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IMPORTANT NOTICE:

Forward Looking Statements:

Silex is a research and development company whose assets are iis proprictary righis in technologies, including, b not
limited to, the SHLEX technology, Translucent technology and Fiberbyte technology. Most of the company's technologies
are in the development stage and have not been commercially deploved. Accordingly, the statements in this annual report
reparding the future of the company's technologies and commercial prospects ave forward looking and actual resulis
could be materially different from those expressed o implied by such forward looking stalements as a resufi of varions
Joctars, Some factors that condd affect future results ard prospects include, but are not limited to, resulls from the wranium
enrichment development program and the stable isotopes program, the demand for enviched materials including wranium,
silicon, oxygen, zivconium, carbon and others, the onlcomes of the company’s inferests in various sesiconductor and
photonics techrologies, and the development of afternative lechnologies.



Directors’ report

DIRECTORS’ REPORT

Your directors present their report on the consolidated entity consisting of Silex Systems Limited (Stex or the
Company} and the entities it controlled at the end of, or during the vear ended 30 June 2003,

1.

[

Directors
The following persons were directors of Siex Systems Limited during the whole of the financial year and
up to the date of this report:

Mr B S Patterson - Chairman

Dr M P Goldsworthy - Managing Director
Mr C D Wilks

Dr C 5§ Goldschmidt

Mr R P Campbell

Principal Activities

During the year the principal continuing activity of the consolidated entity consisted of research and
development of the laser isotope separation technology known as *SILEX’. In addition, research and
development into technologies which are synergistic with SILEX such as the SHicon 1sotope Superiattice
£815) and Silicon Planar Lightwave Circuits (SPLC’s) has been undertaken.

As a result of the acquisition of a controlling interest in Fiberbyte Pty Lid (Fiberbyte} during the year the
consolidated entity manufactures and sells equipment in the optical communications/photonics industry.

Employee numbers
During the year the consolidated entity employed on average 35 (2002: 273 employees on a full time
basis.

Dividend
No dividend payments were made during the year. No dividend has been recommended or declared by
the Board.

Review of operafions and activities
Trading Resnlfs
A summary of consolidated revenue and results is set out below:

2003 2002

b $

Revenue from ordinary activities 5,066,980 6,281,478
Loss before tax (4,562,372) (368,627)
Income tax expense (34,650) {92,164)
Loss from ordinary activities afier related income tax expense (4,597,022) (660,791)
Net loss attributable to outside equily interest 395,353 -
Net loss attributable to members of Silex Systems Limited (4,201,629) (660,791)

Comments on the operations and the resulis of those operations are set out below:

The fall in revenue is mainly due to the Uraniom Protect being in a testing phase this year compared 1o a
construction and testing phase last year. Project funding from USEC has historically been treated as
revenue. On 30 April 2003, USEC withdrew from this project and therefore funding in the foreseeable
future will be provided from the Company’s own resources.

R & D costs incurred during the period on the SILEX Silicon and Carbon Enrichment program have been
partly reimbursed by an Ausindustry R&D Start grant.
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The share of loss of the US based associate Translucent was $1,391,943 (2002:5689,794). Translucent is
developing silicon planar lightwave circuil technologies and is still in the research and development
stage.

The results also include the operations of Fiberbyte since its acquisition on 24 September 2002. Fiberbyte
operates in the optical communications/photonics industry and has been developing its product portiolio

during the year. Fiberbyte only commenced selling these products in the final quarter of the year.

Interest income has been used to help fund Silex’s contribution to the Company’s operations. The
majority of funds are invested in bank bills and the remainder as cash or deposits at call with banks.

Earnings per share

2083 2602

Cenls Cenls

Basic earnings per share 3.2 (0.5}
Diluted earnings per share (3.2) (0.5}

Significant changes in State of Affairs
The significant changes in the state ol afthirs of the consolidated entity during the course of the year
included the following:

* In September 2002 the Company acquired a 51% controfling interest in Fiberbyte , an innovative
optical communications/photonics company based in Adelalde. More recently, Silex has
increased its intecest in Fiberbyte - refer Events subsequent to Balance Date. Fiberbyte's
technologies fall into two categories: fiber optic test equipment and optical communications
network technology.

¢ In April 2003 USEC advised Silex that it had decided to withdraw from the Silex Uranium
Enrichment Project. Since then Silex has pushed ahead with this project utilising its own cash
resources and has continued to achieve positive results. Negotiations are continuing with USEC
1o resolve issues connected with the withdrawal.

Events subseqguent to Balance Date

Since the end of the financial year, Silex has reached agreement to increase s equity in Translucent from
30% to 73% in reture for consideration of approximately $8,300,000 and 2,400,600 Silex shares. The
consideration s geared to pre-agreed technical and commercial milestones, and is expected to be paid out
fully over the next 2 years. The bulk of the additional funding hinges on meeting not only the original
milestone, but also demonstration of early-stage prototype devices with industrial performance criteria.
Meeting these new milestones is expecied to take Translucent through to positive cashiffow without
additional investment.

Since balance date Silex has also restructared its interest in Fiberbyte increasing the holding from 51% (o
around 83%. Under the terms of the restructure, the founders have the right to earn back approximately
32% of the equity if Fiberbyle meets revenue and earnings targets over the next 2 years (in which case
Silex would fall back to 51%}. In this event, Fiberbyte would have achieved some significant revenue and
earaings targets. The total amount of funding, as previously disclosed, does not change under these new
arrangements. Whilst the commencement of sales and marketing activities for Fiberbyle's optical
communications technology has been slowed by the telecommunications industry down turn, we believe
Fiberbyle is on frack to generate its first significant orders in the year 10 30 June 2004

Except for the increased equity structures discussed above and the ongoing progress of the Company’s
research and development activities, the directors are aot aware of any matters or circumstances which
are not otherwise dealt with in the financial statements that have significantly or may significantly affect
the operations of the consolidated entity, the resulis of its operations or the state of the consolidated entity
in subsequent years.

I~
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Likely developments and expected resulis of operations

Research and Development
Uraninm Enrvichment Progran:.

Progress in the SILEX Uranium Project has been maintained at a steady rate, although USEC’s
withdrawal has caused delays of approximately 6 to 12 months in the completion of the Direct
Measurement Program. We now expect this 1o occur in the early 1o mid 2004 time-frame, although Silex
needs to oblain resolution on the settiement arrangements with USEC before committing more firmly to a
new schedule.

In relation to the Direct Measurement Program testing activities, work has continued in our Lucas
Heights Laboratorics. We are currently finalising preparations for the commencement of full process
efficiency measurements. The results of these measurements would then be used to evaluate process
economics for uranium encichment with SILEX 1echnology.

At the completion of the Direct Measurement Program, we hope 10 be in a good position to discuss the
terms for collaboration with a new commercialisation partner. We remain confident of the potential of
SILEX Uranium Eorichment technology, which is presently the only third generation laser-based
enrichment process in the world.

Stable Isotope Program

The Stable 1sotope Program, which aims to assess the feasibility of using the SILEX Technology (o
enrich additional elements such as silicon, carbon, zirconium and oxygen, commenced in February 2000.
Since then, the program, which has been funded 50% by a Federal Government START Grant and 50%
by Silex, has made significant advances. Tests with the Mini Module Facility have been suceesslul in
identifying a suitable compound for sificon isotope separation. Whilst these and other results suggest that
SILEX can effectively enrich several of these elements, the economics of the process are yet to be
determined for each individual element.

Following the success of the research phase of the silicon project, Silex has recently commenced a Pilot
Plant Program with the objective of demonstrating continuous silicon enrichment of up to 10 grams/hiour.
This facility will then be upgraded during 2004 in a second phase Pilot Program to a much larger
capacity. SILEX Process economics for silicon enrichment will be evaluated at the end of the first phase
prioe to commencing the upgrade. By late 2004, accurate SILEX Process economics should be known.

The Company is in the process ol applying for a START grant to fund 50% of the next stage of the Stable
[sotope program.

Silicon Isofope Superlattice (SIS)

In October 2000, Silex secured the rights to SIS semiconductor technology from Professor itoh and Kelo
University in Japan. The SIS utilises isotopically pure silicon in a unigue configuration which aims to
increase eleciron mobility, and therefore the speed of semiconductor devices. Produetion of Isotopically
pure silicon, a material not commercially avatlable today, is one potential application of the SILEX
Technology being developed in the Siable isotope Program. The S1S development program is
progressing o a purpose-built laboratory at Keio University in Tokyo. In August 2002, the group
successfully fabricated the world’s first SIS structure - a key milestone for the project. The completion
of the SIS electron mobility measurements continues to suffer delays due to material impurities. A
potential solution to this issue has now been identified, but will take a few months 10 implement. 1f this
solution is effective, we expect 1o be able to complete the mobility measurement and feasibility
assessment during the first half of 2004,

Transiucent Investinent

In April 2001, Silex reached agreement with US based semiconductor start-up Translucent Photonics Inc
{Translucent) to fund the development of an invention in the field of photonic semiconductor technology
known as Planar Lightwave Circuits (PLC’s). Translucent’s 3 phase development {s now almost complete
and the critical issues relating to the core technology have been largely answered. Translucent is hopeful
of demonstrating the Milestone resulis within the next Tew months {third party verification may take a
litle longer).
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19.

11.

Optical Communications/Photonics

Sales of mitial products in Fiberbyte's technology porifolio commenced in the final quarter of the year.
We believe the Fiberbyte opportunity will prove to be an important and commercially atiractive
investment for Silex in the medium term and beyond.

Interest Income
Interest revenue is expected to reduce next year as cash reserves are reduced.

Share options
Shares under option

Unissued ordinary shares of Silex Systems Limited under option at the date of this report are as follows:

Issue Price

Number of options of Shares Expiry dafe
135,600 194 cents 16 March 2004
165,600 165 cents 4 lune 20065

50,000 321 cents 16 July 2005
50,000 322 cents 27 Auagust 20065
60,000 350 cents 12 November 2005
1,635,000 402 cents 19 April 2006
609,000 73 cenls 13 August 2007
455,600 A5 cents 11 November 20067
510,000 65 cenls 8 September 2008
4,090,600

The terms and conditions of the options on issue are discussed in Note 36 of the financial statements. No
option holder has any right under the option to participate in any other share issue of the Company or of
any other entity. Between balance date and the date of this report 910,600 options were granted and these
are included above. 165,000 options that had lapsed were cancelled between balance date and the date of
this report.

Shares Issued on the exercise of optivns
A total of 5,000,000 ordinary shares ol Silex Systems Limited were issued during the year ended 30 June
2003 following the exercise of options. The exercise price of these options was 5 cenls.

Between balance date and the date of this report, no options were exercised.

Direciors’ and execufives’ emoluments

Executive remuneration and other terms of employment are reviewed annually by the Board having
regard to performance against goals set at the start of the year and relevant comparative information. As
well as a base salary, remuneration packages include superannuation, performance-related bonuses and
fringe benefits. Executives are also eligible to participate in the Silex Employee Share Option Plan.

Remuneration of non-executive Directors is determined by the Board within the maximum amount
approved by the shareholders from time to time.

Details for the nature and amount of each element of the emoluments of each Director of Silex Systems
Limited are set out in the following tables:

Non-execntive Directors of SHex Systems Limited

Name Directors’ fees  Superannuztion Total

s b b
B S Patterson {Chairman} 40,600 3,660 43,600
R P Campbell 40,000 3,600 43,600
C § Goldschmidt 40,000 3,600 43,660
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Executive Directors af Sifex Systems Limited

Value of Motor
Base Salary Options Vehicle Superannuation Total
Name 3 $ $ 8 b
Dr M P Goldsworthy 378,762 568,696 45,536 10,519 1,003,453
{Managing Directot)
Me € D Wilks 102,219 372,132 - 5,199 483,541

{Director - Corporate)

The amounts disclosed for emoluments of directors in this report include the assessed fair values of
options granted to directors at the time of grant. Fair values have been independently determined using an
appropriale option pricing model that takes into account the exercise price, the term of the option, the
vesting and performance criteria, the impact of dilution, the non-tradeable nature of the option, the
current price and expected price volatility of the underlying share, the expected dividend vield and the
risk-free interest rate for the term of the option. The bulk of the value of options relates to options that
have an exercise price of $4.02.

No options were issued to Directors during the year. No bonuses were paid 1o Directors during the year.

Other executives of the consolldated entity
There are no officers, other than the Exscutive Directors noted above, involved in, concerned in, or taking
part in, the management of the commercial affairs of Silex Systems Limited.

