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Results For Announcement To The Market

The following information 1s provided in accordance with ASX Listing Rule 4.2C.3

Percentage Amouant
Change $° 006
Revenue from ordinary activities Up 12.2% o 3,197
Profit affer tax attributable to members ip 33.8% £0 376
Net Profit after tax attributable to members Up 33.8% to 376

No inferim dividend per ordinary share has been declared (half-year ended 31 Decemnber 2004:
no inferim dividend declared).

There is no Dividend Reinvestment Plan currently in operation.

Net tangible asset backing per ordinary share at 31 December 2005 was 2.9 cents (31 December
2004: 2.3 cents)

Brief explanation of the figures above
Refer to the review of operations following, and note 5 to the accounts which details the impact
of A-TFRS.

Review Of Operations

Net Profit Up

Business Building in Penthrox and Devices

New markets signed and more are prospective

Rigorous testing and registration process on track for Penthrox

Dr. Simon Fisher the CEO of MVP today announced the company’s half yearly results for the
six months ended 31 December 2005,

Financiaj Highlights

Revenue $3,197,000 up 12%
Profit after tax § 376,000 up 34%

Druring the period, MVP mnvested nearly $670,600 in marketing and product registrations. This is
consistent with the dual strategy of! )
1. marketing products, particularly Penthrox” in new therapeutic areas in countries where
registration exists; and
2. developing and implementing a rigorons strategy for development programs to gain
registration for our products in other countries.



Penthrox®

Countries Where Registration is Current

MV?P is currently able to market Penthrox™ in Australia, New Zealand, New Guinea and the
Pacific Isiands.

Australia

The pre hospital analgesia market continues to grow slowly and steadily as reflected in sales to
State ambulance services and in the Defence Forees.

The sales focus this financial period has been on new therapeutic areas where there is a medical
need for potent short duration analgesia. Therapeutic areas of particular & priori relevance to
Penthrox and where we have preliminary sales or have formal or informal trials underway, or are
developing a market entry strategy are:

Dentistry
A strong launch into Dentistry in late 2005 saw the product pipeline fill. Farly adopters have
embraced Penthrox as filling a large need. Some of the profession are awaiting further data
on Penthrox in the dental setting. MVP is generating that data currently which positions the
prodact in 3 major settings:
a. Initial examination i emergency or painfui clinical situations
b. Pre-Local anaesthesia
¢. Uncomfortable procedures where analgesia 18 generally not used or where no
appropriate analgesia is available.
Plastic and Cosmetic Surgery
Initial market research and data collection suggests that there is a significant medscal need
for the type of analgesia offered by Penthrox® in this growing arca of medicine.
Obstetrics
The process of labour may take a significant number of hours and require a different form of
analgesia, but there are events during labour where pain spikes can occur and Penthrox® is
appropriate.
Interventional Radielogy
Many ancomforiable procedures are undertaken aided by visualisation techniques sach as
uitrasound, CT scan and MRI. These shorl, painful procedures require polenf analgesia of
short duration.
Burns Dressings
The treatment of burns invelves the changing of dressings on a reguolar basis. This usually
requires analgesia and often narcotics.
Palliative Care
After a positive result in a pilot study, a major study is being undertaken to examine the
safety and efficacy of Penthrox in cancer patients experiencing pain associated with activities
of daily living.
Procedure related pain
A pivotal study will be underiaken to comprehensively demonstrate the properties of
Penthrox i patients undergoing bone marrow biopsy. This study will be presented to the
FDA prior to July this year to form the foundation of the application for registration in the
US. {See further below)
Neurology
For use in severe migraines



General Practice
For inclusion in Doctors emergency bags

Research Sales
MVP has resumed sales into the research community affer satisfying Reguolatory in the US
fate last year. Research sales are back to their previous levels and the company is now
receiving new enguiries from leading research institations.

Veterinary Anaigesia
MVDP has initiated discussion with a veterinary partner with regards to mvestigation of the
applications of Penthrox in veterinary medicine.

New Zealand

MV?P is in discussion with a leading player in the pre hospital market in New Zealand fo
represent Penthrox and oxygen equipment. MVP is working towards the adoption of Penthrox
by the New Zealand ambulance services {see further below). Penthrox is being lannched mto
Dentistry in March 2666.

New Guinea and the Pacific Islands
Progress is continuing to be made with regards to the introduction of Penthrox into the
emergency services in these countries.

Countries Where Registration is Pending

There has been slower than anticipated regisiration of Penthrox in some countries, partly due fo
the United States FDA pesting a notice on their website in late 2065, The notice referred to the
kidney toxicity of methoxyflurane when administered as an anaesthetic. However, the notice did
not differentiate methoxyflurane anaesthesia from methoxyflurane analgesia. i over 2 miliion
doses, these foxicities have never been reported when methoxyflarane is used for analgesia.

The notice has prompied some regulatory agencies considering our product registration to ask
for information related to the safety of methoxyflurane i analgesic doses. The data is available
and has been examined by MVP. Submissions have been made fo relevant Regulatory
Authorities in Australia and internationally. MVP are confident that the confusion surrounding
anaesthetic doses and analgesic doses can be explained and regulatory submissions will continue
and be back on frack.

