers and Consultants
a) comply with Accounting Standards, the Corporations Regulations 2001; and
b} give a true and Tair view of the financial position as at 30 June 2006 and of the financial
performance for the year ended on that date of the Company and the economic entity,
{2) Tha Chief Executive Officer and the Chief Financial Officer have declared that ¢
a) The financial records for the Company for the financial year have been properly maintained in _ s o1 T . . N—
accordance with section 288 of the Corporations Act 2001; AUDITOR’S INDEPENDENCE DECLARATION
b) The financlal statements and notes for the financial year comply with the UNDER SECTION 307C OF THE CORPORATIONS ACT 2001
Accounting Standards; and TO THE DIRECTORS OF BIOLAYER CORPORATION LIMITED AND
c) The financial statements and notes for the financial year give a true and fair view. CONTROLLED ENTITIES
{3} There are reasonable grounds to believe that the Company will be able to pay its debts as and
when they become dus and payable, having regard 1o the disclosure made in Note 1 16 the As Tead auditor for the audit of BioLayer Corporation Limited for the year ended 30 June 2006, 1
financial statements. declare that, 1o the best of my knowledge and belief, there have been:
Signed in accordance with a resolution of the Board of Directors {a}  nocontraventions of the auditor independence requirements of the Corporations Act 2001 in

refation 1o the awdis; and

{b)  nocontraventions of any applicable code of professional conduct in relation to the audil

A

Mr Bruce Rathie
Chairman
Dated this 27th day of September 2006 Chartered Accountants

GRANT THORNTON QUEENSLAND PARTNERSHIP

DI CARROLL
Partner

Brishane 27 September 2006

Laval &

Grart Thornton House

King George Sguare

102 Adelside Strasd
Brisbane Gld AG00 Austrafia
GG Bow 4008

Brisbane Gld 4001 Austrafia
T +617 3222 0260
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Grant Thorntor Queenslang Partership
ABN 13131 588 058
Charterad Accountants, Business Advisers ang Consuléants

INDEPENDENT AUDIT REPORT
TO MEMBERS OF BIOLAYER CORPORATION LIMITED

Scope

The financial report and directors’ respensibitity

The financial report comprises the income statement, balance sheel, statement of changes in equity,
cash flow statement, accompanying notes to the financial statements, and the directors” declaration
for BioLayer Corporation Limited (the company) anrd consolidated entity, for the year ended 30
June 2006. The consolidated entity comprises both the company and the entities it controlled during
that year.

The directors of the company are responsible for the preparation and true and fair presentation of
the financial report in accordance with the Corporations Act 2601, This includes responsibility for
the maintenance of adequate accounting records and internal controls that are designed to prevent
and detect fraud and error, and for the accounting policies and accounting estimates inherent in the
financial report.

Audit approach

We conducted an independent audit in order to express an opinion 1o the members of the company.
Our audit was conducted in accordance with Australian Auditing Standards, in order (6 provide
reasonable assurance as to whether the financial report is free of material misstatement. The nature
of an audit is influenced by factors such as the use of professional judgment, selective testing, the
inherent Hmitations of internal control, and the availability of persuasive rather than conclusive evi-
dence. Therefore, an audit cannot guarantee that ail material misstatements have been detected.

We performed procedures to assess whether in ail material respects the financial report presents
fairly, in accordance with the Corporations Act 2001, including compliance with Accounting Stand-
ards and other mandatory financial reporting requirements in Australia, a view which is consistent
with our understanding of the company™s and the consolidated entity’s financial position, and of
their performance as represented by the results of their operations and cash Hows.

We formed our audit opinion on the basis of these procedures, which included:

. examining, on a test basis, information to provide evidence supporting the amounts and dis-
closures in the financial report; and

. assessing the appropriateness of the accounting policies and disclosures used and the rea-
sonableness of significant accounting estimates made by the directors.

While we considered the effectiveness of management’s internal controls over financial reporting
when determining the nature and extent of our procedures, our audit was not designed to provide
assurance on internal controls.
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In conducting our audit, we followed applicable independence requirements of Australian profes-
sional ethical pronouncements and the Corporations Act 2001.

In accordance with ASIC Class Order 05/83, we declare to the best of our knowledge and belief
that the auditor’s independence declaration in the financial report has not changed as at the date of
providing our audit opinion.

Audit opinion
In our opizion, the financial report of BioLayer Corporation Limited is in accordance with:
{a) the Corporations Act 2001, including:

)] giving a true and fair view of the company’s and consolidared entity’s financial posi-
tion as at 30 June 2006, and of their performance for the year ended on that date; and

i complying with Accounting Standards in Austraiia and the Corporations Regulations
2001 ; and

(by  other mandatory financial reporting reguirements in Australia.

Inherent Uncertainty Regarding Going Concern
Without qualification 10 the audit opinion expressed above, attention is drawn to the following matter.