Information on Directors

Directors' profiles

Mr Bairy Patierson

ASMM, MIMM, FAICD

{Chairman) (non-executive)

My Patterson has experience as a Director ol a number of Australian public companies and is a major
sharcholder in Silex through his interest in Polly Pty Ltd. Mr Patterson is a mining engineer by trade and
has had many years experience in the establishment and management of public mining companies in
Australia. He is currently also the Chairman of Sonic liealthcare Limited and a director of National |
Limited.

Dr Michael Goldsworthy

BSc {Hons), MSc, PuD, FAIP

{Managing Director/CEO} (executive}

Dr Goldsworthy received his PhD in Physics from The University of New South Wales. Prior to starting
with Silex Systems Limited in 1988, Dr Goldsworthy was a member of the University's academic staff
and was involved in a number of laser-associated research projecis. Dr Goldsworthy is the founder of the
Company and has been the driving force behind the SILEX project, and the establishment of the
consolidated entity’s extensive interests in semiconductor and photonics technologies.

Mr Christopher Wilks

BComm, ASA, FCIS, FCIM, FAICD

{Director - Corporate) (executive)

Me Wilks is responsible for financial oversight and corporate development of Silex. He has held a
number of directorial positions with Australian public companies and has a background in investment
banking. He is currently also a director of Sonic Healthcare Limited and Scigen Limited.

Dr Colin Goldschmidt

MB BCh, FRCPA, FAICD

{non-executive)

Dr Goldschmidt is the Managing Director of Sonic Healthcare Limited, an Australian Top 100 company,
the former parent company of Silex Systems Limited. He has been a non-executive director of Silex since
1993, and hecame a member of the Silex Audit Committes on 11 September 2002. He is also a non-
executive director of Scigen Limited.
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Mr Peter Campbell

FCA, FTIA, MAICD

{non-executive)

Me Campbell is the principal of R.P. Campbell and Associates, Chartered Accountants and also a non-
executive director of Sonic Healthcare Limited and Scigen Limited.

Directors” interests in shares and options as at the date of this report:

Director’s name Class of shares No. of shares Share options
B S Patierson Ocdinary 4,573,863 -
M P Goldsworthy Ordinary 6,399,533 900,900
€ D Wilks Ordinary 3,094,021 600,060
C S Goldschmidr Ordinary 2,825,937 -
R P Campbell Ordinary 1,354,823 -
Meetings

The aumber of Directors’ meetings held during the financial year and the number of meetings attended by
each director are set out in the following table:

Directors’ Meetings Audit Commitfee Remuneration Commitiee
Meetings Meetings

Number Number Number Number Number Number
Direcior’s name Held  Atfended Held  Attended Held Altended
B 5 Patterson i1l 8 - - 1 1
M P Goldsworthy 11 11 - - - -
C D Wilks 11 11 2 2 - -
C S Goldschmidt 11 11 2 i - -
R P Campbell 11 11 2 2 1 1

Indemnification and Insurance of Directors

The Company has entered into agreements to indemnify the Directors of the Company against all
Habilkies to persons {other than the Company or refated body corporate} which arise out of the
performance of their normal duties as Directors or Executive Officers unless the liability relates to
conduct involving lack of good faith. The Company has agreed 10 indemnify the Directors and Executive
Officers against all costs and expenses incurced in defending an action that falls within the scope of the
indemnity.

The Directors’ and Officers' liabiity insurance provides cover against all costs and expenses invelved in
defending legal actions and any resulting payments arising from a liability to persons (other than the
Company) incurred in their position as a Director or Executive Officer unless the conduct involves a
wilful breech of duty or an improper use of inside information or position 1o gain advantage. The
insurance policy does not atlow disclosure of the nature of the liabilities insured against or the premium
paid under the policy.

. Environmental regulation

The Company is subject to the environment and health and safety regulations applicable to tenants of the
Lucas Heights Science and Technology Centre. The Company is also bound by the rules and reguolations
set out in the Australian Radiation Protection and Nuclear Safety Act, 1998,

To the best of the Directors' knowledge, all environmental and health and safety regulatory requirements
have been met and there have been no claims made during the financial year.

6
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Aunditors
PricewaterhouseCoopers continues in office in accordance with section 327 of the Corporations Act
2001,

This report is made in accordance with a resolution of the Directors.

Dr M P Goldsworthy MrC D Wilks
Managing Director Director

Sydney, 26/09/03
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The board of SHex Systems Limited continues to place great importance on the governance of the company,
which it believes is vital to its well being and success. There are two elements to the governance of
companies: performance and conformance. Both are important but it is critical that focus on conformance
does not detract from the principal function of a business, which is to undertake prudent activities 1o:

- generate rewards for shareholder who invest their capital, and
- provide meaningful employment for employees,
and to do so in a way that contributes positively to the community.

in this framework i is crucial that shareholders have clear visibility of the actions of the company and that
they can rely on reported linancial information. The Silex board has committed #self to provide relevant,
accurate information to shareholders on a timely basis and has adopted policies and procedures designed to
ensure that the group’s financial reports are true and fair, meet high standards of disclosure integrity and
provide all material information necessary 1o understand the group’s financial performance.

Silex’s board and management are committed to governance which recognises that all aspects of the group’s
operations are conducted ethically, responsibly and with the highest standards of integrity. The board has
adopted practices and policies designed to achieve these aims.

A description of the Company’s main corporate governance practices is set out below. All these practices,
unless otherwise stated, were in place for the entire year.

1. Beard of Directors

(a} Role of the board

The board of directors is accountable to shareholders for the performance of the parent entity and the
consolidated group and is responsible for the corporate governance practices of the group.

The board’s principal objective is to maintain and increase shareholder value while ensuring that the group’s
overall activities are properly managed.

Silex’s corporale governance practices provide the structure which enables the board’s principal objective to
be achieved, whilst ensuring that the business and affairs of the group are conducied ethically and in
accordance with the law.

The board’s overall responsibilities include:

- providing strategic direction and approving corporate strategies;

- monitoring management and financial performance and reporting;

- monitoring and ensuring the maintenance of adequate risk management controls and
reporting mechanisms, and

- ensuring the business is conducted ethically and transpacently.

The board delegates responsibility for day-to-day management of the business 1o the Managing Director and
Director-Corporate. The Managing Director also oversees the implementation of strategies approved by the
board. The board uses a number of committess fo support it in matters that require more intensive review and
involvement. Details of the board committees are provided below.

As part of its commitment to good corporate governance, the board regularly reviews the practices and
standards governing the board’s composition, independence and effectiveness, the accountability and
compensation of directors and the board’s responsibility for the stewardship of the group.

(b Composition of the Board

The Directors of the Company in office at the date of this statement are:



Corporate governance statement
For the vear ended 30 June 2003

Name Age Paosition Expertise

Dr M P Goldsworthy 45 Managing Director/CEO  Physicist and Co-
inventor of the SILEX
Technology

MrC D Wilks 45 Director- Corporate investment Banking,
Finance and Company
Management

Dr C S Goldschmidt 49 Non-gxecutive Director Company Management

Mr B S Patterson 62 Non-executive Director Company Management

Mr R P Campbell 58 Non-executive Director  Finance and Accounting,

Computing and
Company Management

All of Silex’s non-executive directors, including the Chairman, are considered independent. An independent
director cannot be a substantial sharcholder (as defined in section 9 of the Corporations Act, 2001). The size
and composition of the board is determined by the full board. Silex’s Articles of Association requires all
directors other than the Managing Director 1o offer themselves for re-clection at an Annuval General, such that
they do not hold office without re-election for longer than three years.

(t) Board Meetings

The board mects formally at least 9 times a year to consider a broad range of matters, including strategy,
financial and project performance reviews, acquisitions and investments. Details of meetings and attendances
are set out in the Directors’ Report.

(d) Independent Professional Advice and Access to Information

Each director has the right to seek independent professional advice at the company’s expense. lowever, prior
approval of the Chairman is required, which is not unreasonably withheld.

All directors have unrestricied access to company records and information and receive detailed financial and
operational reports from senior management during the year to enable them to carey out their duties.
Directors also liaise with senior management as required, and may consult with other employees and seek
additional information on request.

(e} Conflicts of Interest of Directors

The board has guidelines dealing with disclosure of interests by directors and participation and voting at board
meetings where any such interests are discussed. 1n accordance with the Corporations Act 2001, any director

with a material personal interest in a matter being considered by the board does not receive the relevant board

papers, must not be present when the matter is being considered, and may not vole on the matter.

(f) Directors’ Share Trading

Directors are prohibited from buying or selling Silex shares at any time if they are aware of any material price
sensitive information that has not been made public. In addition, the Managing Director and Director -
Corporale are required to obtain approval from the Chairman before selling any shares. All Silex share
dealings by directors are promptly notified to the Australian Stock Exchange {ASX).

2. Board Committees

To assist the board in fulfilling its duties there are currently two board committees whose terms of reference
and powers are determined by the board.
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(a) Remuneration Committee

The role of the Remuneration Committee is to review and make recommendations to the board on
remuneration packages and policies applicable to the Managing Director and Director - Corporate. This role
aiso includes responsibility for share option schemes, incentive performance packages, superannuation
entitlements, retirement and termination entitlements and fringe benefits policies. The Remuneration
Commitiee, when deemed necessary, obtains independent advice on the appropriateness of remuneration
packages.

The members of the Remuneration Committee during the year were:

Mr B S Patterson {Chairman}
Mr R P Campbell

The carrent remuneration for each director is $46,000 per annum.
The Remuneration Commiltee meels once a year or as required.

Further details of directors” remuneration, superannuation and retirement payments are set out In note 31 to
the financial statements.

(b Audit Committee

The role of the Audit Commiliee is to advise on the establishment and maintenance of a framework of internal
control and give the board of directors additional assurance regarding the quality and reliability of financial
information prepared for use by the board in determining policies and strategy, or for inclusion in financial
statements.

The members of the Audit Commines are:

Mr R P Campbell (Chairman)
Ds C S Goldschmidt
MrC D Wilks

The external auditors, and the Managing Director, are invited to Audit Committes meetings al the discretion
of the Committee.

The main responsibilities of the Audit Committee are to:

- Review the current areas of greatest financial risk and how these are being managed;

- Oversee the periodic financial reporting process implemented by management and review
the interim financial statements and annual financial statements to determine whether they
are complete, reflect appropriate accounting principles, contain appropriate disclosure, and
are consistent with the information known to Committee members;

- Articulate and formalise the Company’s policy for the oversight and management of
strategic and financial rigks;

- Assist the board in reviewing the effectiveness of the organisation’s internal control
environment;

- Ensure any internal control recommendations made be the external auditors and approved
by the Committec have been implemented by management;

- Review the effectiveness of the system for monitoring compliance with corporate laws and
regulations;

- Recommend to the board the appointment, removal and remuneration of the external
auditors, and review the terms of their engagement, the scope and quality of the audit and
the auditor’s independence;

- Review the level of non-audit services provided by the external auditors and ensure it does
not adversely impact on auditor independence; and

- Regularly review with the external auditor any audit problems or difficulties the auditor
encountered in the normal course of aadil work:

10
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in fulfilling its responsibilities, the Audit Committee receives regular reports from management and the
external auditors. 1t also meets with the external auditors at feast twice a year - more frequently if necessary,
and reviews any significant disagreements between the auditors and management, irrespective of whether they
have been resolved. The external auditors have a clear line of direct communication at any time 1o either the
Chairman of the Audit Committee or the Chairman of the board.

The aodit committee has authority, within the scope of its responsibilities, to seek any information it requires
from any employee or external patty.

3. Fentifying and managing business risks

The board regularly monitors the operational and financial performance of the group against budget and other
key performance measures. The board also reviews and receives advice on areas of operational and financial
risks. Appropriate risk management strategies are developed to mitigate all significant identified risks of the

business.

4. Ethical standards

An important goal of the Company is 1o develop and maintain a strong culture built on the expectations that
ail Directors and employees will act with integrity and honesty at all times. The Company has policies across
a range of areas including occupational health and safety, workplace discrimination and harassment, and use
of Company resources and assets.

s, The role of sharecholiders

The Board of Directors aims (o ensure that the sharcholders are informed of all major developments affecting
the group’s stale of affairs. Information is communicated 1o sharcholders as follows:

- The amual report is distributed to all shareholders (unless a shareholder has specifically
requested pot to receive the document). The board ensures that the annual report includes
relevant information about the operations of the group during the year, changes in the state of
affairs of the group and details of likely future developments, in addition to the other disclosures
required by the Corporations Act 2001,

- The company secretary has been nominated as the person responsible for commuaications with
the Australian Stock Exchange (ASX). This role includes responsibility for ensuring
compliance with the continuous disclosure requirements in the ASX listing rules and overseeing
and co-ordinating information disclosure to the ASX, analysts, brokers, sharcholders, the media
and the public.

