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CARDEA TECHNOLOGIES LIMETED ARND 1'Fs CONTROLLED FENTITIES
Hatp-vear BEront — 31 Decessrg 2004

APPEMDIN A1

RESULYS POR AMNNOUNCEMENT TO THE MARKET
(Comparative firures being the half vear ended 31 December 2003)
Revenue from ordinary activities Up 14% o 69,797
Loss from ordinary activities after tax attriburable Up 3% o (953,686
o members
Net loss for the vear attriburable to members Up 3% ey (953,686

Dividends /Distributions
[t is not proposed to pay dividends.

NTA Backing

Consolidated Entity

2004 2603
$ b
Net tangible asset backing per ordinary share $0.0057 &1012

Control Gained Over an Entity

Name of entity

Nataral Pharmacy Pry Lid

Date of control gained

31 December 2004

Contribution to the company’s petformance

Goodwill of 341, 290 has been written off

Assoctated Company

Name of entity

Bioglobal Pty Lad

Petrcentage holding

41%%

Share of loss of the entity

350,660 (31 Dec 2003 : 323,015)

Brief Explanation of the above figures

The 10% revenue increase was prncipally due to the growing sales of the Company’s whollv-owned subsidiary
Aquenox Pty Lid. ($55,544} with the 3% increase in net loss resulting from increased costs incurred by Aquenox’s

Tulamarine operaton and its subsidiary companies in Hong Kong and mainland China,

Foreign Accounting Standards

The financial statements of Aquenox (MK Environmental Protection Technologies Company Limited (formerly
Waterpower (HLK)) Eavironmental Protection Technologies company Limited) have been prepared in accordance with
accounting principles generally accepted in MHong Kong, There are no material differences berween those policies and

the policies adopted within the remaining group companies.
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This interim financial report does not include all the notes of the type normally included in an annual financial report
Accordingly, this report is to be read i conjunction with the Annual Report for the year ended 30 June 2004 and any
public announcements made by Cardia Technologes Lod during the interim half vear reporting period in accordance
with the continuous disclosure requirements of the Corporations Aot 2007,
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Mrecrons” BEroer

IMRECTORS BEpORT

Your Directors present their report on the consolidated entity consisting of Cardia Technologies Lid {(“Cardia™) and the
entities it controlled at the end of, or during the half-vear ended 31 l)cccmbar 2004,

DIRECTORS
The following persons were Directors of Cardia during the whole of the half-year and up to the date of this reporn

Patrick John Volpe

Yue Sheng Fu

Peter Pena

Kenneth James Inghritsen (resigned on 3 November 2004)

REVIEW OF OPERATIONS

In the six months to 319 December 2004 Cardia has maintamed its stategy of wdenufving and developing new
technologies and establishing and puiding start-ap businesses through to a profitable stand-alone status.

The principal activities of the Company during the half-vear continued 0 concentrate on its five main business areas as
set out below:

Environmental Technology

During the period Cardia’s main business focus has been the expansion of its water treatment and recycling subsidiary —
Aquenox Pry Lid (“Aquenox™).

Aquenox continued to progress through the R&D phage mnto the commercialisation of its products.

This process has mvolved further enhancement to, and modifications of, the Company’s recycling plants, resulting
partly from field trials and partly from the inital mstallations of three carwash recycling systems i NSW,

Following these imtial installations there has been increasing market accepiance of the “new technology” and further
orders for 8-9 carwash installations have cither been received or are currently under negouation. An inttal carwash
mnstallation has also been made in South Australiz and additional sales are anticipated to follow in that state.

In addition to carwashers, negotiations are continuing with a number of major companies 1o assist them to clean up and
recycle their waste water.

Marketing activity t¢ also continuing in China through Aquenox’s subsidiary companies in Hong Kong and mainland
China seeking markert acceptance of the Company’s water treatment and recycling applications.

