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CHAIRMAN'S STATEMENT_| AM PLEASED TO REPORT
THAT IN THE YEAR ENDED 31 MARCH 2007 THE GROUP
MADE HIGHLY ENCOURAGING PROGRESS IN A NUMBER
OF RESPECTS INCLUDING THE FILING OF THREE

FURTHER PATENTS.

Moreover since the year end it has emtered nto a
icensing and supply agreaement for the evaluation of our
patentad polymer, Elast Fon™, with a giobal medical
device company, Accordingly, despite reporting an
ingreased loss for the year, the Board beleves that the
Company can look forward to a very promising perod
ahead

Group turnover for the year was £276,000 Tms was
lower than the £1t4m in the previous year which
included £1 1m from a one off payment resutting from
an agreemant signed with St Jude Medical Operating
expenses for the year were £2,348,000, an increase of
£481,000 gver the previous year due, n the mam, to
the move to new premises in Australia and up scaling
of our operational capacity o meet the expected
increase i demand for Elast Eon™ potymer The
operating expenses mcluded £821,000 of development
expenditure (2006 £634,000) and amortisation of
ntangible fixed assets amounting to £96,000 {2006
£99.0000 The loss after tax for the year was £2 1m
(2006 £523,000) and at 31 March 2007 the Group had
cash reserves of £1 5m (2006 £2 7m)

.

THE GREATER PART OF THIS

STATEMENT FOCUSES ON THE VERY
IMPORTANT COMMERCIAL AND

TECHNICAL PROGRESS THAT HAS

BEEN AND CONTINUES TO BE
ACHIEVED.
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OPERATIONAL REVIEW

MANUFACTURING AND SUPPLY OF
ELAST-EON™ BULK MATERIAL//

Followng the granting of the regulatory approvals in
the United States and Europe in 2006 for Efast Eon™
i human use, our pnncipal operational focus for
2006/07 was to create a capable and rehable
manufactunng infrastructure able to support the large
scale and life sustaining nature of our llcensees’
medical device products

| AM PLEASED TO REPDRT_that our new Melboume
technology and manufactunng facility has achieved
very positive results during the year, including 100%
on time delivery to customers, 100% quality
certification and acceptance of delivered product and
an overall reduction in the baseline costs from the
previous year

This has bsen achieved in a period when we
expanded our manufacturing capacity by 67%, which
we believe is sufficiert to satisfy our customers’
growing polymer volume requirements through to the
end ot 2008
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ELAST-EON™ COMPONENT
MANUFACTURING//

In response to our customers’ requests for Elast Eon™
extrusions and mouldings, we have taken steps to
mprava cur capablity in the drea of medical grade
extruston  AorTech will benefit directly from the
revenue associated with tubing component orders,
and indirectly by accelerating the customer evaluation
process and, therefore, the achievement of higher
value late stage development milestone payments
that are charactenstic of our material licence
agresments

WE ARE VERY ENCOURAGED BY THE
RESULTS TO DATE AND EXPECT THAT
ELAST-EON™ EXTRUSION COMPONENTS
WILL COMPRISE A SIGNIFICANT AND
INCREASING PROPORTION GF OUR
POLYMER BUSINESS REVENUES GOING
FORWARD.
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MARKET AND CUSTOMERS //

The major revenus potential and increased value
retum for the Group Is expected to anse from joint
venture projects and licensing agreements with major
medical device companies [n addition, we estimate
the market for our supply of bulk Elast Eon™ polymer
to be approximately US$100m and growing at a rate
of 6 10% per annum  We beheve that our customers
have recogmsed Elast Eon™ as a 1op quality silicone

urethane matertal for soft, long term, high fatigue,
blood contacting implants

Durng the year, the technology focus has been
towards developing softer materals which compete
more directly with medical grade sitcone, and we
have expanded our patert portioho by a number of
new submissions and approvals. We have
concentrated, m particular, on collaboration with
rmajor biomaterrals  research instriutes and
universities  As a result of this work we have
achieved greater profile for Elast Eon™, different
aspects of which were presented at four separate
conferences and also featured wm three journal
pubhcations