Gulf Cooperation Council States (GCC)

{Saudi Arabia, Kuwait, UAE, Oman, Qatar, Bahrain)

The GCC Prug Registration Committee considered the Penthrox Plossier in December 2065 and
have asked MVP to respond to questions relating to the dossier. The submission of the
responses is complete. MVP awaits notice of when the re-submission will be considered.

Singapore

The Singapore Regulatory Aunthority requesied docuwmentation from the Australian Drug
Evaluation Committee, a body that was initiated afier the initial registration of Penthrox. MVP
is working with the TGA to develop the docurnentation.

Pakistan
The registration is still under consideration in Pakistan. MVP has not been asked any further
questions regarding the dossier and its contents.



Countries Where Australian Registration May Carry Mutual Recognition or
Literature Based Submissions May Be Aecepted

South East Asia

(Indonesia, Thailand, Malaysia, Hong Kong and the Philippines}

MV?P has retainied a prominent Regulatory Consultancy firm to undertake a regulatory review of
this region with a view to submit the registration dossier fo counnfries who accept Therapeutic
Goods Administration and Medsafe registration (NZ) plus the current dossier of evidence for
Penthrox.

Russia, Turkey, Chile and South Africa
MV?P is actively considering ways to enfer each of these markets.

The FDA and Countries Which Require Further Data

MV?P is undertaking a development plan that, when complete will satisfy the requirements for
submission o the FDA. This pian includes conducting bench top, preclinical and clinical studies
to complete the requirements of a new drug application in the US. MVP has requested a mecting
with the FDA for May 2006 to examine the plan and study strategy. At this meeting, new data
will be presented and a proposal to begin the clinical studies will be presented to the FDA.

In vitre preclinical studies

MV?P is conducting experimental testing of the properties of methoxyflurane. This is in direct
response to a request from the FDA which arose at the meeting held in December 20064.
Although preliminary, there are no curvent signs of negative results from these tests.

In vivo preclinical studies

MV?P is carrymg out 2 in vivo pre-clinical studies which will address all issues raised by the
FDA at the December 2004 meeting. The resulis of these studies will add te the understanding
of the metabolic pathway and toxic levels of methoxytlurane.

The levels at which analgesia is achieved are well established. The FDA requires data on the
effects of methoxyilurane at concentrations which are multiples of the efficacious levels.

Clinical Studies

MVP will conduct one clinical study to satisty FDA needs. Although the results of the previous
studies conducted are valid, they no longer satisfy FDA criteria. Therefore, MVP will conduct
ong major bridging study, to be designed and implemented to current FDA standards. This stady
will establish the validity of the large body of previous clinical work done with Penthrox for
analgesia and will be the major clinical data set upon which Penthrox will be registered in the
Us.

MVP will also conduct a namber of “supportive” studies, which will confirm the bridgiag study
and form the basis of enfry and commercialisation in other markets.

Medical Devices

Sales of medical equipment for this half year were ahead of last year and on target to exceed
internal budget figures. Advarnces within this division are consirained by resources and, given
the potential of this arca, MV?P have taken steps to employ a person dedicated to marketing and
sales of devices and velerinary producis.



Asthma Products

In Asustralia, MVP is positioned to maximise the opportunity presenting in the coming colder
months. Combined with unique prodacis and competitive pricing, MVP have obtamed a
significant position in most major pharmacy chains in preparation for the upcoming “asthma
season”. The company maintains its leadership position and sole subsidised product status on
the New Zealand PHARMAC list of subsidised products.

We are also pleased 1o announce the finalisation and signing of a distribution agreement with
Clement-Clarke, one of the significant players in asthma, hospital and pharmacy in the UK. This
agreement has seen the first sales of asthma devices into the UK. Asthma is a significant
medical problem in these areas and MVP's devices meet a specific medical need.

A strategy for US market entry has been developed and will be implemented in the medium
term.

Oxygen Equipment

In Australia, wherever clinicians nse local anaesthetic, the TGA approved Product {nformation
sheets include a statement to the effect that resuscitation equipment must be present. Despite
this, a significant percentage of doctor’s and dentist’s surgeries do not have access 1o oxygen.
Through our dental distributor, Henry Schein Regional, MVP has started marketing #s oxygen
equipment to the dental market for the first time. The results have been encouraging and a
specific marketing and sales plan to dentists and doctors is being developed.

A new partnership in New Zealand with a leading disiributor is expected soon, which gives
MV?P a local presence with a large supplier of equipment to the ambulance service and the fire
brigades.

Initiatives to sign further international distributors for medical equipment are on track.
Veterinary Equipment

Sales continue to budget. Marketing effort in this area will be significantly increased with the
plan to empioy a dedicated person to this and the devices area.

New Product Pipeline

MV?P has developed an early to late product pipeline that will ensure future growth. The

Company has an exciting prospect with the near term launch of a biopsy punch which has been
in development for more than two years.

bividend

The Directors have determined not to pay a dividend in respect of the period ended 31 December
20035. Cash wili be used to fund additional international registrations and marketing.