In Avgust 2004 Aquenox signed a Joint Venmre Framework Agreement with a division of the Smopec Group, the
largest oil explorer, refiner and marketer, of oil products in China.  Subject to the completion of successful due
diligence procedures by both parties, independent valuations, requirements of Chinese and Australian law, and if
necessary, shareholder approval, the aew Agreement contemplates the transfer of Sinopec’s existing water treatment
division mto a new Smo-foreign Joint Venture Company i China to be owned 51% by Aquenox and 49% by Sinopec.

For its 49% Aquenox will provide its water recycling technology on an exclusive basts for China together with working
capital.
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Mrecrons” BEroer

IMRECTORS BEpORT

The uahsation of Aquenox’s water recycling rechnology will not only enable the Joint Veawre Company 0 update
Sinopec’s existing network of car and other vehicle wash-down centres, but also w Investigate the opportunities to
manufacture and establish a new chain of franchised carwashers in China.

Agricultural Biotechnology

The (,()mp*mv s interest i agricultural biotechnology continuies to be fts 41% holding in Bioglobal Lid {“Bioglobal™).
Eatdy in the period Bio}_}iob*ﬂ disposed of its sharcholding in Bioconwrol Lid for $1.77 mdii{m in return for the
acquisition of that company’s Australian operations and a cash payment.

Bioglobal’s main business revolves arcund naturally-based chemical products for crop protection, animal health and
environmental insecticide markets and the revenues generated from the Australian sales of Biocontrol’s technology
products will enable Bioglobal to further develop product research and marketing of the other products in its portfolio.
Following the improvement in its revenue base Bioglobal is actively seeking an ASX Lisung,

Cardia has no mmediate plans to dispose of its mterest 1n Bioglobal, but would be prepared to do so at the right price.

Natural Pharmaceuticals

During the perdod the Company gained control of Natural Pharmacy Pry Lid when it converted it is Convernble
Rcdccmabl{, Preference Shares in that company to fully paid ordinary thﬂ}.(_,b.

lts tnterest in Natwral Pharmacy’s voting shares increased from 49% o 606% following the converson.
Cardia continues to review its position in Natural Pharmacy,

Mineral Exploration

Notwithstanding the disposal of the Company’s interests in mineral exploration projects in Botswana and Australia to
A-Cap Resources Lad (“A-Cap”) in the 2004 financial vear and the subsequent successful listing of A-Cap on the
Newcastle Stock Exchange on 25% March 2004, Cmdia remains interested in considering new mining exploration
opportunities when and 1f they ocecur.

Biotechnology — Medical

Following the distribution of Cardia’s shareholding in Dia-B Tech Ltd (“Dia-B™) to its shareholders eardy in 2004, Dia-
B successfully completed an mitial public offering of its shares and was lsted on the ASX on 24 January 2005,

As at 31 December 2004 Cardia held 4,515,494 ordinary shares in Dia-B — 4.9% of the issued capital of that company
— and retaing an mnterest in any further investment opportunities which may occwy in medical research.

CORPORATE

Options Issue

Following the expiry of the Company’s options on 304 June 2004 a General Meeung of Shareholders on 26 July 2004
approved the mssue of a new serfes of options to each registered holder of 30% June 2004 options at the tme they
expired unexercised.
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The new options were issued on a 1:1 basis with the expired options and are exercisable at $0.10 up to 31 December
2007, The total optons tssued were 127 488,655 at a price of $0.0025 per option.

The igsue, fully underwritten, raised approxmmately $319,000 and closed on 134 September 2004

Entitlements [ssue

A Prospectus for a rights issue of ordinary shares and options to existing sharcholders was lodged on 17% December
2004, The issue was fully underwritten and consisted of one new share for every 10 shares held together with one free
option for every two shares subscribed for. The issue price of the shares was $0.07 with the terms of the options being
the same 2s for those issued in September 2004,

The issue, which closed on 154 February 2005, raised approximately $1.04 million before expenses.