DURING THE YEAR THERE WERE A
NUMBER OF CUSTOMER EVALUATIONS
CARRIED QUT ACROSS A RANGE OF
APPLICATIONS FOR ELAST-EON™,

In addition 1o the work already underway in the
areas Of cardiac surgery, cardiology, orthopaedics
and urclogy, we have invested and will invest further
in  other potentral  applications  including
neurostimulation, pulmonary, drug delivery, women’s
health, ventricular assist and non coronary stert
based drug delvery, all of which are being
developed within customer partnerships

TECHNOLOGY DEVELOPMENTS// -
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TECHNOLOGY DEVELOPMENTS

POLYMER HEART VALVE//

Dunng the past year, our heart valva technology has
been evaluated in the In house laboratones of major
medical device companies who could become our
pariners in ithe future  This stralegy 1s 10 gnabile us 10
venfy the durability and
performance characteristics of our heart valve

demonstrate  and

product

We beheve that good progress 1s being made towards
the commercialsation of the Company’s heart vaive
products within a co development or partnership
structure, and that these products have the potential
to contribute significantly to our future revenues when
regulatory and chimcal milestones are achieved

BREAST IMPLANTS//

1HE CONDITIONAL RE-APPROVAL O
THE GEL-FILLED BREAST IMPLANT 3Y
THE US FCA IN NOVEMBER 2006 HAS

HAD A SUBSTANTIAL, IMMEDIATE AND
LONG-TERM IMPACT ON BREAST
IMPLANT TECHNOLOGY AND THE

RELATED MARKET DYNAMICS.
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In the short term, the leading suppliers of these
products are placing a strong focus on the re
introduction of such implants mto the US, They have
devoted sigmificant resources 1o manufacturing
processes, surgeon traiming and patient awareness
programmes and the establishment of a clinical
moritoring function capable of supporting the
conditions upon which the US FDA approved these
siicone gel tmplants  in the longer term, and
because of the re approval of the siicone gel device,
the market is seeking the next generation product
which we beleve AorTech 15 well positioned to

provide

During the past year, we have continued to refine our
breast implant shell and fillier matenals, and to
carefully examine these matenals in relation to the
gudelines pubhshed by FDA  We believe that the
way forward for this technology is {0 secure a co
development deal wrth a suitable partner and we
reman optinistic of achieving this  Durng the last
year, we have filed three patents coverng the use of
our materials and newly mvented processes in the
fields of gel technology, In sy cure and the
development of a minimally invaswe breast implant

In additton to the breast implant and heart valve
projecis, the Group has commenced new projects in
the areas of urglagy, vascular grafts and non
coronary stent based drug delvery | look forward
to reporting on progress with these projects mn the
coming year



SUMMARY//

We have made very significart progress durnng the past
two years in particufar, having achueved multinational
requlatory approvals, a reputation for quality and
service, thousands of human implants of our premier
biostable poiymer, Elast Eon™, and significantly
increased operational capacy,

YOUR BOARD BELIEVES THAT THE RECENT ANNCUNCEMENT OF A
PARTNERSHIP DEAL FOR ONE OF OUR MAJOR DEVELOPMENT
PROGRAMMES WHICH, SUBJECT TO AORTECH FULFILLING SPECIFIC
MILESTONE TARGETS, COULD REALISE INCOME OF UP TO
APPROXIMATELY US$32M IN THE YEARS AHEAD TOGETHER WITH
FUTURE ROYALTY PAYMENTS AND THEREFORE VALIDATES OUR
STRATEGY TO GENERATE SHAREHOLDER VALUE THROUGH LICENSING
AND SUPPLY OF AN INNOVATIVE, WORLD-CLASS POLYMER. MUCH
CREDIT FOR THIS PROGRESS GOES TO OUR AUSTRALIAN TEAM
BASED IN THEIR NEW MELBOURNE FACILITY.