Further Information:
Mr. David Williams Dr. Simon Fisher

Chairman Chief Executive Officer
0414 383 393 03 9547 1888



Half-Year Report {Appendix 4D)

Financial Half-Year bEnded 31 December 20056

{Previous corresponding period: half-year ended 31 December 2004}
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Directors’ Report

The directors of Medical Developments International Limited (“MDI”} herewith submit the
financial report for the half-year ended 31 December 2005.

The names of the directors of the company during or since the end of the half year are:

Mr D J Wiiliams (Chamrman)
Dr A Coulepis

Mr I M C Kirkwood

Mr A D McCallum

Mr M Van Ryn

Mr C J Weaver

The above named directors held office during and since the end of the half-year except for:
Dr A Coulepis — appomted 14 July 2005
Mr C J Weaver —resigned 15 July 2005

Review of Operations
Dr Simon Fisher was appointed Chief Executive Officer on 30 September 2005.

A detailed review of the operations of the company during the half-year and the resuits of these
operations is set out in the accompanying results announcement.

Auditors’ Declaration of Independence

The auditors” mdependence declaration under .307C in relation to the review 1s included on page
4.

Rounding Off of Amounts

The company is a company of the kind referred to in ASIC Class Order 98/0100, dated 10 July
1998, and 1n accordance with that Class Order amounts m the directors” report and the financial
report are rounded off to the nearest thousand doliars.

Signed in accordance with a resolution of the directors made pursuant to §.306(3) of the
Corporations Act 2001.

On behalf of the directors.

T
| O~
\/
Bavid Williams
Chairman
Meibourne, 23 February, 20006
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The Board of Directors

Medical Developments International Limited
Factory 7

56 Smith Road

SPRINGVALE VIC 3171

Drear Board Members
Medical Developments International Limited

In accordance with section 307C of the Corporations Act 2001, T am pleased to provide the following
declaration of independence io the directors of Medical Developments International Limited “MDT”),

As lead audit partner for the review of the financial statements of MDI for the half-year ended 31 December
2005, 1 declare that to the best of my knowledge and belief, there have been no contraventions of:

{i} the auditor independence requirements of the Corporations Act 2001 in relation to the review;
and

(i) any applicable code of professional conduct in relation to the review.

Yours sincerely

; ‘m/,/;“ ] é[::?"'\'“'m"""/f“"mﬁ f:q’j e
t:mé\jw{./{.mf’é’ RS - f/ ; "'"?"‘@"“‘*-f*“ """ g
DELCOITTE TOUCHE TOHMATSU

b,
A [/ |

C Biermann
Partner
Chartered Accountants

Melboume, 23 February 2000

hhembar of
Deloitte Touche Tohmatsy
Liability limited by 2 scheme approved under Professional Standards Legistation.

4
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Independent review report to the members of Medical Developments International Limited
Scope

The financial report and directors’ vesponsibility

The financial report comprises the balancs sheet, income statement, cash flow statement, statement of changes in
equity, selected explanatory notes and the directors” declaration for Medical Developments International Limited for the
half-vear ended 31 December 2005 as set out on pages 6 to 20.

The directors of the company are responsible for the preparation and true and fair presentation of the financial report in
accordance with Accounting Standards in Australia and the Corporations Act 2001, This inchides responsibility for the
maintenance of adequate financial records and internal controls that are designed to preveni and detect fraud and error,
and for the accounting policies and accounting estimates inherent in the financial report,

Review Approack

We have performed an independent review of the financial report in order to state whether, on the basis of the
procedures described, anything has come to our attention that would indicate that the financial report is not presented
fairly in accordance with the Corporations Act 2001 and Accounting Standards AASB 134 “Interim Financial
Reporting” and AASB 1 “First-time Adoption of Australian Equivalents to Imternationsl Financial Reporting
Standards”, so as to present a view which is consistent with our understanding of the company’s financial position, and
performance as represented by the results of its operations, its changes in equity and its cash flows, and in order for the
company o lodge the financial report with the Australian Securities and Investments Commission.

Our review was conducted in accordance with Australian Auditing Standards applicable fo review engagements, A
review is limited primarily to inguiries of the entity’s 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 Ievel of assurance
provided is less than given in an audit. We have not performed zn audit and, accordingly, we do not express an audit
opinion.

Statemment

Based on our review, which is not an sudit, we have nof become aware of any matter that makes us believe that the half-
vear financial report of Medical Developments International 1.imited is not in accordance with the Corporations Act
2001, including:

(a) giving a true and fair view of the company’s financial position as at 31 December 2005 and of its performance for
the half-year ended on that date; and

(b} complyving with Accounting Standards AASE 134 “Interim Financial Reporting” and AASE 1 “First-time
Adoption of Australian Hquivalents to International Financial Reporting Standards” and the Corporations
Regulations 2001.