Change of Auditor

A General Meeting of Shareholders on 200 July 2004 resolved to remove PriceWaterhouseCoopers as Audttor of the
Company and to appoint Beatleys MRI as the new Auditor.

Successful Public Listings

In terms of Cardia’s corporate strategy of re-capitalising its mvestment businesses via the capital markets, Dia-B Tech
Litd raised 36 million from its mnitdal public offering of shares in December 2004 and was listed on the ASX in early
2005,

This followed the earlier successful listing of A-Cap Resources Lid on the NSX in March 2004.

EVENTS OCCURRING AFTER REPORTING DATE

Other than the matters detatled in Note 8 to the consolidated financial statements on Page 15 of the halfyear report,
there has not arisen in the interval between the end of the half-year and the date of this report any item, transaction or
event of a material and unusual narure likely, in the opinfon of the Directors of Cardia to affect the operations of the
consolidated enuty, the results of these operations or the state of affairs of the consolidated entity in subsequent years.

AUDITORS INDEPENDENCE DECIARATION

A copy of the auditors” independence declaration as required under section 307C of the Corporations Act 2001 18 set
out on page 7.

This report is made in accordance with a resolution of the Directors made on 28 February 2005,

PJ. VOLPE
Director

Dated this 28 day of Febraary 2005
Hawthorn, Victoria
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Chartered Accountants
Business Advisors

Bentleys mr

28 February 2005

The Board of Directors
Cardia Technologies Limited
Suite 5.10, Level 5

737 Burwood Road
HAWTHORN WVIC 3122

Dear Board Members

CARDIA TECHNOLOGIES LIMITED

In accordance with section 307C of the Corporations Act 2001, | am pleased to provide the following
declaration of independence.

As lead audit partner for the review of the financial statements of Cardia Technologies Limited for the half-
year ended 31 December 2004, | declare that to the best of my knowledge and belief, there have been no
contraventions of:

() the auditor independence requirements of the Corporation Act 2001 in relation 1o the review;
and
(i} any applicable code of professional conduct in relation to the review.

Yours sincerely

T -
. 5—"'\:|L §1r"1,_?,§\ {\nﬁg\i
|
!
BENTLEYS MRI JEFFREY C LUCKINS
CHARTERED ACCOUNTANTS PARTNER

Dated in Mefoournie on 28" February 2005
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artnership.
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COMSOLIDATED STATEMENT OF FINANCIAL PERFORMANCE
Forree Facr-YEar Enpep 31 DecemiEr 2004

Half-vear
2004 2003
$ $
Revenue from ordinary activities 69,797 63,558
Cost of goods sold {114,384) (7.863)
Office expenses (124,151) (105,749
Listing expenses {15,407 (28,589
Depreciation expense {18,814) {18,860)
Provision for loan and mvestment writedowns - (125,629
Emplovee benefits expense {461,781) (284,331)
Research and development, exploration and patents (79,824) (276,913)
Travel and marketing expenses (54,528) {40,48%
Professional fees {6,595) {89,590)
Other expenses from ordinary activities (86,336) (26,779
Goodwill witten-off as a result of gain of control in subsidiary {41,290) -
Share of net profit/foss) of associates accounted for using the (506,660) 16,813
equity method
Loss from ordinaty activities before income tax (917,973) (924,427
Income tax expense - -
Net loss (917,973) (924,427
Net logs atiributable to outside equity interest 996 56
Net loss ateributable to members of Cardia (916,%977) (924,371)
Net decrease in foreign cutrency translation resesve (36,703) -
Total changes in equity other than those tesulting from
transactions with owners as owners (953,680) (924,371)
Basic Earnings (loss) per share (cents) {6.66) (.67
Diluted Earnings (loss) per shase (cents) {6.66) (0.67)

The above consolidated statenment of financial perfarmance shosid be vead in confunction with the accompanying notes.
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COMSOLIDATED STATEMENT OF FInAMNCIAL POSITION