- Proposed major changes in the group which may impact on share ownership rights are submitted
10 a vole of shareholders.

The board encourages full participation of shareholders at the Annual General Meeting 10 ensure a high level
of accountability and identification with the group’s strategy and goals. Important issues are presented to the
shareholders as single resolutions.

The shareholders are responsible for voting on the appoiniment of directors.

6. Continuous disclosure

The Company has policies and procedures on information disclosure that focus on continuous disclosure of
any information concerning the Company and its controlled entities that a reasonable person would expect to
have a material effect on the price of the Company’s securities.

All information disclosed to the ASX is posted on the Company’s web sile as soon as it is disclosed (o the
ASX.

11
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7. ASX Principles of Good Corporate Governance and Best Practice Recommendations

The ASX has released 10 principles of corporate governance. Silex is currently in the process of
implementing these principles. Below is a listing of each of those principles and recommendations and a
comment on Silex’s position:

Recommendation 1.1
Formalise and disclose the functions reserved fo
the board and those delegated fo management.

Silex's Position
The functions reserved to the board and those
delegated to management are detailed in Section
1(a} above.

Principle 2, Strueture the board to add valwe, - T
The composumn of tlxc_Board is detailed in point 1(b) abcve The board lxas beeﬁ smlcmred 10 add vaiue

Recommendation 2.1 A majority of the board
should be independent directors.

All of the 3 non-executive directors are
independent making a majority of the board
independent.

Recommendation 2.2 The chairperson should be
an independent director.

The chairperson, Mr B S Patterson is an
independent director.

Recommendation 2.3 The roles of chairperson
and chief executive should nof be exercised by the
same individual.

Mr B S Patterson is the chairperson and DrM P
Goldsworthy is the chief executive.

Recommendation 2.4 The board should establish
a nomination commitiee.

The board is in the process of establishing a
romination committee.

Recommendation 2.5 Provide the information
indicated in Guide to reporting on Principle 2

Recommendation 3.1 Establis

This information is provided in this corporate
governance statement.

The Company is in the process of establishing a
Code of Conduct.

Recommendation 3.2 Disclose the policy
conicerning trading in company securities by
directors, officers and employees.

Directors’ share trading prehibitions are detailed
in section H{{) above. In addition all employees
are prohibited from buying and selling Silex
shares at any time if they are aware of any
material price sensitive information that has not
been made available to the public. This however
does not restrict employges from exercising
options {granted under the Silex Employee Option
Plan) over unissued Silex shares. Trading of the
subsequently issued shares is however subject 1o
the prohibitions above.

Recommendation 3.3 Provide the information
indicated in Guide fo reporting on Principle 3.

Details are included above.




Corporate governance statement
For the vear ended 30 June 2003

Recommendation 4.1 Reguire the chief executive
officer and chief financial officer (or equivalent)
to state in writing to the board that the company’s
financial reports present a true and fair view, in
all material aspects , of the company’s financial
condition and operational resulfs and are in
accordance with relevant accounting standards.

The chief executive ofTicer and Director -
Corporate have complied with this
recommendation.

Recommendation 4.2 The board should establish
an audit Commitiee.

The audit committee has been established fora
number of years.

Recommendation 4.3 Stracture the audii
committee so that if consists of:
- only non-executive directors
- a majority of independent directors
- aileast 3 members

The audit committee satisfies the second and third
criteria. One of the members , Mr C D Wilks is an
executive director. The board aims to satisfy the
first criteria prior tol July 2005.

Recommendation 4.4 The audit commitfee should
have a formal charter.

The role and responsibilities of the audit
committee are summarised in section 2 {b) above.

Reecommendation 4.5 Guide fo reporiing on
Principle 4.

Details are contained above.

Recommendation 5.1 Establish written policies
and procedures designed to ensure compliance
with ASX Listing Rule disclosure requirernents
and to ensure accountability at a senior
management level Tor that compliance.

The Company has written policies and procedures
on information disclosure that focus on

continuous disclosure of any information
concerning the Company that a reasonable person
would expect to have a material effect on the
price of the Company’s securities.

Recommendation 5.2 Provide the information
indicated in Guide to reporting on Principle 5,

A summary of the policies and procedures
designed fo guide compliance with Listing Rule
disclosure requirements is contained in Section 6
above.

Recommendation 6.1 Design and disclose a
comminications strategy to promote effective
comminication with shareholders and encourage
effective participation af general meetings.

Refer section 3
strategy.

above for details of Company

Recommendation 6.2 Request the external auditor
to attend the annual general meeting.

Our auditors, PricewaterhouseCoopers are asked
1o attend the annual general meeting.

Recommendation 7.1 The board or appropriate
beard committee should establish policies on risk
oversight and management.

The board has established risk management
policies.

13



Corporate governance statement
For the vear ended 30 June 2003

Recommendation 7.2 The chief executive officer
and the chief financial officer {or equivalent)
should state to the board in writing that:

7.2.1 the statement given in accordance with best
practice recommendation 4.i(ihe integrity of
financial statements) is founded on a sound
system of risk management and internal
compliance and control which implements the
policies adopted by the board

7.2.2 the company’s risk management and
internal campliance and controli system is
operating efficiently and effectively in all material
respecis,

A statement has been provided by the chief
executive officer and the Director-Corporate.

Recommendation 7.3 Provide the information
indicated in Guide fo reporting on Principle 7.

Recommendation 8.1 Disclose the process for
performance evaluztion of the board, its
commtittees and individual directors, and key
executives.

Recommendation 9.1 Provide disclosure in
relation fo the company’s remuneration policies
to enable invesiors to andersiand (i) the costs and
benefits of those policies and (i) the link between
remuneration paid to directors and key executives
and corporate performance.

More detailed policies are currently being
developed.

The managing director’s and Director
Corporate’s performance are evaluated against
established strategic goals.

The Directors’ report contains details of
remuneration paid to directors and executives.
Where bonuses are paid, details of the reason for
the bonus are described.

Recommendation 9.2 ithe board should establish 2
remuneration committee.

The role and composition of the remuneration
comumittes is summarised in section 2(a} above.

Recommendation 9.3 Clearly distinguish the
strizcture of non-execufive directors’
remuneration from that of execufives,

Executive and non-executive directors fees is
clearly separated in the Directors’ report.

Recommendation 9.4 Ensare that payment of
equity-based executive remuneration is made in
accordance with thresholds sef in plans approved
by shareholders.

The Silex Employee Share Option Plan has been
approved by shareholders.

Recommendation 9.5 Provide the information
indicated in Guide to reporting on Principle 9.

Recommendation 10.1 Establish and disclose a
code of conduct to guide compliance with legal
and other obligations {o legitimmate stakeholders.

This information is provided in this statement of
corporale governance and the Directors’report.

The Company is in the process of formalising s
code of conduct. Compliance with environmental
regulations is detailed in the directors’ report

14



Silex Systems Limited

Financial report — 30 June 2003
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This financial report covers both Silex Systems Limited as an individual
entity and the consolidated entity consisting of Silex Systerns Limited and its
controlled entifies.

Silex Systems Limited is a company limited by its shares, incorporated and
domiciled in Australia.
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Statements of financial performance
For the vear ended 30 June 2003

Revenue from ordinary activities

Research and development materials
Borrowing cost expense

Depreciation and amortisation expenses
Employees and Directors remuneration
expense

Legal and consultancy costs

Printing, postage and stationery

Rent

Travelling expenses

Changes in inventories of finished goods and
work in progress

Raw materials and consumables used

Other expenses from ordinary activities
Share of net {loss} of associate accounted for
using the equity method (Translucent
Photonics Inc)

{Loss) from ordinary activities before
income fax expense

income tax expense

Net {loss) after related income tax expense

Loss attributable to outside equity interest

Net {loss) attributable fo members of Silex
Systems Limited

Net ingrease in options reserve

TFotal revenues, expenses and valuation
adjustments attributable fo members of
Silex Systems Limited recognised direcily in
equity

TFotal changes in equity other than those
reselting from transactions with owners as
owners

Basic carnings per share

Diluted earnings per share

Notes

Lad

30

Consolidated Parent entily

2083 2002 2063 2002
$ $ $ $
5,066,980 6,281.478 4,779,203 6,281,478
(2,108,781) {1,959,364) (2,080,671} {1,959,364)
{B,860) {11,327)  (156,420) {11,327)
{717,230y  (101.493)  (104,863) (101,493)
(3,757,591) (2,887.062) (3,141,810) (2,887.062)
(110,632)  (330,647)  (92,164)  (330,647)
{109,463) {83,129) (98,861) {83,129)
(270,418)  (192.394)  (212,451) (192,394)
{258,038y (168.,546) (160,887) (168,540)
33,841 - - -
{196,921) - - -
(733,326) (426,347) (558,881) (426,347)
(1,391,963)  {(685,794)  (345,805)  (689,794)
(4,562,372)  (568,627) (2,174,380) (568.627)
(34,650) £92,164) (34,650} £92,164)
(4,597,022)  (660,791) (2,209,040)  (660,791)
395,393 - - -
(4,201,629 (660,791) (2,209,040)  (660,791)
112,674 - 112,674 -
112,674 - 112,674 -
(4,088,955)  (660,791) (2,896,366)  (660,791)

Cents Cents

(3.2) (0.5)

(3.2) (0.5)

The above statements of financial performance should be read in conjunciion with the accompanying notes.
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Statements of financial pesition
As at 30 June 2003

Current Assefs
Cash assets
Investments (Bank bills)
Receivables
Inventories
Other
Total Current Assets

Non-curreni Assets
Property, plant and
equipment
Intangible assets
Investments accounted for
using the equity method
Other financial assets
Deferred tax assets

Total Non-cutrent Assets

Total Assets

Current Liabilities
Payables
Interest bearing liabilities
Provisions

Total Current Liabilities

Non-current Liabilities
Payables
Interest bearing liabilities
Deferred tax Habilities
Provisions

Total Non-current Liabilities

Total Liabilities

Netl Assets

Shareholders’ Equity
Parent equity inlerest
Contributed equity
Reserves
Retained profits
Total parent equity interest
Outside equily interest in
conirolled entities
Total equity

Note

& Ln
Lad Lad
- =

Ooee -

10

[ —
Ly b

=

14
15
17

14
15
16
17

18
19
20

21
22

Consolidated Parent entity
2063 2002 2063 2002
$ $ $ $
8,388,563 3,345,307 8,183,986 3,345,807
30,863,857 37,721,376 30,863,857 37,721,376
407,849 688,853 385,449 688,853
92,226 - - -
34,818 382,942 34,818 382,942
39,787,313 42,138,978 39,468,110 42,138,978
329,371 205,650 226,496 205,650
3,221,925 291,323 257,937 291,323
7,861,493 9,253,456 8,507,651 9,253,456
- 750,000 5,147,165 750,600
- 220,399 - 220,390
11,412,789 10,720,819 14,539,189 16,720,819
51,208,162 52,859,797 54,007,299 52,859,797
719,836 357,555 483,331 357,555
18,967 59,475 1,525,847 39475
347,310 360,525 304,497 360,525
1,886,133 177,555 2,313,875 777,555
150,000 - - -
550,055 69,022 1,576,308 69,0622
- 292,079 - 292,679
409,754 200,078 314,555 200,678
1,109,869 561,179 1,884,863 561,179
2,195,942 1,338,734 4,198,738 1,338,734
49,004,160 51,521,063 49,808,561 51,521,663
44,712,762 44,328,898 44,712,762 44,328,898
112,674 - 112,674 -
2,590,536 7,192,165 4,983,125 7,192,165
47,815,972 51,521,063 49,808,561 51,521,063
1,188,188 - - -
49,604,160 51,521,063 49,808,561 51,521,663

The above statements of financial position should be read in confunction with the accompanying notes.
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Statements of cash flows
For the vear ended 30 June 2003

Cash Flows from Operating Activities
Receipts from customers {inclusive of
goods and services tax}

Payments 1o suppliers and employees
(inclusive of goods and services tax}
Interest received

Interest and other costs of finance paid
Income lax {refund)/paid

Net cash {outflowsYinflows from
operating aclivities

Cash Flows from Investing Activities
Payment for purchase of controlled entity,
net of cash acquired

Payments Tor investments

Proceeds from redemption of investments
Payments for property, plant and
equipment

Proceeds from sale of property, plant and
equipment

Net cash (outllows) from investing
activities

Cash Flows from Financing Activities
Proceeds from issue of shares

Repayment of loans

Repayment of hire purchase liabilities
Principal repayments under finance leases
Net cash inflows/(outflows) from
financing activities

Net {decrease} in cash held

Cash at the beginning of the financial year

Cash at the End of the Financial Year

Non-cash finance and investing activities

Consolidated Parent entity

Note 2063 2002 2063 2002
$ $ $ $

3,384,842 4,682,185 3612116 4,682,185
(7,143,261) (6,162,557) (5,742,308) {6,162,557)
2,618,413 1,906,788 2,812,322 1,906,788

{8,890y  {11,327) {B,890) {11,327)

303,123 {48,747 (82,140) {48,747)

31 (1,445,773) 366,342 {808,900) 366,342
35 {227,386) - (2,860,080) -
- (750,000) - (750,000)

- 758,060 -

(110,008) (19.873) (95,056) (19,873)

27,861 - 4,081 -

(309,593)  {769.873) (1,400,965) (769,873)

250,000 127,160 250,000 127,160

{249,922) - - -

(17,657) (7,507) (17,657) (7,507)

(41,8i18)  {36,578) (41,818) {36,578)

(58,397) 83,015 190,525 83,015

(1,814,763)  (320,516) (2.819,340) (320,516)
41,667,183 41,387,699 41,867,183 41,387,699

31 39,252,420 41,067,183 39,647,843 41,067,183
31 207,502 94,186 207,562 94,186

The above siatements of cash flonws should be read in confunction with the accompanying notes.
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Notes o the financial statemenis

30 June 2003
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Notes o the financial statemenis
30 June 2003
(continued)

Note  Summary of significant accounting policies

This general purpose financial report has been prepared in accordance with Accounting Standards, other
authoritative pronouncements of the Australian Accounting Standards Board, Urgent ssues Group Consensus
Views and the Corporations Act, 2001,

it is prepared in accordance with the historical cost convention, except for certain assets, which, as noted, are
at valuation. Hnless otherwise stated, the accounting policies adopted are consistent with those of the previous

year.