FAS

DELCITTE TOUCHE TOHMATSU
ey,

e e
----- - S

 Biermann
Partner
Chartered Accountants

Melbourne, 23 Febroary 2006 Member of

Beloitte Touche Tohmatsy

Liability imited by 5 scheme approved under Professional Standards Legislation.
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Directors’ Declaration

The directors declare that:

a) m the directors’ opmion, there are reasonable grounds to believe that the company will
be able to pay its debts as and when they become due and payable; and
b} m the directors’ opinion, the attached financial statements and notes thereto are in

accordance with the Corporations Act 2001, including compliance with accounting
standards and giving a true and fair view of the financial position and performance of
the company.

Signed in accordance with a resolution of the directors made pursuant to §.303(5) of the
Corporations Act 2001.

On behaif of the Directors

51
O
\/
Bavid Williams
Chairman
Melbourne, 23 February, 2006
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Income Statement for the Half-Year Ended 31 December 2005

Half-year ended Half-year ended
31 Dec 2005 31 Dec 2004

$'000 $'000

Revenue from sale of goods 3,184 2,814
Cost of sales {1,062} (968)
Gross Profit 2,122 1,846
Other income 13 36
Distribution expenses {84) {15)
Marketing expenses {370) (31%)
Occupancy expenses {81} {61)
Administration expenses {537} B21
Regutatory and registration expenses (270} (195)
Other expenses {172} {132}
Finance costs {84) {94)
Profit before income tax expense 537 385
Income tax expense {161} {104}
Profit for the period 376 281
Profit attributable to members of the parent entity 376 281
Earnings per Share:

Basic {cents per share) 0.1 0.5
Diluted {cents per share) 0.7 0.5

Notes fo the financial statements are inciuded on pages 11-20
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Balance Sheet as at 31 December 2005

31 Dec 2005 30 Jun 2005

$'000 $'000
Current Assets
Cash and cash equivalents 290 542
Trade and other receivables 584 678
inventories 1,607 1,439
Other 181 176
Total Current Assels 2,662 2,835
Non-Current Assets
Piant and equipment 1,348 1,434
Goodwill 7,368 7,368
Other intangible assets 280 237
Deferred tax assets 170 209
Total Non-Current Assets 8,164 9,248
Total Assets 11,828 12,083
Current Liabilities
Trade and other payables 316 289
Provisions 45 35
Borrowings 61 544
Current tax liabllities 27 201
Other a8 54
Total Current Liabilities 487 1,123
Non-Current Liabilities
Provisions 35 32
Borrowings 2,000 2,000
Total Non-Current Liabilities 2,035 2,032
Total Liabilities 2,522 3,155
Net Assets 8,304 8,028
Equity
issuad capital 8,002 8,002
Retained earnings 1,212 836
Total Equity 8,304 8,028

Notes fo the financial statements are inciuded on pages 11-20
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Statement of Changes in Equity for the Half-Year Ended 31 December
2005

Half-year ended 31 Dec 2005 Half-year ended 31 Dec 2004
Retained Retained
|ssued capital gamings Total |ssued capital Zamings Todal
000 $'000 $'000 2000 $'000 $'000
Cpening balance 8,082 835 8928 8,082 481 BEY3
Frofif for the period - 376 376 - 281 281
Dividends provided for or paid ~ - - - {142} {142}
Closing kalance 8,082 1,212 0304 2,092 524 B 712

Notes fo the financial statements are included on pages 11-20
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Cash Flow Statement for the Half-Year Ended 31 December 2005

Cash flows from operating activities

Recelpts from customers

Payments to suppliers and employees

Interest and other costs of finance paid

income tax paid

interest received

Net cash provided byf{used in) operating activities

Cash flows from investing activities
Payrments for deferred registration costs
Payments for plant and equipment

Net cash used in investing activities

Cash flows from financing activities
Proceeds from borrowings
Repayment of borrowings

Net cash used in financing activities

Net decrease in cash held

Cash at the beginning of the half-year

Half-year ended Half-year ended

Effects of exchange rate changes on the balance of cash held in foreign

currencies

Cash at the end of half-year

31 Dec 2005 31 Dec 2004
$000 $000
Inflows Inflows

{Outflows) {Oufflows)
3,289 2,924
{2,643) {2,810
{124} {131)
{293} -
] 33
238 16
{313 {173)
{34) {169)
{65) (342)
74 -
{500} {1,000)
{428} {1,000
{253} {1,326)
542 1,701
1 (8)
280 367

Notes fo the financial statements are included on pages 11-20
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Notes to the Financial Statements for the Half-Year Ended 31 December
2005

1. Basis of preparation

This half-year financial report 1s a general purpose financial report prepared in accordance with the
Corporations Act 2001 and AASB 134 “Interim Financial Reporting”. Compliance with AASB 134 ensures
compliance with International Financial Reporting Standard 1AS 34 “Interim Financial Reporting”. The
half-year financial report does not include notes of the type normally included in an annual financial report
and should be read in conjunction with the 2005 annual financial report.