Since the year end, we have raised £5 1m by way of a
placing of 1,000,000 new Ordinary Shares which will
provide us with the ngcessary resource to carry through
our devetopment plans

Finally | take this opportunity to thank alf of our staff for
ther continued commetment to the Company and to our
sharsholders for ther conthued support over the past
twelva months  Your Board 1s confidant that AorTech has
the technology, resources, partners and resolve to reaiise
fully the potential of our urique Elast Eon™ polymer and
thereby to buld shareholder value over the corming years

JONAITHER
iRMAN
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REPORT OF THE DIRECTORS//

The Directors present therr report and the audited financial statements for the year ended 31 March 2007.

PRINCIPAL ACTIMITIES_
The Company s the holding company of a Group whose prncipal actvbies are the development and exploitation of a range of Innovative biomatenals

REVIEW OF BUSINESS AND FUTURE DEVELOPMENTS
Dunng the financial year under review, the Gompary continued fo achieve key operational milestones in the use of its core product, being Elast Eon™ polymer These

ingudad the davelopment and refinement of this material for the medical community, with the am of providing a wide range of high performance Elast Eon™ matenals
in a variety of apphcation specrfic formulations and densities for use in medical devices The Company however remalns 2t prasert Drincpally foclsed on the use of
Hast Eon™ In breast implants, and new cardiovascular and orthopaedic applications alongside axisting #censing and supply agraements  The Company contrues
to pursue a number of opporiumilies wih the breast :mplant product, following the FDA re-appraval of the silcane gel flled implant in the United States, and the
Directors bekieve the market is becoming ncreasingly receptive to a next-generation breast mplant product

The Compary’s manufactunng and research facility in Austraiia was transferred durng 2005 to larger premises near Melboume, thereby inter aha facitating increased
polymer production capacity

During the year, costs of £821,161 [2006 £634,282) wera charged 1o the Profit and Loss Account as devslopment expenditure  The consolidated profit and loss
account Is set out on page 6, Indicaling the Group's loss for the financial year of £2,121,321 (2006 loss of £523,348) which will be deductad from reserves,

No dvidends have been paid or proposed for the years ended 3t March 2007 and 2006

DIRECTORS AND THEIR INTERESTS_

Al 31 March 2007, the Gharman of the Company was J Pither, the Execttive Director was F Maguwe, and the non Executive Directors were E McDald, Dr S Rollason and
G Wnght No other Director served dunng the year which ended on 31 March 2007

At sach Annual General Meeting one thrd of Directors shal be sutyect to retirement oy rotation  Jon Peter Piiher refires from the Board at the Annual General Mesting and,
being ehigble, offers hmnselt for re-election

The interests of the Diraclors at 31 March 2007 and 31 March 2006 i the ordinary share capital of the Company (2 beneficially held) were as follows

31 March 2007 31 March 2006
number number
J Pither
F Maguire 1,200 1,200
E McDad 375,383 498,383
S Roflason
G Wnght 47407 A4T 107

During the perod from the end of the financial year to 6 September 2007, Dr S Rollason subscnbed for 8,825 Placing shares at a price of 5t0p each,
represanting 0 18% of tha Company's (ssuad share capital foflawing tha Placing Mo othar Director increased his wterast in ths issued ordinary share capital
of the Gompany On 26 Apnl 2007, £ McDaid and G Wiight each transferred 4,000 ordinary shares to each of three former Directors of the Company These
transfers were done for nil consideration
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REPORT OF THE DIRECTORS// continued

SUBSTANTIAL SHAREHOLDINGS
With the exception of tha following shareholcings, the Directars hava not baen advised of any indicual interast, or group of interests held by persons acting together,
which at 21 August 2007 excesd 3% of the Company's 1ssued ghare capttal

ntimber %

* Chase Nominees Limited 985,810 20 7%
Mr Edward McDaid & Mrs Kathleen McDaid 383,383 7 6%
** Cancaturs Investmants Limted 335,107 70%
Goldnan Sachs Secunties Nominees Limited 232,327 4 8%
The Bank of New York (Nominess) Limited 187,000 39%
Detitsche Bank Akttengesellschatt London 184,092 3 8%