As discussed in Note 1 of the financial report “Basis of Preparation”, the company notes that it will
deplete its’ current cash reserves in November 2006, After balance date, the company has recetved
written notification of a successful appHeation for a Goverament Grant totalling $2.67 million to be
funded over a 2 year period, subject to the completion of formal srant documentation. The directors
have also held discussions with major shareholders and have been offered further funds to supple-
ment the operational requirements of the company. These working capital initiatives, have not been
finalised as at the date of this report, and are not reflected in the financial report at 30 June 2005,

Unless the group can successfully finalise these initiatives, there 1s uncertainty whether the group
would be able to continue as a going concern. I the group is unable to continue as a going concern,
it may be required to realise its assets and extinguish its labilities other than in the normal course
of business and at amounts different from those stated in the finan¢ial report, in particular the parent
entily’s investment in the controlled entity of $15,187,505 (note 14}, and the associated receivable
balance of $1,982,342 (note 9) owed from the same entity.

GRANT THORNTON QUEENSLAND PARTNERSHIP
Chartered Accountants

[ I CARROLL
Partner

Signed in Brisbane this 27th day of September 2006




Distribution of shareholdings- Top 20 shareholders
Holding From Holding To No. of Holders Total Shares Held o, The following is a listing of the 20 largest sharehciders together with the number of shares held and
the percentage of total shares held.
;00'1 ;ggg 1 gg; 1 2;;222 ?g? Shareholder Shares held % of Total
5,60 10,000 174 1,334,742 1.886 Coates Myer & Company Pty Limited 33,907 .868 46.88
10,001 100,000 218 6,850,157 3.47 Asia Union Investments Pty Limitetd 8,596,830 11.89
Holdings larger than 100,000 40 62,173,078 95.986 Nimrod Finance Limited 2,655,858 3.67
Total 2003 72,329,302 100.00 ANZ Nominees Limited 2,035,514 2.81
Naticnal Nominess Limited 1,787,350 2.47
Voting rights: HSBC Custody Nominees (Australia) Uimited 1,400,000 1.94
First Cape Managemeni Pty Limited 1.333.003 1.84
In accordance with the Company's constitution, the following rights to vote apply to members holding Catholic Church Insurances Limited 1,250,000 1.70
ordinary shares: Mr Nobuyoshi Joe Maiji 1,215,781 1.68
al0on a show of hands every member present in persen or by proxy or attorney or representative wil Teneaton Holdings Pty Limited 1,063,705 1.47
have one vote: and Powell Provident Pty Limited 600,000 .83
Sambold Py Ltd 550,300 .77
bion a poll every member prasent in person or by proxy, attorney or reprasentative will have one vole Mr Stephen John Erichsen 500,000 0.69
for each fully paid share held. Wapimala Pty Limited 372,650 0.52
Holdings less than a Marketable Parcel: Romap Pty Limited 350,000 0.48
Mrs Anthea Erichsen 300,000 .41
As dafined by the ASX Listing Rules a marketable parcel is defined as: Uniteam Marketing Limited 295.000 041
Equity securities - parcel of securities of not less than $500 in vaiue based on the closing price on Howsten Pty Ltd 290,622 G.40
SEATS the date before the issue of the notice. Sequence Securities Pty Limited 268,752 0.37
Cogent Nominees Pty Limited 267,239 .37

At the date of this report, in relation to ordinary shares in the Company, a marketable parcel equates
to 3,334 ordinary shares. The number of shareholders holding less than a marketable parcel and the Top 20 shareholders total 59,025,560 81.60
number of shares held by them were as follows:

On-market buy-back

No. of holders holding less than a marketable parcet 1,742 There is currently no propesal o undertake an on-market buy-back of the Company's securities.
No. of shares held 1,454 323
Share Registry: Registries Limited

Level 2, 28 Margaret Strest
Names and details of substantial shareholders Sydney.

NSW 2000
Name of Substantial Shareholder Shares held % of Total 102} 9270 0677
Coates Myer & Company Py Limited 33,907,866 4688 Stock Exchange Listing: The Company's securities are quoted on the official list of the ASX,
Asia Union Investments Pty Limiled 8,586,830 11.89 The ASX listing code for the Company's securifies is:
Nirnrod Finance Limitad 2 655,858 3.18 Ordinary shares - RS

Options to acquire ordinary shares - BLSO




Unguoted Securities:
@l Employee Option Plan

The Employee Option Plan dated 30 August 1989, provides that employess may be issued
options to acquire shares in the Company. These opticns are not quoted on the
Australian Siock Exchange.

At 8 September 2006 there were no options issued under the Employee Option Plan,

bl Other unfisted Cptions

The foilowing unlisted options to acquire ordinary shares are on issue as at 6 September 2006

Options issued to directors as remunaration 2,900,000
Options issued to the vendors of Bio-Layar 13,892,690
Options issued to G capiial as consideration for saervices 1,600,000
Options issued to CFO under executive agreement 2,000,000
Options issued to CFO under executive agreement 1,000,000
Total unlisted options to acquire ordinary shares 21,382,599

{c) Unquoted shares
As at 6 September 2008, there are 20,193,184 fully paid ordinary shares on issue which are
subject o escrow arrangements and are unquoted.
The total number of fully paid ordinary shares as at 8 September 2006 is as follows:
Quocted 52,136,118
Unguoted 20,193,184
Total 72,329,302
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