The company changed its accounting policies on { Fuly 2005 fo comply with Australian Equivalents to
International Financial Reporting Standards {A-1FRS8). The transition to A-IFRS is accounted for in
accordance with Accounting Standard AASB 1 “Yirst-time Adoption of Australian Equivalents to
International Financial Reporting Standards”, with | July 20604 as the date of transition. An explanation of
how the transition {rom superseded policies to A-IFRS has affected the company’s financial position,
financial performance and cash flows s discussed in note 5.

The accounting policies set out below have been applied in preparing the financial statements for the half-
year ended 31 December 20035, the comparative information presented in these financial statements, and in
the preparation of the opening A-IFRS balance sheet at 1 July 2004, the company’s date of fransition, except
for the accounting policies in respect of financial instruments. The company has not restated comparative
information for financial instruments, including derivatives, as permitted under the first-time adoption
transitional provisions. The accounting policies for financial instruments applicable to the comparative
information are consistent with those adopted and disclosed in the lodged 2005 amual financial report. The
impact of changes in these accounting policies on 1 July 2003, the date of transition for financial
instruments, is not significant.

Significant accounting policies
The following significant accounting policies have been adopted in the preparation and presentation of the
half-year financial report:

(i) Borrowings

Borrowings are recorded initially at fair value, net of transaction costs.

Subsequent fo initial recognition, borrowings are measured at amortised cost with any difference between
the initial recognised amount and the redemption value being recognised in profit and loss over the period of
the borrowing using the effective interest rate method.

(b} Employee benefits

Provision is made for benefits accruing fo employees in respect of wages and salaries, annual leave, long
service leave, and sick leave when it is probable that settlement will be required and they are capable of
being measured reliably.

Provisions made in respect of wages and salaries, annual leave and sick leave expected to be settled within
12 months, are measured at their nominal values using the remuneration rate expected to apply at the time of
settlement.

Provisions made in respect of annual leave and long service leave which are not expected to be settled
within 12 months are measured using an estimate of the present value of the future cash outflows to be made
by the company in respect of services provided by employees up to reporting date.
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(¢} Financial assets
Loans and receivables
Trade receivables, loans, and other receivables are recorded at amortised cost less impairment.

(d) Financial instruments issued by the company

Debt and equity instruments

Pebt and equity instruments are classified as either liabilities or as equity in accordance with the substance
of the contractual arrangement.

Transaction costs on the issue of equity instruments

Transaction costs arising on the issue of equily instruments are recognised directly in equily as a reduction
of the proceeds of the equity instruments to which they relate. Transaction costs are the costs that are
incurred directly in conmection with the issue of those equity instruments and would not have been incurred
had those instruments not been issued.

Interest and dividends

Interest and dividends are classified as expenses or as distributions of profit consistent with the statement of
financial position classification of the related debt or equity instruments or component parts of compound
instruments.

(¢} Foreign currency

All foreign currency transactions 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 franslated at the
exchange rate existing at that date. Exchange differences are recognised in profit or loss in the period in
which they arse.

() Goods and services rax
Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST), except:
» where the amount of GST incurred is not recoverable from the taxation authority, it is recognised as
part of the cost of acquisition of an asset or as part of an item of expense; or
»  for receivables and payables which are recognised inclusive of GST.

The net amount of G8T recoverable from, or payable to, the taxation authority is included as part of
receivables or payables.

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

(g} Goodwill

Goodwill, representing the excess of the cost of acquisition over the fair value of the identifiable net assets
acquired, is recognised as an asset and not amortised but tested for impairment annually and whenever there
is an indication that the geodwill may be impaired. Any impairment is recognised immediately in profit or
loss and is not subsequently reversed. Refer also to note 1(h).

(h) Impairment of assets

At each reporting date, the company reviews the carrying amounts of its tangible and intangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. [fany such
indication exists, the recoverable amount of the asset 18 estimated in order to determine the extent of the
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impairment loss (if any). Where the asset does not generate cash flows that are independent from other
assets, the company estimates the recoverable amount of the cash generating unit to which the asset belongs.

Goodwill, intangible assets with indefinite usefid lives and intangible assets not yet available for use are
tested for impairment annually and whenever there is an indication that the asset may be impaired. An
impairment of goodwill is not subsequently reversed. Recoverable amount is the higher of fair value less
costs to sell and value in use. In assessing value in use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset for which the estimates of future cash flows have not been adjusted.

1f the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset {or cash-generating unity is reduced to its recoverable amount. An
impairment loss is recognised in profit or loss immediately.

Where an impairment foss subsequently reverses, the carrying amount of the asset (or cash generating unit}
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 amount that would have been determined had no impairment
loss been recognised for the asset {or cash-generating unit) in prior years. A reversal of an impairment loss
is recognised in profit or loss immediately.

(i} Income tax

Current tax

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

Deferred tax

Deferred tax is accounted for using the comprehensive balance sheet liability method in respect of
temporary differences arising from differences between the carrying amount of assets and labilities in the
financial statements and the corresponding tax base of those items.

In principle, deferred tax liabilities 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 ternporary differences or unused tax losses and tax offsets can be uiilised. However, deferred tax
assets and Habilities are not recognised if the temporary differences giving rise to them arise from the initial
recognition of assets and liabilities (other than as a result of a business combination) which affects neither
taxable income nor accounting profit. Furthermore, a deferred tax liability is not recognised in relation to
taxable temporary differences arising from goodwill.