“he holding of Chase Nominees 11d mncludes 852,841 shares held by Bluehane Investors LLP which accounts for 20 0% of the Company's issued share capital
Dr Stuart Rollason 1s also a Director of Bluahone Investors LLP  Dr Rollason owns 8,826 shares in the Company

*“*Canicatura Investmants Ltd s a company wholly ownad by Mr Gordon Winght, a Diractar of the Gompany

Percentaga of Shares nat in public hands (as defined in the AIM rules) 34 7%

EMPLOYEES_
The Group places considerable value on the iavolvament of Its employees and they are regularty brefad on the Group's activities through consultative meetings

Equal opportundy is given 1o all employees regardless of their gender, colour, race, religion or ethnic angin

Applications for employment from disabled persens are always fully considered, bearing in mind the aptitudes of the applicant concemnad In the event of members
af staff becoming disabled, every effort Is made 1o ensire that thelr smployment withn the Group cortinues and that appropriate tralning 1s arranged 1t 1s the policy
of tha Group that the training, career developrrent and prometion of disabled persons should, as far as possible, bs identical with that of other employees

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES_
The Group uses vanous financial nsiruments, induding cash, equily share capital &nd vanous other tems, stch as trade debtors and trade creditors that anse directly
from s operations, The man purpose of these financial instrumerds 1s to raise finance for the Group's operalions

The axistence of thesa financial nstruments exposes the Group te a number of financial nsks, which are descnbed In more detall below

The main nsks ansing from the Group's iinancial mstruments are marksl nsk, cash flow interest rate nsk, liquidity nsk and credit nsk. The Dreclors review and agree
policies for managing each of these nsks and they are summarised below These policies have remained unchanged from previous years

MARKET RISK_
Market Hsk encompasses two typaes of nsk, being currency nsk and far vakie interest rate nsk  The Group's policies for managing far value interest rate nsk are
consrdered along with those for managing cash flow interest rate nsk and are set out in the subsection entitled *mterest rate nsk” below

CURRENCY RISK

The Group Is exposed 1o transtation and transaction foreign exchange nsk. In relation to translation nsk, as far as possible tha assets hetd in the foraigh curency are
matched to an appropnate level of bormowangs in the sama currency  Transachion expostres, nduding these assoctated with forecast fransactions, are hedged when
known, pncipally uslng forward currency contracts. Whitst the am 1s to achieve an economic hedge the Group doas not adopt an aceounting palicy of hedge
accounting for these financlal statements

The majonty of the Group's sales are to customers in Australla or the United States These sales are priced i ather Australlan or US dollars and invoiced m the
currencies of the customers invalvad  The Group policy Is to try to match tha tirming of the setting of these sales and purchase INvoices S0 as to elimenate, as far as
possible, currancy exposures. Whera thers 15 a matenal residual exposura the Group uses forward currency contracts to minimise the nsk assoclated with that
exposure

The tables below show the extent to wiich the Group has residual financial assets and habwiities, after 1aking accourt of forward currency confracts, in curencies
other than Stering  Foreign exchange differences on retransfation of these assets and liakxltres are taken to the Profit and Loss account of the Group

Net foreign currency monetary asset
Austrahan Dollar Eurg Us Dollar total
£000 £00G £000 £000
2007
Sterling 449 8 564 1,021
2006
Starling 420 8 224 652
LIQUIDITY RISK_

The Group seeks to manage financial nsk by ensunng sufficient liquidey 1s available to meet foresesable needs and to invest cash assats safely and profirably
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INTEREST RATE RISK_
The Group financas s aperations through retained cash reserves

The inferest rate exposure of the financial assets and liablities of the Group as at 31 March 2007 ts shown in the table balow  The table ncludes trade debtars and
craditors as these do not attract nterest and are therefora subject to fair value interest rate nsk.