(2)

{b)

)

{d)

Principles of consolidation

On 24 September 2002, Silex Systems Limited acquired a 51% controlling interest in Fiberbyte Pty
Lid. The consolidated financial statements incorporate the assets and liabilities of all entities
conirolled by Silex Systems Limited {“Company” or “parent entity”) as at 30 June 2003 and the
results of all controlled entities for the year then ended. Silex Systems Limited and its controted
entities together are referred to in this financial report as the consolidated entity. The efTects of all
transactions between entities in the consolidated entity are eliminated in full. Owside equity interests
in the results and equity of controlled entities are shown separately in the consolidated statement of
financial performance and statement of financial position respectively.

Where control of an entity is obtained during a Tinancial year, its results are included in the
consolidated statement of financial performance from the date on which controf commences. Where
conirol of an entity ceases during a financial year its resulls are included for that pant of the year
during which control existed.

Investments in associates are accounted for in the consolidated financial statements using the equity
method. Under this method, the consolidated entity’s share of the post acquisition profits or losses of
associates {Transtucent) is recognised in the consolidated statement of financial performance, and its
share of post-acquisition movements in reserves is recognised in consolidated revenues. The
cumulative post-acquisition movements are adjusted against the cost of the investment. Associates
are those entities over which the consolidated entity exercises significant influence, but not control.

Income fax

Tax effect accounting procedures are lollowed whereby the income tax expense in the statement of
financial performance is matched with the accounting profit after allowing for permanent diftferences.
The future tax benefit refating to tax losses is not carried forward as an asset unless the benefin is
virtnally certain of realisation. Income tax on cumulative tming differences is sel aside 1o the
deferred income tax or future income tax benefit accounts at the cates, which are expected to apply
when those tming differences reverse. At 30 June 2003 the directors do not believe that the future
tax benefit or deferred income tax is virtually certain of realisation and as a consequence the deferred
tax balances have been written off.

Foreign currency

Foreign currency ransactions are inittally translated into Australian currency at the rate of exchange
at the date of the transactions. At balance date, amounts payable and receivable in foreign currencies
are transiated to Australian currency at rates of exchange carrent at that date. Resulting exchange
differences are recognised in determining the profit and loss for the year.

Acquisitions of assefs

The purchase method of accounting is used for all acguisitions of assets regardless of whether equity
instruments or other assets are acquired. Cost is measured as the fair value of the assets given up,
shares issued or lisbHities undertaken at the date of acquisition plus incidental costs directly
attributable to the acquisition. Where equity instruments are issued in an acqguisition, the value of the
instruments is their market price as at the acquisition date, unless the notional price at which they
could be placed in the market is a better indicator of fair value. Transactions costs arising on the
issue of equily instroments are recognised directly in equity.

20



Notes o the financial statemenis
30 June 2003
(continued)

(e}

{0

{g)

{h)

N

0

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

Revenue recognition
Amounts disclosed as revenue are net of returns, trade allowances and duties and taxes paid.
Revenue is recognised for the major business activities as follows:

i. Sale of goods
A sale is recorded when goods have been despatchied 1o a customer pursuant to a sales order and the
associated risks have passed fo the carrier or customer

ii. Interest income
Interest revenue is recognised on an accruals basis.

iii. Recoverable project costs
Revenue is recognised for reimbursement of research and development costs at the time those costs
are incurred.

iv. START grant
Revenue is recognised for reimbursement of research and development costs at the time those costs
are incurred.

Receivables

All trade debtors are recognised at the amounts receivable, as they are due for settlement no more
than 60 days from the date of recognition. Collectibility of rade debtors is reviewed on an ongoing
basis. Debts which are known to be uncollectible are written off. A provision for doubtful debts is
raised when some doubt as to collection exists and in any event when the debt is more than 60 days
overdue.

inventories
Raw materials and finished goods are stated at the lower of costs and net realisable value. Cost
comprises direct materials on an actual cost basis.

Trade and other crediiors

These amounts represent Habilities for goods and services provided to the consolidated entity prior to
the end of the financial year and which are unpaid. The amounts are unsecured and are usually paid
within 45 days of recognition.

Recoverable amount of non-current assets
The recoverable amount of an asset is the net amount expected 10 be recovered through the cash
inflows and outflows arising from iis continued use and subsequent disposal.

Where the carrying amount of a non-current asset is greater than its recoverable amount, the asset is
written down fo its recoverable amount. Where net cash inflows are derived from a group of assets
working together, recoverable amount is determined on the basis of the relevant group of assets. The
decrement in the carrying amount is recognised as an expense in net profit or loss in the reporting
period in which the recoverable amount write-down occurs. The expected net cash flows included in
determining recoverable amounts of non-current assets are not discounted.

Lmployee entittements

Provision is made for employee entitfement benefits accumulated as a result of employees rendering
services up to the reporting date. These benefits include wages and salaries, annual leave and long
service leave.

Liabilities arising in respect of wages and salaries, annual leave and any other employee entitlements

expécted to be settied within 12 months of the reporting date are measured at the amounts expected to
he paid when the liabilities are settled and are at their nominal amounts.
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Notes o the financial statemenis
30 June 2003
(continued)

(k)

I

{m)

{n)

(o)

()

All other employee entitlement liabilities are measured at the present value of the estimated future
cash outflows, including on costs, to be made in respect of services provided by employees up 10 the
reporting date.

Superannuation commitment

The consolidated entity contributes to employee defined contribution superannuation funds.
Employee contributions are based on a percentage of their gross salary. Employees are entitled 10
benefits on retirement, disability or death. The contributions are charged fo the statement of financial
performance when incurred.

Cash

For purposes of the statement of cash flows, cash includes deposits at call which are readily
convertible to cash on hand and are subject to an insignificant risk of changes in value, net of
outstanding bank overdrafts. Bank bills are included as cash as these are integral o the cash
management function of the Company. They generally have a maturity date of three months or less
and are subject to insignificant changes in value.

Depreciation of property, plant and equipment
Property, plant and equipment are depreciated over their estimated useful lives, being between three
and ten years, using the straight line method.

Pursuant to the Company’s agreement with USEC (up until 30 April 2003 when USEC withdrew
from the project}, the cost of property, plant and equipment used by the Company in connection with
the Uranium project was paid for by USEC. The cost of such equipment is not reflected in the
statement of financial position.

Leased assets

Where property, plant and equipment is acquired by means of finance leases or hire purchase, which
effectively transfer to the consolidated entity substantially all the risks and benefits incidental to
ownership, the present value of the minimum lease payments, including any guaranteed residual
values, is recognised as an asset at the beginning of the lease term and amortised on a straight line
basis over the expected useful life of the leased asset. A corresponding liability is also established
and each lease payment is allocated between the liability and finance charge.

Operating lease paymeunts, where the lessor efTectively retains substantially all of the risks and
benefits of ownership of the leased items, are included in the determination of the operating profit in
equal instalments over the lease term.

Research and development costs

Research and development costs incurced by Silex for the development of the SILEX Technology to
uranium enrichment were reimbursed by USEC to the end of April 2003 in accordance with the
Company’s agreement. Accordingly, the research and development cosis and reimbursements
received were charged to the operating profit before income tax. Given the carrent stage of
development of the Company, all research and development costs are expensed as incurred.

fnvesiments

i3 Bank bills
Bank Bills have been acquired at a discount to face value. The bills are carried at cost and
the discount is recognised as interest received in each period at the rate that is implicit in the
transaction.

il.  Investments in associates
Investments in associates are accounted for in the financial statements using the equity
method uatil 24 September 2002 {(when Fiberbyte was acquired} afier which date the
investments in associates are accounted for in the consolidated financial statements (refer
Note (a3} Under this method, the Company's share of the post acquisition profils or losses
of associates is recognised in the statement of financial performance when material, and its
share of post acquisition movements in reserves is recognised in reserves. The Company’s
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Notes o the financial statemenis
30 June 2003
(continued)

Q)

{r)

{s)

{t)

{u)

v)

{w)

share of the post acquisition profits or losses of overseas associates ave translated at the
average of rates raling during the year. The cumulative post acquisition movements are
adjusted against the cost of the investment. Associates are those entities over which the
entity exercises significant influence, but not control.

iit.  Other investments
Interests in unisted securities, other than controlled entities and assoctates are brought 1o
account at cost and dividend income is recognised in the stalement of financial performance
when receivable.

Larnings per share

Basic earnings per share is determined by dividing the operating profit afier tax atiributable to
members of the Company by the weighted average number of ordinary shares outstanding during the
financial year.

Diluted earnings per share adinsts the figures used in the determination of basic earnings per share by
taking into account any reductions in earnings per share that will probably arise from the exercise of
options outstanding during the financial year.

Share issue expetises
Share issue expenses are written ofT directly against the equity instruments to which the costs relate.

Infangibles

Where an entity or operation is acquired, the identifiable net assets acquired are measured at fair
value. The excess of the fair value of the cost of acguisition over the fair value of the identifiable net
assets acquired, including any liability for restructuring costs, is brought to account as goodwill and
amortised on a straight line basis over the pediod during which the benefils are expected to arise. The
cost of acquisition is discounted as described in note 1 {d). where settlement of any part of cash
consideration is deferred.

Certain Patent acquisition cosis have been deferred to future periods to the extent that they are
expected to be recoverable beyond any reasonable doubt. These deferred costs are being amortised
on a straight Hne basis over a period of between 10 and 20 years.

intellectual property on acquisition of investment in controlled entities is amortised on a straight line
basis over 5 yeals.

Borrowing cosis
Borrowing costs are recognised as expenses in the period in which they are incurred. Borrowing
costs include finance lease charges and hire purchase charges.

Ownership-based remuneration schemes

Ownership-based remuneration is provided to employees via the Silex Systems Limited Employee
Option Plan. No accounting entries are made in relation to the Silex Systems Limited Employee
Option Plan until options are exercised, at which time the amounts received from employees are
recognised in the statement of inancial position as share capital. An exception to this relates to the
issue of options to Fiberbyte staff as part of the acquisition. When such options are issued an entry is
made to debit the investment and credit the Options reserve. The calculation is used using a Black
and Scholes method.

Interest bearing liabilities
Loans are carried at their principal amounts which represent the present value of future cash flows
associated with servicing the debt. [nterest is accrued over the period it becomes due.