Peferred tax liabilities are recognised for taxable temporary differences arising on investments in
subsidiaries, branches, associates and joint ventures except where the company is able to control the reversal
of the temporary differences and it is probable 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 utilise the benefits of the temporary differences and they are expected to
reverse in the foreseeable future.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period(s)

when the asset and Hability giving rise to them are realised or settled, based on tax rates {and tax laws) that
have been enacted or substaniively enacted by reporting date. The measurement of deferred tax liabilities
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and assets reflects the tax consequences that would follow from the manner in which the company expecis,
at the reporting date, to recover or setile the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same taxation
authority and the company intends to settle its current fax assets and liabilities on a net basis.

Current and deferred tax for the period

Current and deferred tax is recognised as an expense or income in the income statement, except when it
relates 1o ftems credited or debiied directly to equity, in which case the deferred tax is also recognised
direcily 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 or excess.

(i} Intangible assets

Patents, trademarks and licenses

Patents, trademarks and licenses are recorded at cost less accumulated amortisation and impairment.
Amortisation is charged on a straight line basis over their estimated useful lives of 10 years. The estimated
useful life and amortisation method is reviewed at the end of each annual reporting period.

Research and development costs

Expenditure on research activities is recognised as an expense in the period in which it is incurred. Where
no internally-generated intangible asset can be recognised, development expenditure is recognised as an
expense in the period as incurred.

An intangible asset arising from development (or from the development phase of an internal project) is
recognised if, and only if, all of the following are demonstrated:
» the technical feasibility of completing the intangible asset so that it will be available for use or sale;
the intention to complete the intangible asset and use or sell if;
the ability to use or sell the intangible asset;
how the intangible asset will generate probable future economsic benefits;
the availability of adequate technical, financial and other resources to complete the development
and to use or sell the intangible asset; and
» the ability to measure reliably the expenditure attribatable to the infangible asset during its
development.

&« & & 8

Internally-generated intangible assets are stated at cost less accumulated amortisation and impairment, and
are amortised on a straight-line basis over their estimated useful life of 3 years.

Deferred regisiration costs

Items of expenditare on registrations are deferred to the extent that such costs can be measured reliably,
future economic benefiis are attributable to the expenditure, and it is probable that such future economic
benefits will eventuate.

Any deferred registration costs are amortised over a period of 5 years in which the corresponding benefits
are expected to arise, commencing from commercial sales to any of the countries for which the registration
costs confributed to a successful registration.

The unamortised balance of registration costs deferred in previous periods is reviewed regularly at each
reporting date, to ensure the criteria for deferral continue to be met. Where such costs are no longer
recoverable, they are written off as an expense in net profit or loss.
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(k} Inventories

Inventories are valued at the lower of cost and net realisable value. Costs, including an appropriate portion
of fixed and varnable overhead expenses, are assigned to inventory on hand by the method most appropriate
to each particular class of inventory, with the majority being valued on a first in first out basis. Net
realisable value represents the estimated selling price less all estimated costs of completion and costs to be
incurred in marketing, selling and distribution.

() Leases
Eeases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other feases are classified as operating leases.

Company as lessee

Operating lease payments are recognised as an expense on a straight-line basgis over the lease term, except
where another systematic basis 18 more representative of the time pattern in which economic benefits from
the leased asset are consumed.

(mj} Payables
Trade payables and other accounts payable are recognised when the company becomes obliged to make
future payments resuliing from the purchase of goods and services.

(n} Plant and equipment

Plant and equipment and leasehoeld improvements are stated at cost less accumulated depreciation and
impairment. Cost includes expenditure that is directly attributable to the acquisition of the itern. In the
event that settlement of all or part of the purchase consideration 1s deferred, cost is determined by
discounting the amounts payable in the future to their present value as at the date of the acquisition.

Depreciation

DPepreciation is provided on plant and equipment and 1s calculated on a straight line basis so as to write off
the net cost or other revalued amount of each asset over its expected useful life to its estimated residual
value. Leasehold improvements are depreciated over the period of the lease or estimated usefisl life,
whichever is the shorter, using the straight line method. The estimated useful lives, residual values and
depreciation method are reviewed at the end of each annual reporting period.

The following estimated usefu! lives are used in the calculation of depreciation:

[ easehold improvements 5 years
Plant and eguipment 4 -10 years

{0} Provisions
Provisions are recognised when the company has a present obligation, the future sacrifice of economic
benetits is probable, 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 reporfing date, taking info account the risks and uncertainties surrounding the obligation.
Where a provision is measured using the cashflows estimated to settle the present obligation, its carrying
amount is the present value of those cashflows.

When some or all of the economic benefiis required to settle a provision are expecied to be recovered from a
third party, the receivable is recognised as an asset 1f it is probable that recovery will be received and the
amount of the receivable can be measured reliably.
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Dividends
A provision is recognised for dividends when they have been declared, determined or publicly
recommended by the directors on or before the reporting date.