Interest rate
fheed floating 610 fotal
£000 £000 £000 £000
Financial assets
Cash 112 1,187 181 1,480
Other deposits
Trade debtors
112 1,187 181 1,480
Financial llabilies
Overdrafts
Bark loans
Trade creditors 188 188
188 188
CREDIT RISK_

The Group's principal financial assets are cash and trade debtors. The cradit nsk associated with the cash is limited s the counterpartigs have high credit ratings
assigned by international cred? rating agencies  The pnnaepal credit nsk anses therefore from its frade debotors.

In order to manage credit nisk the Direclors set limits for customers based on a combination of payment history and third party credd referances. Credit bmis are
reviswed by the credit controller cn a regular basis in comunction with debt ageing and callection history

CREDITOR PAYMENT POLICY_
The Gomparty's current policy conceming the payment of the majorty of ts trade creditors 1s to follow the Batler Paymertt Practice Code issued by the Better Payment
Practice Group {copiss dre available from the DT} For other suppllers, the Compary's poficy is to

{3) satils the terms of paymert with those supphers whan agreaing the terms of sach transaction,

{b} ansure that those suppliers are made aware of the terms of payment by inclusion of the relevant terms i contracts, and

{c} pay in accordance with #s contractud and other Isgal obligations

The paymert policy applies to all payments to creditors for revenue and capital supplies of goods and services without exception

Wherever possitle UK subsidianes follow the same policy and the overseas subsidianes are ancouraged {o adopt @ similar poficy apphying local best practice
Tha Group's average creditor paymeant penod at 31 March 2007 was 23 days (2006 18 days)

CHARITABLE AND POLITICAL DONATIONS_
Burng the year the Group miade no chamtable or political donations {2008 i)

POST BALANCE SHEET EVENTS_

In refation to one of is device development appications, on 24 July 2007 the Directors announced a licensing and supply agreement for the evaduation of Elast Fon™ by
a global medical devics company  The agreernent included an option for the bcensee to acqure certan of the Group's intelectual property nghis. Under the terms of the
agresmant, the Group receved an up-front licence fee payment mended 1o compensate the Group for inal costs related to the agreement  Contingertt upon a nurmioer
of key conditions being satisfiad, the Group would also be eligible to receive subsaquent milsstone payments wirch could total up 1o approxmataty $32 milior: plus potantial
matenal supplies revenue and royathes. In the short term, this agreement s not expected o have a material mpact on the Group's financal position.

Asa an 24 July 2007, the Board announced that, subjedt o the passing of the Resolutions &t the Extraordinary Genera Mesting which was held on 20 August 2007, the Company
had taised £56 1 milbon, before expensas, through the Placing of 1,000,000 new Ordinary Shares, at a prica of 510p per sham The proceeds of the Placing wers intendad

* to expand the manufacturng capabity of its Melbourne facility in order te enhance manufackunng margins by bringing Bast Eon™ raw matanal manufacturs in-houss,
* 1o fund addttional component manufacture to supplement the Company's existing tachnology Ih haart valves and breast implants,

+ to fund the hire of further employees for the sales and marketing department and a fuf) ime Finance Directar, and

+ 1o provide working capital for the Compary

Dealings i the Placing Shares as 1ssued cormenced on 21 August 2007

ANNUAL GENERAL MEETING _
The nalice corverng the Annual General Meeting for 10 00am on 2 October 2007 at The Hogarth Partnership, 2nd Hoor Upstream, No 1 London Brdge, London SE1
980G 5 set out cnpage 30 Thers are a nurmiber of resoiubons to s passed and further irfomation in relation 1o thase resolutions s sef out below.

RESOLUTIONS 1 TO 4_

Resohtion 1 provides for the approval of the Company’s financial statements for the year ended 31 March 2007 Resolution 2 provides for approval of the Report of the
Remuneration Commttee for the year ended 31 March 2007  Resclution 3 deals with the re-appoiniment of the one Direclor required by the Company's Articles of
Association to retire this year  Resclution 4 deals with the re-appomtrment of Grant Thomton UK LLP as the Company’s audiors.