AS AT 31 Dpcrmpir 2004

Current Assets

Cash assets

Recefvables

Inventories

Cither

Total Cusrent Assets
Non-Cuttent Assets
Recefvables

Investments accounted for using the equity method
Other Financials Assets
Plant and equipment
Intangibles

Total Non-Current Assets
Total Asscts

Current Liabilities

Payables

T'otal Curtent Liabilities
T'otal Liabilities

Net Assets

Equity

Parent entity interest
Contributed equity

Reserves

Accumulated losses

Total parent entity interest
Cutside equity interest in controlled entities

Total Equity

Notes

3

31 December 30 June
2604 2004

$ $

212,727 658,500
189,641 547,653
27,399 2,053
75,290 -
505,057 1,208,206
99,750 99,750
420,180 470,840
281,755 6,166
110,638 105,457
21,367 -
933,090 682,213
1,438,147 1,890,419
586,193 275,574
586,193 275,574
586,193 275,574
851,954 1,614,845
16,810,891 16,804,891
201,527 (38,502
{16,056,654) (15,139,676)
955,764 1,626,313
(103,810) (11,468}
851,954 1,614,845

Fhe abope consolidated stutement of financial position shewld be vead in confunction with the accompanying noles.
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CONSOLIDATED STATEMENT OF CASH FLOWS
FOMETRNE FALF YEAR BENDED 3 DeceMmaiEr 2004

Cash Flows from Operating Activities

Receipts from customers {inclusive of G&T)
Payments to suppliers and employees Gaclusive of GST)
Interest recesved

Interest paid

Net cash (outflow) from operating activities
Cash Flows from Investing Activities

Payments for purchase of plant and equipment
Repayment of borrowing from related parties

Grain in control of subsidiary, net of cash mnflows
Loans to other related parties

Net cash (outflow) from investing activities
Cash Flows from Financing Activities
Repayment of bortowing

Proceeds from borrowings

Proceeds from issues of ordinary shares and options
Shares and options issue cost

Net cash inflow from financing activities

Net {dectrease) in cash held

Cash at the beginning of the reporting period

Cash at the end of the reporting period

Half-vear
2004 2003
$ $
61,827 34,467
(¥72,352) (1,004,866)
8,340 18,558
; (2,859)
{902,185) {950,700)
(23,394) (24,912)
86,279 -
31,093 -
{5,300 -
88,678 (24,912)
- {142,488)
100,060 -
318,721 893,000
(50,987) -
367,734 756,512
{445,773) {225,100)
658,500 1,252,182
212,727 1,027,082

The above convolidated statement of cash flows showld be read in confunction with the accompanying noler.
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MOTES FO THE CONSOLIDATED FINANCIAL STATEMENTS

MIOTES TOTHE CONSOLIDATED FINANMCIAL STATEMENTS
FOR THE HALF YEAR ENDED 31 DECEMBER 2004

NOTE 1 BASIS OF PREPARATION OF HALP-YEAR FINANCIAL REPORT

The half-year financial statements are a general purpose financial report prepared in accordance with the requirements
of the Corporations Act 2001, Accountng Standard AASD 1029 Interim Financial Reporting, Urgent lssues Group
Consensus Views, and other authoritative pronouncements of the Australian Accounting Standards Board.

It is recommended that this financial report be read in conpunction with the Annual Report for the year ended 30 June
2004 and any public announcements made by Cardia Technologies Ltd during the half-year in accordance with the

contmnuous disclosure requirements arising under the Corporations Act 2007,

The accounting policies have been consistently apphed by the Company and are consistent with those applied in the
30 June 2004 annual report.

The half-year report does not include full disclosure of the wpe normally included in the annual financial report.