(p} Revente recognition

Sale of goods

Revenue from the sale of goods is recognised when the company has translerred to the buyer the significant
risks and rewards of ownership of the goods and assets.

Interest revenue
Interest revenue is recognised on a time proportionate basis that takes into account the effective yield on the
financial asset.

(g} Share based paymenis

Equity-settled share-based payments granted after 7 November 2002 that were unvested as of | January
2005, are measured at fair value at the date of grant. Fair value is measured by use of a Black-Scholes
options valuation model. The expected life used in the model hag been adjusted, based on management’s
best estimate, for the effects of non-transferability, exercise restrictions, and behavioural considerations.

The fair value determined at the grant date of the equity-seitled share-based payments is expensed onn a
straight-line basis over the vesting period, based on the company’s estimate of shares that will eventually
vest.

2. Subsequent events

There has not been any matter or circumstance that has arisen since the end of the half-year that has
significanily affected, or may significantly affect, the operations of the company, the resulis of those
operations, or the state of affairs of the company in future years.

3. Dividends
Half-year andad 31 Dac 2005 Hall-year ended 31 Dec 2004

cants per cents per
share $'000 shara $'000
Recognised amounts
Fully paid ordinary shares
Final dividend paid in respact of 2004 financial year - - 0.25 142

- 142

4. Segment information

Products and services within each business segment
For management purposes, the company is organised into three business units — pharmaceuticals, medical
devices and veterinary products. These units are the basis on which the company reports its primary
segment information. The principal producis and services of each of these divisions are as follows:
» Pharmaceuticals — the sale of Penthrox, primarily within Australia and New Zealand, but with some
sales in Europe, North America and the Middle East
o Medical Devices — the sale of medical devices, particularly the Space Chamber™ and Breath-Alert™
Peak-Flow nieters, primarily within Australia and New Zealand, but with some sales in Asia,
Europe and North America
s  Veterinary Products — the sale of veterinary devices within Australia and Europe
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Segment revenues and resulis

Revenues:

External sales 1,822 1,498 1,144 1,182 218 214 3,184 2814
Total revenus 3,184 2814
Restilts:

Sagmeant results a08 505 282 273 ] 84 B85 842
Unaiosated {428} {457) (429) (4573
Frofit before income tax expense 537 385
Income tax expense (161} {104}
Mot profit 376 281

5. Impact of adopting Australian equivalents of IFRS

The company changed its accounting policies on 1 July 2005 to comply with Australian
equivalents to International Financial Reporting Standards (A-1IFRSY. The fransition to A-IFRS 18
accounted for in accordance with Accounting Standard AASB 1 “First-time Adoption of Australian
Equivalents to International Financial Reporting Standards”, with 1 July 2004 as the date of
transifion, with the exception of financial instruments, including derivatives, where the date of
transition 1s 1 July 2005 (refer note 1).

An explanation of how the transition from superseded policies fo A-IFRS has affected the
company’s financial position and financial performance is sef out in the following tables and notes
that accompany the tables. There are no material differences between the cash flow statement
presented under A-TFRS and the cash flow statement presented under the superseded policies.
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Effect of A-IFRS on the income statement for the half-year ended 31 December 2004 and the

financial year ended 30 June 2005

Half-year ended 31 December 2004

Financiat year ended 30 June 2005

Effect of Effect of
Superseded  transition to Superseded  transifionto
policies AIFRS AFRS poficies AFRS A-FRE
Mote F000 000 F000 000 o0 F000
Revenue from safe of goods 2,814 - 2814 5,404 - 5,404
Cost of sales {568} - {568) i1.625) - {1.926)
Gross Profit 1.846 - 1848 1478 - 1478
Ofher incorme 38 - ) 45 - 48
Distrifnion expenses (75} - {78} {144} - {144)
Marketing expanses {alg) - {314 {528} - {528}
Ococupancy expenses (B9} - a1y {125} - {125}
Administration expenses (a) {810} 144 (621} {1.408) CrE) {1.027)
Regquatory and registration expenses {145} - {158} {655} - {5553
Other expanses {132} - {132 {251} - {231y
Finance costs (L} - {34) {178} - {576}
Profit before income tax expense 165 184 385 458 EFE] ¥ar7
Income tax expense h} (TS} {75) (1043 190} {50 {2400
Profit for the period 117 164 281 168 ] 487
Profit attributabie to members of the parent entity 117 164 281 168 329 497

effect of A-IFRS on the balance sheet at 1 July 2004, 31 December 2004 and 30 June 2005