Reclassification of employee provisions

Annual leave expected to be paid out within the next 12 months is classified as a current Hability and
annual leave not expected o be paid within the next 12 months is classified as & non-current liability.
in the prior year accounts all of the annual leave was classified as a current liability. 1n the carrent
year accounts, the prior year provision heen reclassified has into current and non-current liabilities.
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Notes o the financial statemenis

30 June 2003
(continued)
Consolidated Parent entity
2083 2002 2063 20062
b 5 b $
Note 2 Revenue

Revenue from operating activities
Recoverable project costs 1,715,178 3,161,681 1,715,178 3,161,681
START Grant 1,123,781 866,600 1,123,781 866,600
Sale of goods 224,022 - - -
Other Project income - 66,163 - 66,163

3,062,981 4,094,444 2,838,959 4,094,444

Revenue from outside operating activities

Interest revenue 1,942,244 1,892,372 1,936,153 1,892,372
Foreign currency exchange gaing {net) - 293472 - 293,472
Proceeds [rom sale of non current assets 27,8681 - 4,081 -
Other income 33,954 1,190 - 1,160

2,003,999 2,187.034 1,948,244 2,187,034
Total Revenue 5,866,980 6,281.478 4,779,283 6,281,478

Note 3 Operating profit/(loss)
Net pains and expenses

The operating {loss) before income tax includes the
following specific net gains and expenses:

Net gains:

Net Toreign exchange gain - 293,472 - 293,472
Profit on sale of property, plant and equipment 1,358 - 1,358 -
Expenses:

Cost of goods sold 163,080 - ~ -
Amortisation of intellectual property 604,128 33,386 33,386 33,386
Amontisation of plant and equipment under lease 12,767 22,428 12,767 22,428
Interest and finance charges paid/payable on

finance leases 2,769 11,327 2,769 11,327
nterest and finance charges paid/payable on hire

purchase 5,650 5,644 5,658 5,644
Borrowing costs on deferred consideration Tor

investment in controfled entity - - 147,538 -
Depreciation of plant and equipment 100,335 45,681 58,718 45,681
Rental expenses refating to operating leases 270,418 192,394 212,451 192,394
Provision for employee entitlements 47,982 31,050 58,449 31,050
Research and development expenditure 4,637,138 4,622,201 4,325,528  4.622.20%
Net foreign exchange loss 27,621 - 27,296 -
Loss on disposal of property plant and equipment - 2,652 - 2,652
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30 June 2003
(continued)
Consolidated Parent entity
2063 20602 2003 2002
$ by $ 3
Note 4 Encome fax
(a) The income tax expense for the financial year
differs from the amount calculated on the Toss. The
differences are reconciled as follows:
(Loss) before income 1ax expense (4,562,372) {568,627y (2,174,398) (568.627)
income lax calculated @ 30% (1,368,712) {170,588}  (652,317) (170.,588)
Tax effect of permanent differences
Non deductible legal fees 3,398 69,463 3,398 69,493
Interest on deferred consideration - investment in
controlled entity - - 44,259 -
Amortisation of intangibles 173,623 - 2,408 -
Share of Toss of associate 417,589 206938 103,742 206,938
Sundry items 16,086 15,607 15,096 19,607
Income tax adjusted for permanent differences {758,016) 125,450 {483,428 125,450
Future income tax benefit and deferred tax liability
not recognised 881,891 - 607,303 -
Adiustment 10 write ofT of opening future income
tax benefit and deferred tax Hability (71,689 - (71,689} -
{Over) provided tax paid for previous year {17,536} (33,286} {17,536) {33,286)
Income tax expense 34,650 92,164 34,656 92,164

() Future income fax henefit

The future income tax benelit has been written off as the directors do not believe that it can be regarded as
virtually certain of realisation. No part of the future tax benefit shown in Note 9 is attributable 1o tax losses.
The directors” estimate that the potential future income tax benefit at 30 June 2003 in respect of tax losses not
brought to account is

779,539 163,594 137,056 -

The benefit will only be obtained i

(1) the consolidated entity derives future assessable income of a nature and of an amount sufficient to enable
the benefit from the deductions for the Tosses to be realised,

{ii} the consolidated entity continues to comply with the conditions for deductibility imposed by tax
legistation, and

{iii} no changes in tax legislation adversely affect the associate in realising the benefit from the deductions for
the losses.

Note 5 Cash
Cash at bank and on hand 597,186 604,430 392,669 604,430
Deposits at call 7,791,377 2,441,377 7,791,377 2,441,377

8,388,563 3345867 8,183,986 3345807

Note 6 Envestments (Current)
Bank bills 30,863,857 37,721,376 30,863,857 37721376

(i} Significant terms & conditions
Bank bill investments with a face value of $31,000,000 (2002: $38,0060,000) mature at various
dates over the 1 month {2002 2 months} following balance date. The weighted average interest
rate is 4.81% (2002: 4.83%). Income nol received at year end s brought to account as accrued
income.
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(ii} Net fair values
The investment in the bank bills is valued at cost. The directors consider that the net Tair value of
the investments at year end to be 330,863,857 (2002: $37,721,376) based on their assessment of
its estimated realisable value.

Consolidated Parent entity

2003 2002 2063 2002
$ 8 $ $

Nofe 7 Receivables
Trade debtors 22,408 - - -
Other debtors 39,535 220,678 39,535 220,678
Accrued income 345,914 468,175 345914 468,175
407,849 688,853 385,449 688,853

(i) Other debiors
in 2002 other debtors included $174.,432 owing by USEC (2003: pil). The remainder are amounts generally
arising from transactions outside the usual operating activities of the consolidated entity.

(if) Net fair value
The Directors consider the carrying amount of receivables approximate their net fair value.

Note 8 Inventories

Raw materials and stores - at cost 88,877 - - -
Finished goods - at cost 16,849 - - -
105,726 - - -

Less: Provision for obsolescence for finished goods {13,508) - - -
92,226 - - -

Note 9 Other Assefs

Current
Prepayments 34,818 21,942 34,818 21,942
Other - 361,000 - 361,000
34,818 382,942 34,818 382,942
Non-current
Future income tax benefit - 220,390 - 220,390
Nofe 10 Property, plant and equipment
Plant and equipment
At cost 661,996 687,213 724,409 687,213
Less accumulated depreciation {632,625) (522,187) (497,913 {522 187
329,371 165,026 226,496 163,026
Plant and equipment under lease
At cost - 69,640 - 69,640
Less accumulated amortisation - {29,016) - (29,016}
- 40,624 - 40,624
329,371 205,650 226,496 205,650

Reconciliations of the carrying value of each class of property, plant and equipment at the beginning and end
of the current financial year are set out below:
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30 June 2003
(continued)
Leased plant &
Consolidated Plant & equipment equipment Total
' $ $
Carrying amount at 1 July 2002 165,026 40,624 205,650
Transfers at cost 27,857 (27,8537 -
Additions 110,008 - 110,068
Additions through acquisition of entity 153,258 - 153,258
Disposals (26,443} - {26,443}
Depreciation‘amortisation expense (note 1{m}} (100,335) {12,767) (113,102)
Carrying amount at 30 june 2003 325,371 - 329,371
Leased plant &
Parent entity Plant & equipment equipment Total
' 5 5
Carrying amount at 1 July 2002 165,026 40,624 205,650
Transfers at cost 27,857 (27,8537 -
Additions 95,036 - 95,056
Disposals (2,733 - (2,733
Depreciation/amortisation expense (note 1{m)) (58,710} {12,767) {71.,477)
Carrying amount at 30 june 2003 226,496 - 226,496
Consolidated Parent entity
2083 2002 2003 2002
$ $ $ $
Note 11 Intangibles
intefleciual property on consolidation 3,498,888 - - -
Less accumulated amortisation {534,980) - - -
2,863,988 - - -
inteflectual property 413,864 413,864 413,864 413,864
Less accumulated amortisation {155,927) {122,541y (158.927) (122,541
257,937 291,323 257,937 291,323
3,221,925 291,323 257,937 291,323
Note 12 investments accounted for using the
equity method
Shares in associate {note 34) 7.861,493 9,253,456 8,907,651 9,253,456
Note 13 Other financial assets
Investment in other corporations - at cost - 750,000 - 750,000
Shares in controlled entities {note 35} - - 5,147,108 -
- 750,000 5,147,105 750,000

The investment in other corporations at cost relates to Fiberbyte Pty Ltd.
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Note 14 Payables
Current -~ uasecured
Trade creditors

Other creditors

Current - secured
Other loans

Non current - secured
Other loans

Net fair value

30 June 2003
(continued)

Consolidated Parent entity
2083 2002 2003 2002
$ b $ b
569,856 248,255 483,531 248,255
- 109,300 - 109,300
569,856 357,555 483,531 357.555
150,000 - - -
719,856 357,555 483,531 357.555
150,000 - - -

The directors consider that the carrying value of trade creditors and other creditors approximate their net fair

value.

Oiher loans

The other loans relates to a loan to Fiberbyte secured by a registered charge over the assets of Fiberbyte. The
loan amounts are interest free provided payment is made by the due dates.

Note 15 inferest bearing liabiities

Current

Hire purchase liabilities (note 24}
Deferred consideration - invesiment in controlled

entity (note 24)

Lease liabilities {note 24)

Non-current liabilities

Hire purchase liabilities {(note 24}
Deferred consideration - investment in controiled

entity {note 24)
Other loans - secured

Net fair value

18,967 17.657 18,967 17,657

- - 1,506,888 -

- 41,818 - 41,818

18,967 56.475 1,525,847 56,475
58,055 69,022 50,055 69,022

- - 1,520,253 -
500,000 - - -
550,055 69,022 1,570,308 69,022

The Directors consider that the carrying amounts of lease liabilities and hire purchase liasbHities approximate

their net fair values.

Lease liabilities and hire purchase liabilities are effectively secured as the right to the leased asset reverts to

the lessor in the event of default.

Oiher loans

The other loans relates to a loan to Fiberbyte secured by a registered charge over the assets of Fiberbyte.

Note 16 FTax Habilities
Non-current

Deferred income tax Hability

292,079

- 292,079

28



Notes o the financial statemenis

Note 17 Provisions
Current
Provision for employee entitlements

Non-current
Provision for employee entitlements

Note 18 Coniributed equity
Ordinary shares
Fully paid

30 June 2003
(continued)
Consolidated Parent entity

2083 2002 2083 2002
b 3 b $
347,310 360,525 304,497 360,525
409,754 200.078 314,585 200,078

Parent entity Parent entity
2083 2002 2083 2002
shares shares b $
132,329,629 127086240 44,712,762 44328898

Ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of the Company
in proportion o the number of and amounts paid on the shares held. 172,414 shares were issued on 24
September 2002 as part of the consideration for acquisition of the Company’s interest in Fiberbyle, These
shares are subject 10 a voluntary escrow Tor a 12 month period ending 24 September 2003. During this 12
month period the sharcholder is not allowed to dispose of the shares.

Movements in ordinary share capital

Number of
Bate Details shareslssue price $ 8
30 June 2601 Balance 124,821,240 44,201,798
25 July 2001 Options exercised 5,000 1.94 9,700
13 September 2601 Options exereised 10,600 .49 4,900
19 September 2001 Options exercised 1,250,000 0.05 62,500
27 February 2002 Options exercised 1,000,000 0.05 50,000

30 June 20602

24 September 2002
29 October 2002
28 January 2063
30 June 20603

Note 19 Reserves
Options reserve

Movemenis
Balance 1 July 2002

lssue of shares
lssue of shares
Options exercised

127.086.,240

172,414
70,975
5,000,000
132,326,629

44,328.898

0.55 94,828
9.55 39,036
0.05 250,000

44712762

Increment on issue of options as part consideration

for investment in controlled entity
Balance 30 June 2003

Consolidated Parent entity
2063 2002 2003 2002
$ $ h)
112,674 112,674 -
112,674 112,674 -
112,674 112,674 -
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Note 20 Retained profits

Retained profits at the beginning of the financial
year

Net {loss) attributable to members of Silex
Systems Limited

Retained profits at the end of the financial year

Note 21 OQufside equity inferest in controlled entifies

Interest in:
Share capital
Retained profits/{accumulated losses)

Nofe 22 Equity

Total equity at the start of the financial year
Total changes in equity recognised in the statement
of financial performance

Transactions with owners as owners:
Contributions of equity, net of transaction costs
Total changes in outside equity interest

Total equity at the end of the financial year

Note 23 Franking account balance

Franking credits available for the subsequent
financial year at 30%

Consolidated Parent entity

2003 2002 2003 2062

$ $ S b

7,192,165 7852956 7,192,165 7,832,956

(4,201,629) (660,791) (2,209,040} (660,791)

2,994,536 7.192,165 4,983,125 7,192,165

Consolidated

2003 2002

S b

2,297,906 -

(1,199,718) -

1,188,188 -

Consolidated Parent entity

2603 2002 20683 2002
$ $ $ $
51,521,063 52,654,754 51,821,063 52,054,734
(4,088,955) (660,791)  (2,896,366)  (660,791)
383,864 127,100 383,864 127,100
1,188,188 - - -
49,004,160 51,521,063 49,808,561 51,521,063
4,911,891 4,793,051 4,899,398 4,793,051

The above amount represents the balance of the franking accounts at the end of the financial year,

adjusted for:

{a) franking credits that will arise from the payment of the carrent tax liability

{b) franking debits that will arise Trom the payment of dividends recognised as a liability at the

reporting date

{c) franking credits that will arise from the receipt of dividends recognised as reccivables at the

reporting date, and

{d) franking credits that may be prevented from being distributed in subsequent financial years.