Coning Concerst ~Assumbition

The company experienced operating losses and negative operating cash flows during the six months o 31 December
2004, The continuing viability of the company and its ability to continue as a going concern and meet s debts and
commitments as they fall due are subject to the company being successful:

o in establishing greater revenue from its current projects and
o In accessing additfonal capital

The Directors are confident that the Company will be successful in the above matters having regard to:

o the raising of approximately $1,014,000 from the issue of shares and options in February 2005

o the successful separation of A-Cap Resources Led and the fact that that Company will no longer rely on Cardia
for its funding

o the de-merger of Dia-B Tech Ltd and its successful public Hsting on the Australian Stock Exchange therefore
not requiring further funding from Cardia

o the encouraging progress and increased sales by subsidiary company Aquenox Pty Ltd with its reclaim and
recycle water technology

o developments in China by Aquenox involving the Sinopec Joint Venture

o the continued receipt by Aquenox of research and development tax rebates

o the Company’s past history of raising additional capital from existing sharcholders and the market i general

Accordingly the Directors have prepared the financial report on a going concern basis. At this time, the Divectors are
of the opinton that no asset is likely to be realised for an amount less than the amount at which it is recorded in the
financial report at 31 December 2004,
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MOTES FO THE CONSOLIDATED FINANCIAL BTATEMENTS

NOTE 2 EQUITY SECURITIES ISSUED

Issue of Ordinary shares and options during the half year

Movement in Ordinary Share Capital

1 faly 2004 Opening Balance
17 December 2004

31 December 2004

New [ssue

Closing Balance

Movement in Options

Options exercisable at $0.10 on or before 31 December 2007

1 July 2004 Opening Balance
27 Sept 2004

17 December 2004

New [ssue
New [ssue
Transaction costs from option issue

Closing Balance

31 December 2004

NOTE3 RESERVES

Option issue reserve

Fotelgn currency transhation reserve

Movements:

{.')pti(m 1S51HE TESEIVE

Balance at the bepinning of the period
New options Issued

Option issue cost

Expiration of opticns

Balance at the end of the period

Fotetgn currency translation reserve

Balance at the bepinning of the period

Net exchange difference on translation of foreipn controlled entity

Balance at the end of the period

Quantity Issue Price $
144,723 422 16,804,891
160,000 $0.06 6110
144,823 422 16,810,891
127 488,655 %0.0025 318721
160,000 30.006 600
(42,18%
127,588,655 277,132

31 Dec 2804 30 June 2004

$ 3

277,132 .

{75,605) (38 ,902)

201,527 (38 902

31 Dec 2804 30 June 2004

$ §

- 1,325,051

319,321
(42,189) .
- (1,325 051}
277,132

(38,902) .

(36,703) (38,902)

{75,605) (38,902)
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MOTES FO THE CONSOLIDATED FINANCIAL BTATEMENTS

NOTE 4 SEGMENT INFORMATION

Primary reporting — business segments

Environ- Medical Corporate Other Intersegment  Consolidated
mental Research elimination
Half vear 2004 $ $ $ 3 L $
External sales 55,544 . . 35,544
{Other revenue 6,189 - 8064 . - 14,253
Fotal segment revenue 61,733 - 8,064 - - 69707
Shate of net profit of
associates
Segment result/ (net loss) (5650136} - (758,177) (4,496} A0 396 {926,313
Net mterest 7,544
Loss from ordinaty activities before income fax (17,973
Income tax expense -
Ner loss (17,973
Net loss arrrtbutable to outside equity interest 996
Net loss artriburable to members of Cardia (916,977}
Net decrease 1 foretpn currency transhition reserve (36,703
Total changes in equity other than those tesulting from transactions with
OWNErs 48 OWAers (253,680
Environ- Medical Corporate Other Intersegment  Consolidated
mental Research elimination
Half year 2603 % $ $ $ % $
External sales #5000 45,000
Other revenue (orerest) 167 - 18,391 - - 18,558
Total segment revenue 45,167 - 18,391 - - 63,558