1 Juiy 2004
Effect of
Superseded  transition to
policies A-IFRS A-IFRE
Mote B0 Fo00 F000
Current Assets
Cash and cash equivalents 1,701 - 1.0
Trade and cther receivablas 487 - 867
Inventosies 1222 - 1222
{Other 165 - 155
Yotal Current Assets 1,745 - 3.745
Non-Currant Assets
Plant and equipment 1,308 - 1,309
Goodwill {2y 7488 - 7368
{Other intengible sssats - - -
[eferred tax assets h} 1] 148 244
Yotal Non-Current Assets a.727 148 2.926
Yofal Assets 12472 148 12,671
Current Liabiiities
Frade and other payabies ity - 234
Provisions a8 - 38
Borrowings 1,500 - 1.500
Current {ax abiities e - 237
Other 52 - 52
Totat Current Liabilities Z 068 - 2.066
Non-Currant Liabilities
Provisions 30 30
Borrowings 1,808 - 1.500
[eferrad tax liabilittes 2 - 2
Other 508 - 5G0
Yotal Non-Current Liabilities 2032 - 2,032
Yotal Liabiiities 4093 - 4.068
MNet Assels 4,374 148 2.574
Equity
lasued capiat )] 78U 149 8,082
Retained earnings iy 4814 481
Yotal Equity 4374 149 8,573
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31 December 2004 30 June 2005
Effect of Effect of
Supersedead transition to Superseded transition to
policies A-IFRS A-IFRS policies A-FRS A-IFRS
Mote F000 FOo0 F060 000 Foon F060

Current Assets
Cash and cash equivalents a7 - 367 542 - 542
Frade and other receivablas 474 - 874 678 - 878
Invertories 1.550 - 1.550 1454 - 1.438
Other 257 - 257 176 - 176
Total Current Assets Z.848 - 2 845 2,835 - 2835
Non-Currant Assels
Frant and equipment 1,369 - 1,364 1,434 - 1,434
Goodwill {a} 7178 188 7368 5,988 78 ¥.368
Other intangible assets 173 - 5734 257 - 237
[eferred tax assets h} 45 174 220 50 148 208
Yotal Non-Current Assets 4767 3635 &.130 8720 528 4,248
Yofal Assets 11,815 K] 11,978 11,555 528 12,083
Current Liabiiities
Trade and other payables 184 - 184 ZB% - il
Frovisions 15 - kg 35 - 35
Borrowings 508 - ] 544 - 544
Current {ax fabilifies 1g - 30 204 - 201
Other 208 - D08 54 - 54
Yotal Current Liabilities 1,242 - 5,242 1,123 - 5,123
Non-Currant Liabilities
Provisions 20 20 32 3z
Borrowings 2,000 - 2.000 2,000 - 2.000
[eferrad tax liabilittes 4 - 4 - - -
Other - - - - - -
Yotal Mon-Current Liabilities > 024 - 2024 2,632 - 2032
Yotal Liabitities 31,068 - 3266 3,155 - 3,155
Net Assets 8,349 363 &8.712 %400 528 8808
Equity
lssued capiat i} T8 189 2002 7843 149 2002
Retained earnings iy 455 164 G20 s07 328 236
Yofal Eguity a,34% EEE] 8712 8,400 528 8.508

Notes to the reconcilliations of income and equity

a) Goodwill
The company has elected not to restate business combinations that occurred prior to the date of transition to
A-TFRS, and accordingly, the carrying amount of goodwill at the date of transition has not changed.
However, goodwill, which was amortised under superseded policies, is not amortised under A-1FRS from
the date of transition. The effect of the change is an increase in the carrying amount of goodwill and an
increase in the net profit before tax for the half-year ended 31 December 2004 and the financial year ended
30 June 2003. There is no tax effect as deferred taxes are not recognised for temporary differences arising
from goodwill for which amortisation is not deductible for tax purposes.

(b) Income tax

Under superseded policies, the company adopted tax-effect accounting principles whereby income tax
expense was calculated on pre-tax accounting profits after adjustment for permanent differences. The tax
effect of timing differences, which cccur when items were included or allowed for income fax purposes in a
period different to that for accounting, were recognised at current taxation rates as deferred tax assets and
deferred tax liabilities, as applicable.

Under A-IFRS, deferred tax is determined using the balance sheet Hability method in respect of temporary
differences arising from the differences between the carrying amount of assets and Habilities in the financial
statements and their corresponding tax bases.

The effect of the above changes is to increase the deferred tax assets at 1 July 2004, 31 December 2004 and
30 June 2005 by $199 thousand, $174 thousand and $149 thousand respectively. This adjustment relates to
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the recognition of a temporary difference for PO costs that is deductible for tax purposes over 3 years. The
other side of this entry has been recognised in issued capital. The effect on profit for the half-year ended 31
Pecember 2604 and financial year ended 30 June 2005 is a reduction of $23 thousand and $30 thousand
respectively.

(c) Retained earnings
The net effect of the above changes 1s as follows:

1.Jul 2004 31 Dec 2004 30 June 2005

$'000 3'000 $'000
Goodwill no fonger amortised {a} - 1889 378
Adiustment to tax balances (b} - {25) {50Y
Total adjustment to refained earnings - 164 329

(d) Share-based pavments

Share-based payments were examined as part of the implementation of A-IFRS. Share-based payments
granted afier 7 November 2002 and not vested before 1 January 2003 are required to be expensed under A-
IFRS. As a result of the recoganition criteria and ‘frue-up’ process required under A-IFRS, there are no
financial adjustments required to the financial statements at 1 July 2004, 31 December 2004 and 30 June
2005,
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