Resolution 5 authonses the Direclors to altot shares up o a nomind value of £4,008,565  This nurnber repwesents one-inerd of the Cormpary's issued share capital followmng
the Placing n August 2007 Resolution 6 disgpplies pre-emghion nghts in relation to a spectfied number of shares. This figure represents 5% of the issued share captal
Resohtons 1 1o 4 are termed ordinary business. Resohibons 5 and € are termed special businass

J G D Parsons
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STATEMENT OF DIRECTORS RESPONSIBILITIES//

The Directors are rasponsible for K;epanng the Annual Repart and the financial statements In accerdance with applicable faw  The financlal statements have been
prepared under Unitett Kingdom Accounbng Standards United Kingdom Generally Accepted Accounting Prachice)

Compzny law raqurres the Directors to prepare Financial Statemants for each financtal year that glva a true and falr view of the state of affars of the Gompary and
the Group as at the end of the financial penod ard of the profit or loss of the Group for that penod

The Drectors consider that, In prepanng these Hnancial Statements, they have used appropriale accouring policles, Gonsistently applied and supporied by
reasoniable and prudent judgernents and estimates and that all accounting slandards that they consider to be applicable have been followed

The Directars are responsibils for Kesping proper accounting records that disclose with reasonable accurasy at any tme the financial postion of the Company and
the Group ard to enablg them to ensure that tha Financial Statements comply with the Comparies Act 1985  They are responsible for safeguarding the assats of
the Company and the Group and hence for takang reasonable steps for the prevention and detection of fraud and ofnar Imegulanties

In sc far as the Directors are aware

* there Is no relevant auds informatlon of which the Cormpany's audiors are unaware, and

* the Dirgrctgst ha;va ia%en ah steps thal they cught 1o have taken to make thermselves aware of ary relevant audit information and 1o establish that the audiiors are
awars of that Infarmation

The maintenance and |me?my of 2l AorTech websites 15 the responsibllity of the Directors, the work samed out by the audrors doas not involve consideration of thesa
matters and, accordingly, the auditors accept o responstbiity for any Financial Stalements or assoclated inforration which are contained in these websiies

Legrdlation in the Uimted Kingdom governing the preparation and dissemmation of Financial Statements may drffer from legislation in other junsdictions
By order of the Board

J G D Parsons
Company Secretary, Surbiton, 6 September 200

CORPORATE GOVERNANCE//

The Group currently has a reducad Gerporate Governanca structurs, reflecting the prasent development stage, the size of the business and the Diractors’ assessment
of the cost benefit balance of full Corporate Governance  The situation will however continue to be kept under review in the ight of angoing corporate developments
and up-scaling of activiies.

DIRECTORS_

The Compary (s controlled by the Beard of Directors which, at 31 March 2007, cornpnised one Execulive and three non Executive Diractors, and a non-Executive
Chairman  All Directors are able to take independent financial advice In furtherance of thelr dulies f necessary
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ACCOUNTABILITY AND AUDIT//

The Board indudes 2 datarled revew of the performanca of the Company in the Charman’s Statemert on pages 1 to & Reading this slongside the Raport of the
Direstors on pages 7 to 9, the Board seeks to present a balanced and understandable assessment of the Gompany's position and prospects

INTERNAL CONTROL_

Tha Board has formalisact the review and reporting of the mam ntermal controls within the busnass. In pravious pentods, the Directors commassionad a nsk raview exerclse
i tha coursa of which the kay nsks faong the Company wers dentfiod These areas weludad regulatory, research and development, cormmsteial, Puman rescurces ang
Informttion technology The Board wil continue to revew the system of ntarnial contrals within the Group

The Board of Directors is responsible for the Group’s syslam of intemal financial centrots. Howaver, i should be recogrisad that such a systam gan provide anly
reasonable and nct absolule assurance against matanal misstaternent o loss