Share of net profit of

A850CHTes - 16,813 - 16,813
Sepment tesult/ (net loss) {494,198 (247 3560 (994,393) {108,816 901,772 {942,085}
Net mterest 18,558
Loss from ordinaty activities before income fax (924,427}
Income tax expense .
Net loss (924,427}
Net loss artnibutable to outside equity Interest 36
Total changes in equity other than those tesulting from transactions with

OWNErs 48 OWAers (224,571}
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NOTE 5 GAIN IN CONTROL OF SUBSIDIARY

The Company’s investment in Narral Pharmacy Pry Lid was written off during the vear to 30 June 2004, The 500
convertible preference shares in that compagny held by Cardia were converted to ordinary shares on 31 December 2004,

As a result, the Company now owns 60% (formcih 49%) of in Nawwral Pharmacy Pt\ Ltd and is now 2 controlled
entity.

NOTE 6 ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL
REPORTING STANDARDS

Australia is currently preparing for the introduction of International Financial Reporting Standards (IFRS) effective for
financial years commencing 1 January 2005, This requires the production of accounting data for future comparative
purposes at the beginaing of the current financial vear.

The parent entity’s management, along with its auditors, are assessing the significance of these changes and preparing
for their implementation. We will seek to keep shareholders informed as w0 the, mmpact of these new staﬂd’u’ds as they
are finalised.

The Directors are of the opinion that the key differences i the economic entity’s accounting policies which will arise
from the adoption of the IFRS are:

Tpaivenent of Arsets

The economic entity currently determines the recoverable amount of an asset on the basis of undiscounted net cash
flows that will be recetved from the assets use and subsequent disposal. In terms of AASB 136: Impairment of Agsets,
the recoverable amount of an asset will be determined as the higher of fair value less costs to sell and value in use. Itis
likely that this change in aceounting policy will lead to impairments being recognised more often than uader the existing
policy.

Share baved Payments

Current company policy 18 to expense any share-based payments made in connection for services received. The
mtroduction of AASB 2: Share-based payments, will require the Company to also expense any options granted 10
employees.

Tucowee Tane

Currently, the economic entity adopts the hability method of tax-effect accounting whereby the income tax expense is
based on the accouﬂtmg pl{)ﬁt adjusted for any permanent differences. Tuning differences are currently brought w
account ag either a provision for deferred income tax or future fncome tax benefit. Under AASB 112, the £CONOMIc
entity will be required to adopt a balance sheet approach under which temporary differences are identified for each
asset and liability rather than effects of the timing and permanent differences between taxable mcome and accounting
profit.

The above should not be regarded as a complete list of changes in accounting policies that will result from the
transition to IFRS, as not all standards have been analysed as yet, and some decisions have not vet been made where
choices of accounting polices are available.  For these reasong it is not yet possible 1o quantfy the impact of the
eransition to IFRS on the Company’s financial position and reported results.
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MOTES FO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 7 CONTINGENT LIABILITIES

The directors are not aware of any contingent liabilities or conungent assets existing at the date of this report. The
company is not avolved in any material, legal or arbitzation proceedings and, so far as directors are aware, no such
proceedings are pending or threatened against the company.

NOTE 8 EVENTS OCCURRING AFTER REPORTING DATE

Co-operation Agreement

In January 2005 the Company’s wholly owned subsidiary Aquenox Pty Lid signed a Co-operation Agreement with
PetroChma Shanghat Sales Co. Lid {"PSSC”) | a subsidiary of PetroChina Co. Lid ("PetroChina™).

PetroChina is the largest ofl producer in China and hag its securities listed on the New York Stock Fxchange and the
Stock Exchange of Hong Kong,

The new Agreement complements the conditional Joint Venrre Framework Agreement signed with Smopec in August
2004, giving Aquenox alliances with the two largest petrolewm companies in China,

The PSSC Agreement involves the inidal installanon of an Aquenox recycling system in an existing PSSC carwash
operation in Shanghai on a wial basis.  Successful operation of this system s likely 1o lead to wider opportunities

throughout the Shanghai network of PSSC carwash outlets.