The consolidated amounts include franking credits that would be available to the parent entity if
distributable profits of controlled entities were paid as dividends
Under legislation that took effect on 1 July 20602, the amount recorded in the franking account is the amount
of Australian income tax paid, rather than franking credits based on afler tax profits, and amounts debited to
that account in respect of dividends paid after 30 June 2002 are the franking credits attaching to those
dividends rather than the gross amount of the dividends. In accordance with this legislation, the franking
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30 June 2003
(continued)

credits available at 30 June 2002 of $11,183,786 based on after tax profits, was converted so that the opening
balances on 1 July 2002 reflected tax paid amounts of 84,793,051 which is shown as a comparative amount
above.

Consolidated Parent entity
2083 2602 2603 2002

$ by 3 3
Note 24 Commitments for expendifure
Finance leases
Commitments in relation to finance leases are as
follows:
Not later than one year - 44,587 - 44,587
Minimum lease payments - 44,587 - 44,587
Deduct future Tinance charges not provided for in
the financial statements - (2,769} - (2,769)
Total 1ease liability - 41,818 - 41,818
Consisting of* Carrent {note 15) - 41,818 - 41,818

- 41,818 - 41,818

The weighted average interest rate implicit in the lease was 8.87% in 2002.

Hire Purchase liabiliiies
Commitments in relation to hire purchases
payable are as folows:

Not later than one year 23,304 23,304 23,304 23,304
Later than one year but not fater than five years 83,173 76,477 53,173 76,477
Minimum hire purchase payments 76,477 99,781 76,477 9G 781
Deduct future finance charges not provided for in
the financial statements: (7.455) (13,10) (7,435} £13,102)
Fotal hire purchase liability 69,622 86,670 69,022 86,679
Consisting of : Current (note 15) 18,967 17,657 18,967 17.657
Non-current {note 15} 50,855 69,022 50,055 60,022
69,622 86,679 69,022 86,679

The weighted average interest rate is 7.18% (20062: 7.18%).

Operating leases

Commitments for minimum lease payments in

relation to non-cancellable operating leases are

payable as (ollows:

Not later than one year 288,353 170,719 200,353 170,716

Later than one year but not later than five years 63,241 26.950 63,241 26,950
351,594 200,669 263,594 200,669
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30 June 2003
(continued)
Consolidated Parent entity
2003 2062 2003 20062
$ 5 $ $
Investment in confrolled enfity
Commitments in relation to investment in
controlled entity are as follows:
Not later than one year - - 1,540,000 -
Later than one year but not later than five years - - 1,650,000 -
Minimum payments - - 3,190,000 -
Deduct future finance charges not provided for in
the financial statements: - - {162,867) -
Total Hability - - 3,027,133 -
Consisting of : Current (note 15) - - 1,506,880 -
Non-current {note 15} - - 1,520,253 -
- - 3,027,133 -

Directors of parent entity

2003 2002
$ 5
Note 25 Remuneration of directors
income paid or payable, or otherwise made available to the Directors by entities in
the consolidated entity and related parties in connection with the management of
affairs of the parent entity or its controlled entities. 676,966 637,429
The numbers of parent entity directors whose
total income from the parent entity or related
parties was within the specified bands are as
follows:
2003 2002
sumber number
$40,000 - $49,999 3 3
$96,000 - $99,999 - 1
$40G0,000 - $409,999 - 1
£110,000 - $119,999 1 -
$430,000 - $439,999 1 -

Mr Chris Wilks has a beneficial interest in a company (Evinlow Pty Lid) which provided managerial and
administrative services to the Company in the previous year. The charges were levied on a commercial basis.
The charges are included in the Directors’ remuneration detailed above.

Tolal directors” remuneration and the remuneration banding does not include amounts in refation to the grant
of options. The options are not included as they were issued at no cost to the entity.

No options were granted to Directors during the year. Details of options exercised by Directors are sel out in
Note 27.

Directors” remuneration excludes insurance premivms paid by the Company in respect of directors” and
officers” liability insurance as the contracts do not specify premiums paid in respect of individual directors
and officers. Information relating to the insurance contracts is set out in the Directors’ report.
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30 June 2003
(continued)
Executive officers of Executive officers of the
the consolidated entity parent entity
2003 2002 2063 2002
g 3 5 5
Note 26 Remuneration of executives
Remuneration received, or due and receivable,
from entities in the consolidated enlity and
related parties by Australian - based executive
officers (including directors) whose
remuneration was at least $1006,060
Exscutive officers of the parent entity 546,166 408,660 546,166 408,660

Options are granted (o executive officers under the Silex Systems Limited Employee Share Option Plan,
details of which are set out in Note 36. A summary of the numbers of options granted to, exercised and held
by Australian-based executive officers {with income of at least $1090,000) during the year ended 30 June 2003
is set out below.

Outstanding Granted  Exercised Outstanding
30 fune 2002 30 June 2003
Australian-based executive officers of the parent
entity 5,250,060 - 3,750,000 1,560,000

The numbers of executive officers (including Directors) whose remuneration from the entities in the
consolidated entity and related parties was within the specified bands are as follows:

Executive officers of Executive officers of the
the consolidated entity parent eatity
20603 2002 20603 2002
$110,600 - $119,999 1 - 1 -
$400,000 - $409,999 - 1 - 1
$430,000 - $439,999 1 - 1 -

Total executives’ remuneration and the remuneration banding does not include amounts in refation to the
grant of options. The options are not included as they were issued at no cost to the entity.

Note 27 Related parties

(i) Directors

The names of persons who were directors of Silex Systems Limited at any timye during the ficancial year are
as follows: B 8 Patterson; M P Goldsworthy; C S Goldschmidt; € D Wilks and R P Campbell. All of these
persons were also directors during the year ended 30 June 2002,

Directors” remuneration during the year has been disclosed in Note 25.
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{(ii) Share options transactions with Direciors and their related entities
The aggregale number of shares and share options held by Directors of the Company and their Director-

related entities at 30 June 2003 were:

Options Isszed
during the Year
Ended 38 June

Total Number
of Options Held

Fully paid

{over Ordinary Ordinary Shares

Directors 2003 Shares) Held
Mr B S Patterson or related entity - - 4,573,863
Dr M P Goldsworthy or related entity - S00,000 6,399,533
Dr C S Goldschmidt or related entity - - 2,825,937
MrC D Wilks or related entity - 600,000 3,094,021
Mr R P Campbell or refated entity - - 1,354,823

The aggregate number of shares of Silex Systems Limited disposed of by Directors of the Company or their

Director-refated entities during the financial year was nil (2002: 1

Birecfors

e T I

,233,3

Shares Sold

45).

Options

Exercised Shares Acquired

Mr B S Patterson

Dr M P Goldsworthy
Dt C 8 Goldschmidt
Mr C D Wilks

Mr R P Campbell

(iii} Transactions with controlled entiiies

nterest paid/payable 1o controlled entity
(Fiberbyte Pty Ltd) on deferred consideration

(iv} Amounis owed to controlled entifies
Deferred consideration payable to controlled
entity {Fiberbyte Pty Lid)

Current

Non current

Total

Note 28 Remuneration of asditars
During the year the auditor of the company
earned the following remuneration:

Audit or review of financial reports of the
company

Other audit-related work

Other assurance services

Total audit and other assurance services
Corporate finance

Taxation

Fotal remuneration

2,500,000

1,250,000

2,500,000

1,250,000

Parent entity

2003 2002
S 5
147,530 -
1,566,880 -
1,520,253 -
3,027,133 -

Consolidated Parent entity
20683 2002 2003 2002
b 5 S b
42,426 31,290 46,426 31,290
1,160 1,000 1,108 1,060
5,560 5,000 5,508 5,060
45,026 37,290 53,026 37,290
4,560 12,000 4,508 12,060
26,589 15,773 26,589 15,773
86,115 65,063 84,115 65,063
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(continued)

it is Silex’s policy 10 employ PricewaterhouseCoopers on assignments additional to their statutory andit duties
where PricewaterhouseCoopers’ expertise and experience with Silex are important; these assignments are
principally tax advice and assurance related, or where PricewaterhouseCoopers is awarded assignments on a
competitive basis. 1t is Silex’s policy to seek competitive quotes for all major consulting projects.

Note 29 Industry and geographical segments

Primary reporting- business segments

The consolidated entity is organised into the following divisions by product and service type.

Research and development

Research and development principally of the Silex process in New South Wales and the operations of the

associate, Transtucent in the United States of America.

Optical communications/photonies

Manufacture and sale of optical communications/photonics products based in South Australia.

2003

Sales 1o external customers
Recoverable project costs
START Grant

Other revenue

Tolal segment revenue
Unallocated - Interest income
Total revenue

Segment result

Unallocated revenue - interest
income

(Loss) before tax

income lax expense

Net {loss)

Segment assels
Unallocated assets
Total asscts

Segment Habilities

Unallocated liabilities
Total liabilities

Acguisition of property, plant

and equipment, intangibles and

other non-current se gment
AS5€18

Depreciation and amortisation

SXPENSE

Optical Inter segment

Research and communications/ eliminations/
development photonics unallocated Consolidated
S b 8 8
- 224,022 - 224,022
1,715,178 - - 1,715,178
1,123,781 - - 1,123,781
4,091 57,664 - 61,755
2,843,050 281,686 - 3,124,736
1,942,244
3,066,980
{5,009,171} (1,495.443) - (6,504,616)
1,942,244
(4,562,372)
{34,650}
(4,597,022}
884,740 3,181,489 39252420 43,318,649
7,881,453
51,260,102
1,102,583 224,337 - 1,326,920
869,022
2,195,942
95,056 3,667,098 - 3,762,154
104,863 612,367 - 717,230
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30 June 2003
(continued)
Other non-cash expenses 58,449 {10,467) - 47,982
Share of net loss of associate 1,391,963 - - 1,391,963
Investment in associate 7.861,493 - - 7,861,493
Optical Inter segment
Research and communications/ eliminations/
2002 development photonics unallocated Consolidated
$ 5 8 8
Recoverable project costs 3,161,681 - - 3,161,681
START Grant R66,600 - - 866,600
Other project income 66,163 - - 66,163
Other revenue 1,190 - - 1,190
Total segment revenue 4,095 634 - - 4,095,634
Unallocated - interest income 1,892,372
Unallocated - exchange gain 253,472
Total revenue 6,281,478
Segment result {2.754.471% - - (2,754,471
Unallocated revenue - interest
income 1,892,372
Unallocated revenue -
exchange gain 203472
(Loss} before tax (568,627)
Income tax expense {92,164}
Net {1oss) {660,791}
Segment assets 2,318,768 - 41,067,183 43,385,951
Unallocated assets 9,473,846
Total asscts 52,859,797
Segment liabilities 918,158 - - 918,158
Unallocated liabilities 420,576
Total liabilities 1,338,734
Acguisition of property, plant
and equipment, intangibles and
other non-current segiment
assefs 864,059 - - 864,059
Depreciation and amortisation
expense 11,495 - - 131,495
Other non-cash expenses 31,050 - - 31,050
Share of net loss of associate 689,794 - - 689,794
Invesiment in associate 9,233 456 - - 9,253,456
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Secondary reporting — geographical segments

Segment revenue is based on the geographical area of the consolidated entity’s customers. Segment assets is
based on the location of the assets.

United States of America

included in this segment is revenue from YUSEC and sales from Fiberbyte Piy Lid to customers in United
States of America.

Australia

Includes Start grant funding from Australian govemment and sales of Fiberyte Pty Ltd 10 Australian
customers.

Acquisitions of property,
pant and equipment,

Segment revenues from intangibles and other non
external customers Segment assets current segment assets
2003 2002 2003 2002 2803 2002
S $ S ) $ $
United States
of America 1,723,637 3,227,844 5,634 481,705 - -
Ausiralia 1,401,099 867,790 43,131,079 42,696,924 3,762,154 864,059
Other countries - - 181,936 207322 - -
3,124,736 4,095,634 43,318,649 43,385,951 3,762,154 864,059

Consolidared

2803 2002
Note 30 Earnings per share
Basic earnings per share {cenis per share} (3.2} {0.5)
Diluted earnings per share {cents per share} 3.2) £0.5)
Weighted average number of ordinary shares on issue used in the
calculation of basic earning per share: 129,361,366 126,143,432
Weighted average number of ordinary shares on issue used in the
calculation of diluted earning per share: 129,561,174 131,196,407

Consolidared

2803 2002
s 5
Reconciliation of earnings used in calcnlating earnings per share
Basic and diluted earnings per share
Net {loss) {4,597,822) (660,791)
Net foss attributable to outside equity interest 385,393 -
Earnings used in calcutating basic and diluted earnings per share {4,261,629) (660,791)
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Reconciliation of denominator used in calculating basic earnings per

share

Shares used in calculating basic earnings per share
Adiustment for options

Shares used in calculating diluted earnings per share

30 June 2003

(continued)

2003 2002
Shzares Shares
129,361,366 126,143,432
199,848 5,052,975
129,561,174 131,196,447

Options granted are considered to be potential ordinary shares and have been included in the determination
of diluted ecarnings per share. The options have not been included in the determination of basic earnings per
share. Details of options are disclosed in Note 36.

Note 31 Statement of cash flows

(i)

(ii)

Cash
Cash at bank and on hand

Investments {Bank bills)

Reconciliation of net cash provided by
operating activities to operating {loss} after
income tax

Operating (loss) after income tax
Depreciation

{Profit)/loss on sale of plant and equipment
Amortisation of intangibles

Amortisation of leased assets

Share of loss of associate

Expenses funded by issue of shares

Interest on Fiberbyte

{Increase) in prepayments and other current
assets

Decrease/{increase) in trade and other debtors
Decrease in accrued income

{Increase) in inventories

{Increase)/decrease in future income tax
benefit

Increase/{decrease} in provision for income tax
Decrease/{increase) in income tax refund
Increase/(decrease) in deferred income tax
Hability

Increase{decrease) in trade and other
creditors

Increase in provision for employee
entitlements

Net casl: inflow/outflow} from operating
activities

Consolidated Parent entity
2063 20062 2003 2002
$ h) $ 5
8,388,563 3,345,807 8,183,986 3,345,807
30,863,857 37,721,376 30,863,857 37,721,376
39,252,420 41,067,183 39,047,843 41,067.183
(4,597,022) (660,701) (2,209,048} (660,791
100,335 45,681 58,718 45,681
{1,358) 2,652 (1,358} 2,652
604,128 33,386 33,386 33,386
12,767 22,428 12,767 22,428
1,391,963 689,794 345,805 689,794
39,036 - 39,036 -
- - 147,536 -
348,124 (367.761) 348,124  (367.761)
226,451 (128.869) 156,944  (128.869)
122,261 624,936 122,261 624,936
(33,841) - - -
220,390 {96.473) 220,396 {90,473)
- {59,541) 24,199 {59.541)
409,462 {44,159) - {44,159)
{292,079) 237,590 (292,079 237.590
(44,372) 30,419 125,976 30,419
47,982 31,050 58,449 31,050
(1,445,773) 366,342 (808,908) 366,342
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Notes o the financial statemenis

30 June 2003
(continued)
Consolidated Parent entity
2083 2002 2083 2002
$ 5 b 5
(iii} Non-cash Financing and Investing Activities
Part consideration for acquisition of interest in
controlled entity by issue of shares 94,828 - 94,828 -
Part consideration for acquisition of interest in
controlled entity by issue of options 112,674 - 112,674 -
Acquisition of plant and equipment by means
of hire purchase - 94,186 - 94,186
207,582 94,186 207,562 94,186
These acquisitions are not reflected in the statements of cash flows.
Note 32 Amounis receivable and payable
denominated in Toreign currency (Australian
dollar equivalents)
Current US dollars receivable not effectively
hedged 5,634 147,728 - 147,728
Current US dollars payable not effectively hedged 202,957 773 175,518 773
Current Evro payable not effectively hedged 2,804 - - -
Current Swiss francs payable not effectively
hedged - 26,870 - 26,870

Note 33 Financial instruments diselosure

(i) Off-balance sheef derivative instruments

The consolidated entity is party to derivative financial instruments in the normal course of business in order
to hedge exposure to fluctuations in foreign exchange rates.

Forward exchange contracts

The majority of the revenoe from operating activities is derived in US dollars. in order to protect against
exchange rate movements, the consolidated entity enters into forward exchange contracts to sell US dollars.
The contracts are taken out when large value invoices are processed and are timed to mature when payment is
received.

At balance date, the details of outstanding contracts are:

Buy Australian Average exchange
Sell US dollars dollars rate
2003 2002 2603 2002
$ 8
Maturity 0-6 months - 26,705 N/A  0.5617

(i) Inferest rate risk
The consolidated entity's exposure to interest rate risk, and the effective
interest rates on financial instruments at balance date are:
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Notes o the financial statemenis

30 June 2003
(continued)
Fixed Interest Rate Maturities
Floating 1 Year or 1 to SNon-interest
interest rate Less Years Bearing Total
Note 5 8 $ 5 b
36 June 2003
Assets
Cash 5 8,388.563 - - - 8,388,563
Investments (Bank bills) 6 - 30,863,857 - - 30,863,857
Receivables 7 - - - 407,849 407,849
Total financial assets 8,388.563 30,863,857 - 407,849 39,660,269
Weighted average interest rate 4.59% 4.81%
Liabilities
Payables 14 - - - 869,856 869,856
Hire purchase liabilities 15 - 18,967 50,055 - 69,022
Other loans 15 - - 500,000 - 500,060
Total financial liabilities - 18,567 550,055 369,856 1,438,878
Weighted average interest rate 7.18% 6.11%
Net financial assets/{liabilities) 8,388.563 30,844,800 (550,055}  (462,007) 38,221,391
Fixed Interest Rate Maiurities
Floating 1 Year or 1 to SNon-interest
interest rate Less Years Bearing Total
Note $ 5 $ 5 b
36 June 2002
Assels
Cash 5 3,345,807 - - - 3,345,807
Investments (Bank bills) G - 37,721,376 - - 37.721,376
Receivables 7 - - - 688,853 688,853
Total financial assets 3,345,807 37,721,376 - 688,853 41,756,036
Weighted average interest rate 4.50% 4.83%
Liabilities
Payables 14 - - - 357,555 357,555
Lease and hire purchase
lizbtities 15 - 59475 69.022 - 128,497
Total linancial Habilities - 59,475 66,022 357,555 486,052
Weighted average interest rate 8.37% 7.18%
Net financial assets/{liabilities) 3,345,807 37,661,901 (69,022} 331,298 41,269,984

(iii) Credif risk exposure

The credit risk on financial assets of the consolidated entity which have been recognised on the statement of
financial position, other than investments in shares is generally at the carrying amount, net ol any provisions

for doubtful debts.

(iv} Nef fair value of financial assets and liabilities
The carrying amounts and net fair values of financial assets and Habilities at balance date are:
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Notes o the financial statemenis

30 June 2003
(continued)
Carrying Net fair  Carrving Net fair
amount value amount value
2803 2803 2002 20062
5 s 8 $
On balance sheet financial instruments
Financial assels
Cash 8,388,563 8,388,563 3,345,807 3,345,807
Investments (hank bills) 30,863,857 38,863,857 37.721376 37,721,376
Receivables 407,849 467,849 688,853 688,853
Non traded financial assets 39,666,269 39,660,269 41,756,036 41,756,036
Payables
Trade and other creditors 869,856 869,856 357,555 357,553
Lease and hire purchase liabilities 69,022 69,622 128,497 128,497
Other loans 504,080 560,600 - -
Non traded financial Habilities 1,438,878 1,438,878 486,052 486,052
Off balance sheet financial instruments
Financial assets
Forward exchange contracts (a) - - 61 61

Net fair valne is exclusive of costs which would be incurred on realisation of an asset, and inclusive of cosls

which would be incurred on settlement of a liability.

(a} The carrying amounts are unrealised gains or losses which have been included in the on balance sheet

financial assets and liabilities disclosed above.

Notfe 34 Investments in associafes

Investments in associales are accounted for in the financial statements using the equity method of accounting.

Name of company Principal activity

Ownership inferest

Carrying amount

2003 2002 2003 2002
Yo %o $ 5
Translucent Photonics Inc.  Planar Lightwave
(Incorporated in USA) Circuits 30% 0% 7,861,493  9.253.456
Consolidated Parent entity
2003 20062 2003 20062
$ 5 $ 5
Movements in earrying amounts of investments
in associates
Carrying amount at the heginning of the financial
year 9,253,456 9943250 9,253,456 9943250
Share of (losses) from ordinary activities afier
income tax (1,391,963)  (689.794)  (345,805)  (689,794)
Carrying amount at the end of the financial year 7,861,493 9253456 8,907,651 9,253,456
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Notes o the financial statemenis

30 June 2003
(continued)
2003 2002
$ 3
Result attributable fo associates
{(Loss) from ordinary activities before income tax (1,391,963 (689,794
income lax expense - -
(Loss}) from ordinary activities afier income tax (1,391,963 (689,794
Retained losses atiributable (o associates at the beginning
of the financial year {689,794) -
Retained losses atiributable to associates at the end
of the financial year 2,081,757 (689,794)
Summary of the performance and financial position of
associafes
The aggregate losses, assets and liabilities of associates are:
Losses from ordinary activities after income tax expense 2489211 2299313
Assels 3,631,717 6,863,762
Liabilities 166,428 225,598
Note 35 Invesiment in confrolled enfities
Country of Class of
Name of entity incorporation  shares Eguity holding
2003 2002
Yo %
Fiberbyte Pty Ltd Australia Ordinary 0% -
Preference 160% -
Total 51% -

On 24 September 2002 the parent entity acquired 51% of the issued share capital of Fiberbyte Pty Lid for an
initial cash consideration of $1,600,000 plus the issue of 172,414 fully paid Silex shares. 1n addition, Silex
will grant (over three vears) up to 1,500,000 options 1o Fiberbyte staff out of the Employee Share Option
Plan. $3,650,000 additional cash was to be paid over the next two and a half years provided certain
performance milestones were achieved. At 30 June 2003, 3460,000 of this additional $3,650,000 had been

paid.

At the date of acguisition, the acquired entity was involved in the optical communications/photonics industry.

Details of the acquisition are as follows:

Fair value of identifiable net assels of controlled entity acquired

Cash

Receivables

Income tax receivable

Inventories

Plant and equipment

Intangibles

Trade creditors

Provisions for employee entitlements
Loans and other creditors

22,614
91,907
385,263
58,385
153,258
35,842
(256.673)
(148.479)

(1,799.922)

{1,457,805)
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Notes o the financial statemenis
30 June 2003
(continued)

Add fair value of cash to be received 4,689,603
3,231,798
{1,583,581)
1,648,217
3,498,888

5,147,165

Less outside equity interest

inteflectual property on consolidation
Total cost of acquisition

Consolidated Parent entity
2803 2002 2603 2002
s $ s 5

Outflow of cash 1o acguire controlled
entity, net of cash acquired
Cash consideration 2,060,800 - 2,060,800 -
Less cash acquired {1,832,614) - - -
Outflow of cash 227,386 - 2,060,800 -
Note 36 Employee entitlements
Employee entitlement liabilities
Provision for employee entitlements
Carrent (note 17) 347,310 360,525 304,497 360,525
Non current {note 17} 409,754 200,078 314,555 200,078
Aggregate employee entitlement Habilities 757,064 560,603 619,052 560,603

Silex Systems Limited Employee Option Plan

All full time stafT of the consolidated entity and executive directors of the consolidated entity are eligible to
participate in the plan. At 30 June 2003, 39 employees and 2 executive directors were eligible to participate in
the plan.

Options are granted under the plan for no consideration. Options are granted for a five year period and
become exercisable after two years of the date of the grant. The options lapse il the holder ceases to be an
eligible employee other than by reason of death or permanent disablement, unless the Board determines
otherwise in its absolute discretion. Options granted under the plae carry no dividend or voting rights.
When exercisable, each option is convertible into one ordinary share. The exercise price of options is based
on the weighted average price at which the Company’s shares are traded on the Australian Stock Exchange
during the Tive trading days before the options are granted plus five cents. Amounts received on the exercise
of options are recognised as share capital.

Set out below are summaries of options granted under the plan.

Exercise Balance fssued Exercised Balance
Grant Expiry price at start during the during the atend of
Date date cents of year year year  the year
Consolidated and parent entity - 2003
17 March 1999 16 March 2004 154 135,000 - - 135000
5 June 2000 4 June 2005 165 195,000 - - 195,000
17 July 2000 16 July 20605 321 50,000 - - 50,000
28 August 20600 27 August 2005 322 50,000 - - 50,000
3 October 20060 2 October 2005 323 10,000 - - 10,000
20 April 2001 19 April 2006 402 1,690,600 - - 1,690,000
14 August 20602 13 August 2007 73 - 610,600 - 610,000
12 November 2002 11 November 2007 35 - 345,600 - 345,000
2,130,000 955,600 - 3,085,000
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Notes o the financial statemenis

30 June 2003
(continued)

Consolidated and parent entity — 2002
10 June 1998 9 June 2003 49 10,600 - 10,000 -
17 March 1999 16 March 2004 194 140,000 - 5,000 135,000
5 June 2000 4 June 2005 165 195,000 - - 195,000
17 July 2000 16 July 2005 321 50,000 - - 50,000
28 August 20600 27 August 2005 322 50,000 - - 50,000
3 October 20060 2 October 2005 323 10,000 - - 16,000
20 April 2001 19 April 2606 402 1,690,600 - - 1,690,000
2,145,000 - 15,600 2,130,060

Consolidated Parent entity

2083 20602 2803 2002

Options vested at reporting date 2,130,000 330,600 2,130,800 330,000

The markel price of shares under option at 30 June 2003 was $0.39 (2002: $0.80}.