The Agreement also covers the ntention of both parties 1o establish new carwash facilities at existing PSSC retail petrol
outlets either jolntly or by Aquenox alone on space leased from PS5C

Capiral Ratsing

Approximately $1,014,000 has been raised from the issue of shares and options in February 2005,
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PRl e moRrs” FECLARATION

INRECTORSY DECLARATION
The Directors declare that the financial statements and notes set out on pages 8§ to 15
a)  comply with Accounting Standard, AASD 1029 Interim Reporting and the Corporations Regulations; and

by  gve a true and failr view of the consolidated entty’s financial positton as at 31 December 2004 and of s
performance for the half vear ended on that date.

In the Directors’ opinion:
{a} the financial statements and notes are in accordance with the Conporations et 2007; and
{(b) there are reasonable grounds to believe that Cardia Technologtes Lid will be able to pay tts debts as and when they

become due and payable.

This declaration is made in accordance with a resolution of the Directors made on 280 February 2405,

PIVOLPE
Director

Dated this 28® day of February 2005
Hawthorn, Victoria
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Bentleys

INDEPENDENT REVIEW REPORT
TO THE MEMBERS OF CARDIA TECHNOLOGIES LIMITED

Scope

We have reviewed the financial report of Cardia Technologies Limited for the half-year ended 31 December
2004 as set out on page 8 to page 16. The company's directors are responsible for the financial report. The
financial report includes the consolidated financial statemenis of the consclidated entity comprising the
company and the entities it controlled at the end of the half-year or from time to time during the half-year. We
have performed an independent review of the financial report in order to state whether, on the basis of the
procedures desctibed, anything has come 1o our attention that would indicate that the financial report is not
presented fairly in accordance with Accounting Standard AASB 1029 Interim Financial Reporting and other
mandatory professional reporting requirements in Australia and statutory requirements, so as to present a
view which is consistent with our understanding of the company’s financial position, and petformance as
represented by the resulis of its operations and its cash flows, and in order for the company to lodge the
financial report with the Australian Stock Exchange Limited.

Our review has been conducted in accordance with Australian Auditing Standards applicable to review
engagements. A review is limited primarily to inguirtes of company personnel and analytical procedures
applied to the financial data. These procedures do not provide all the evidence that would be required in an
audit, thus the level of assurance provided is less than given in an audit. We have not performed an audit
and, accordingly, we do niot express an audit opinion.

Statement

Based on our review, which is not an audit, we have not become aware of any matier that makes us believe
that the half-year financial report of Cardia Technologies Limited is not in accordance with:

a) the Corporations Act 2001, including:

i} giving a true and fair view of the company's financial position as at 31 December 2004 and of #s
performance for the half-year ended on that date; and

i} complying with Accounting Standard AASB 1029: interim Financial Reporting and the
Corporations Regulations 2001; and

b) other mandatory professional reporting reguirements in Australia.

Chartered Accountants
Business Advisors
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Bentleys r

INDEPENDENT REVIEW REPORT
TO THE MEMBERS OF CARDIA TECHNOLOGIES LIMITED (CONTINUED)

Inherent Unceriainty Regarding Continuation as a Going Concern

Without qualification to the statement expressed above, attention is drawn to the following matter. As a result
of the matters described in note 1 to the financial statements, there is inherent uncertainty whether the
consclidated entity will be able to continue as a going concern and therefore whether it will realise its assets
and extinguish its liabilities in the normal course of business and at the amounts stated in the financial report.

”ﬁw-‘xz_%ffw 5 {"&%’:{u\ it /%f/ )
' Ay S
a
BENTLEYS MRI JEFFREY C LUCKINS
CHARTERED ACCOUNTANTS PARTNER

Cated in Melbourne on 28thday of February 2005