The directors believe that the derivation of an exact value of share options issued is indeterminable. The value
of the options is a function of the Tuture prospecis of the consolidated entity and the conditions of the options
which include continuity of employment.

2003 2002
3 3
Aggregate proceeds received from employees on the
exercise of options and recognised as issued capital - 14,660
Market value of shares issued to employees on the
exercise of options at their {ssue date - 42,0060

Other optioas to employees and directors

These options were issued prior to the Employee Share Option Plan being established. The exercise price was
based on an independent valuation on Silex. Options are granted for a five year pertod and become
exercisable after two years of the date of the grant. The options lapse il the holder ceases to be an eligible
employee other than by reason of death or permanent disablement, uniess the Board determines otherwise in
its absolute discretion. The options carry no dividend or voting rights. When exercisable, each option is
convertible into one ordinary share. Amounts received on the exercise are recognised as share capital.

Exercise Balance lssued  Exercised Balance
Grant Expiry price at start  during the during the at end of
Date date cents of year yeal year the year
Consolidated and parent entity
- 2003
29 January 1998 28 lanuary 20603 3 5,000,000 - 5,000,600 -
5,000,600 - 5,000,000 -
Consolidated and parent entity
- 2002
4 March 1997 3 March 20602 5 1,000,600 - 1,000,600 -
29 January 1998 28 lanuary 20603 5 6,250,000 - 1,250,600 5,006,060
7,250,600 - 2,250,000 5,000,000
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30 June 2003
(continued)
2003 2002
$ 5
Aggregate proceeds received from employees
and directors on the exercise of options and
recognised as issued capital 250,008 112,590

Market value of shares issued to employees
and directors on the exercise of options at
their issue date

Note 37 Leonomic dependency

7,000,000 6,

3
ot
[2¥]

L
=
=

The consolidated entity has been dependent for a significant volume of revenue from USEC. During the year
ended 30 June 2603, approximately 34% {2002: 53%) of the consolidaied entity’s revenue was sourced from
USEC. With USEC’s withdrawal from the Uranium project, a higher proportion of the total revenue next year

is expected to be derived from sales of goods from Fiberbyte Pty Lid.

Nofe 38 Financing arrangements

Unrestricted access was available at balance date to
the following lines of credit:

Credit standby arrangements

Total facilities

Lease finance — revolving facility

Documentary credit facility {overseas)

Visa facility

Used at balance date

Lease finance - revolving facility
Documentary credit facility {overseas)
Visa Tacility

Unused at balance date

Lease finance - revolving facility
Documentary credit facility {overseas)
Visa facility

Bank loan facilities
Total facilities

Used at balance date
Unused at balance date

Consolidated Parent entity
2003 2602 2603 2002
400,000 400,000 480806 400,000
802,439 660,000 862,438 660,000
80,008 50,600 80,800 50,600
1,282,439 1,110,000 1,282,439 1,110,000
- 41,818 - 41,818
- 41,818 - 41,818
400,000 358,182 480800 358,182
802,439 660,000 862,438 660,000
80,008 50,600 80,600 50,00
1,282,439 1,068,182 1,282,439 1,068.182
1,282,439 1,110,000 1,282,439 1,110,000
- (41,818 - (41.818)
1,282,439 1,068,182 1,282,439 1,068,182

The interest rate on the lease facility was 8.87% for the 2002 financial year.
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30 June 2003
(continued)
Consolidated Parent entity
2083 20062 2003 2002
Note $ 5 $ $
Note 39 Secured Habilities
Total secured liabilities {current and non-
current) are:
Lease liabilities 15 - 41,818 - 41,818
Hire purchase liabilities 15 69,022 86,679 69,022 86,679
Other loans - current 14 150,000 - - -
Other Ioans - non-current 14 150,000 - - -
Interest bearing loans - non-current 15 500,000 - - -
Total secured liabilities 869,022 128,497 69,022 128,497

Lease liabilities and hire purchase liabilities are effectively secured as the rights to the leased and hire
purchase assets recognised in the financial statements revert (o the lessor in the event of default. The other
loans are secured against the assets of the controlled entity.

The carrying amounts of non-current assets pledged as security are:

Consolidated Parent entity
2083 2002 2003 2002

Note $ $ $ 5
Finance lease
Plant and equipment under finance lease 14 - 46,624 - 40,624
Hire purchase
Plant and equipment under hire purchase 62,413 78.990 62,413 78,960
Other loans
Plant and equipment 102,875 - - -
Total non-current assets pledged as
security 165,288 119,614 62,413 119,614

Note 40 Events oceurring after reporting date

Since the end of the financial year, Silex has reached agreement to increase increased its equity in Translucent
from 30% to 73% in return for consideration of approximately $8,300,000 in cash and 2,400,000 Silex shares.
The consideration is geared o pre-agreed technical and commercial milestones, and is expecied to be paid out
fully over the next 2 years. The bulk of the additional funding hinges on meeting not only the original
milestone, but also demeonstration of early-stage prototype devices with industrial performance criteria.
Meeting these new milestones is expected to take Translucent through to positive cash flow without additional
investment.

Since balance date Silex has also restructured its interest in Fiberbyte increasing the holding from 51% to
around 83%. Under the terms of the restructure, the founders have the right to earn back approximately 32%
of the equity if Fiberbyte meets revenue and earnings targets over the next 2 years (in which case Silex would
fall back to 51%4). In this event, Fiberbyte would have achieved some significant revenue and earnings targets.
The total amount of funding, as previously disclosed, does not ¢hange under these new arrangements. Whilst
the commencement of sales and marketing activities for Fiberbyte’s optical communications technology hias
been slowed by the telecommunications indusiry down turn, we believe Fiberbyte is on track to generate its
first significant orders in the year 1o 30 lune 2004,

Except for the increased equity structures discussed above, the directors are not aware of any matters or
circumstances which are not otherwise dealt with in the financial statements that have significantly or may
significantly affect the operations of the consolidated entity, the results of its operations or the state of the
consolidated entity in subsequent years.
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Directors” declaration

The directors declare that the financial statements and noles set out on pages 15 o 46;
{a) comply with Accounting Standards, the Corporations Regulations 2001 and other mandatory
professional reporting requirements; and
{b) give atrue and fair view of the Company’s and consolidated entity’s financial position as at 30 June
2003 and of their performance, as represented by the results of their operations and their cash flows,
for the financial year ended on that date.

in the directors” opinion:
{a) the financial statements and aotes are in accordance with the Corporations Act 2001; and
{b) there are reasonable grounds to believe that the Company will be able to pay its debis as and when
they become due and payable.

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

Dy M P Goldsworthy
Managing Director

C D Wilks
Director

Dated in Sydoey 26 September 2003
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Audit opinion

In our opinion, the financial report of Silex Systems Limited:

. gives a true and fair view, as required by the Corporations Act 2001 in Ausiralia, of the
financial position of Silex Systems Limited and the Silex Systems Group {defined below) as
at 30 June 2003, and of their performance for the year ended on that date, and

. is presented in accordance with the Corporations Act 2001, Accounting Standards and other
mandatory financial reporting requiremenis in Australia, and the Corporations Regulations
2001,

This opinion must be read in conjunction with the rest of our audit report.

Scope

The financial report and direciors’ responsibility

The financial report comprises the statement of financial position, statement of financial
performance, statement of cash flows, accompanying notes o the financial statements, and the
directors’ declaration for both Silex Systems Limited (the company} and the Silex Systems Group
(the consolidated entity), for the year ended 30 June 2003. The consolidated entity comprises both
the company and the entities it controlled during that vear.

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 2001, This includes responsibility for
the maintenance of adequate accounting records and internal controls that are designed to prevent
and defect fraud and error, and for the acccunting policies and accounting estimates inherent in the
financial report.

Audit sppreach

We conducted an independent audit in order 1o express an opinion 1o the members of the company.
Our audit was conducted in accordance with Australian Auditing Standards, in order 1o provide
reasonable assurance as to whether the {inancial report is free of material misstatement. The nature
of an audit is influenced by factors such as the use of professional judgement, selective testing, the
inherent limitations of internal control, and the availability of persuasive rather than conclusive
evidence. Therefore, an audit cannot guarantee that all material missiatements have been detected.
We performed procedures to assess whether in all material respects the financial report presents
fairly, in accordance with the Corporations Act 2001, Accounting Standards and other mandatory
financial reporting requiremenis 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 flows.

We formed our audil opinion oa the basis of these procedures, which included:
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. examining, on a test basis, information o provide evidence supporting the amounits and
disclosures in the financial report, and

. assessing the appropriateness of the accounting policies and disclosures used and the
reasonableness of significant accounting estimates made by the directors.

When this audit report is included in an Annual Report, our procedures include reading the other
information in the Annual Report to determine whether it contains any material inconsistencies with
the financial report.

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 1o provide
assurance on internal controls.

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

Independence

In conducting our audit, we followed applicable independence requirements of Australian
professional ethical pronouncements and the Corporations Act 2001,

Prtssade hover Conpeno

PricewaterhouseCoopers

}Nmm&;

DS Wiadrowski Sydney
Parmer 26 September 2003
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Shareholders’ information

Shareholdess” information

1. Information relating to shareholders as af 19 September 2003
a. Distribution schedule

1- 1,060

1,001 - 5,600

5,001 - 10,060

10,001 - 100,000

106,061 and over

Total number of holders of each class of security

Voling rights - on a show of hands
- on a poll
Percentage of total holding held by the largest 20 holders

Number of total holding less than a marketable parcel of shares

Substantial shareholders

1.429
2,494
792
772
161
5,588

62.06%
829

Ordinary shares

National Australia Trustees Limited
AMP Limited and its related bodies corporate

34,463,095
14,898.0063

b.Names of Fwenty Largest Holders of each Security as at 19 September 2603

Nuiber of
Name Securifies Percentage Held
National Austialia Trustees Limited 34,463,095 26.04%
Majenta Holdings Pty Ltd 6,253,923 4.73%
Polly Pty Lid 4,573,863 3.46%
AMP Life Limited 3,970,863 3.00%
Mr Horst Struve 3,745,000 2.83%
National Nominees Limited 3,564,325 2.69%,
AMP Nominees Pty Limited 3,515,989 2.66%
J P Morgan Nominees Australia Limited 3,145,296 2.38%
Throvena Pty Ltd 2,799,800 2.12%
Mr Christopher David Wilks 2,505,070 1.89%
Westpac Custodian Nominees Limited 2,386,156 1.80%
Hamlac Pty Ltd 2,325,937 1.76%
Quintal Pry Lid 2,600,000 1.51%
Quadrangle Nominees Limited 1,887,150 1.43%,
Mithena Holdings Pty Limited 1,029,187 3.78%
Citicorp Nominees Pty Lid 942,228 0.71%
Hapday Heldings Pry Limited 805,620 3.61%
UBS Private Clients Australia Nominees Pry Ltd 788,667 3.60%
Commonwealth Custodial Services Limited 713,862 3.54%
Dr Andrew Yang Ool Tan 701,788 (.53%

82,117,819 62.06%

2. Vendor securities as at 19 September 2003

There are no vendor securities.
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Shareholders’ information

(continued)

3. Interesf of directors in securities as at 19 September 2003
Ordinary shares inferest held
Mr B S Patierson 4,573,863 Beneficially
Dr M P Goldsworthy 6,399,533 Personally/Beneficially
MrC D Wilks 3,094,021 Personally/Beneficially
Dt C S Goldschmidt 2,825,637 Beneficially
Mr R P Campbell 1,354,823 Beneficially

4. Securifies subject to voluntary eserow as at 19 September 2003

Number on
issueDate escrow period ends

As at 19 September 2003 the following securities were
subject to voluntary escrow:
Ordinary shares 172,414 24 September 2003

5. Unquoted equity securities as af 19 September 2003

Number on
issug Number of holders
Options issued under the Silex Systems Limited
Employee Share Option Plan to take up ordinary shares 3,830,000 41
Other options issued to take up ordinary shares 260,600 2
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