The prncipal slements of the system mnclude
A cloarly defined structure which dalegates authonty, rmspansiblzy and accourtabilty

A compranensive systern for reporing fnarcial results Actual results are measured monthly agamst budget which together with a commantary on varlances and
other unusual #ems allows ihe Board to monttor the Group's parformance on a regular basis

A comprehansiva annual planning and budgsting programma
A revision of annugl forecasts on a perodic basis

Thers is no Independert Intemat audtt function The Directors believe that such a function would not be cost effective given tha current size of the Group but they wil
continue to monttor the situation as the Group goas fotward

The Board has reviewed the effectivenass of the system of Internal controls as outined above and conaiders the Group has ar established system which the Directors
beleve to be appropnate to the business

AUDIT COMMITTEE _

The Audit Gommittes, compnsing the non-Executve Directors, mests al least twice par year and overviews the mornitaring of the Group’s infemal controls, accounting
pokcies and financie reporting and provides a forum through which the external auditors report it meets at least once a ysar with the external auditors without
Exectitive Board members present

GOING CONCERN_

After making appropriate enquines and reviewing budgets, profit and cash flow forcasts, and business plans, the Directars have formed a judgeman at the time
of approving the financlal statements that there 15 a reasonable expactation that tha Group has adequata resources to continus i oparalional existence for the
foresaeable future For this reason the Directors consider that the adoption of the geing concern basis in prepanng the Group's financial statements (s appropriate
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REPORT OF THE REMUNERATION COMMITTEE//

Thes raport has been prepared In accordanca with the Diractors’ Rarmuneration Rapott Regulations 2002 which Intraducad new statutory requiemeants for tha disclosure of
Directors' remunaration in respect of perlods ending on or after 31 Dacember 2002 The report also meets the relevant requraments of the Listing Rules of the Financial
Services Authorty and descrbes how the Board has applied the Principles of Good Governance relating to Drectors' remunesation. As requered by the Raguiations, a
resolLition to approve the report wil be proposed at the Annual General Meeting of the Company at which the financial statemerts wil be approved

REMUNERATION COMMITTEE_,
The Rermuneration Comemities compnses the nor-Executive Directors as folows

Dr 8 Rollasen (Chatrman)
E McDaid

J Pither

G Wright

As appropniate the Committee may nvite the Chief Exacutive to participate i some of s discussions No Director plays a part n any discussion about his own
remunieration

The Committee 15 responsibie for determiring the terms and condiions of employment of Executive Directors R 1s also responsible for considenng management
Tecommendations for refmuneration and employment terms of the Compary's stalf, mchiding incarive arrangemerits for bonus paymertts and grart of shara options

The constitution and operation of the Commities 1s i compliancs with the provsions of the Gomiined Gode on Corporate Governance Wen setiing its remuneration
pokcy the Committee gives full consideration to the provisions and primciples of the Combined Gode I settmg the policy £ considers a number of factors including

the basic salanes and benefits avalable to Executive Directors and senior managsmert of comparable companies

the need to atiract and retan Directors and senior managemert of an appropnate calibre

tha nead to snsure Executive Directors” and senor management’s commitmert to the future Success of the Company by means of mcentive schemes
REMUNERATION OF NON EXECUTIVE DIRECTORS_
Tha remuneration of the nen-Exacutrve Directars s determined by the Board with referenca to the annual survey of independant Directors carlad out by Indepandent
Remunaration Sokilions
The non Executive Direciors de nat receive any pension or othar benefits from the Compary, nor do they partcipate in any of the bonus schames.

The non Execlive Directors have service agreements which are reviewed by the Board annually and they are also included in the one third of Directors subject o
retirement by rotation at each Annual Genera Meeting

REMUNERATICGN OF EXECUTIVE DIRECTORS_

The Executive Directors have service confracts which can be terminated on one year's notice by ether party The Remuneration Committee will review each case of
early termination sdvidually In crdar to ensure compensation sattiements are made which are appropriate to the crcumslances, taking care to ensure that poar
performance 15 nat rewarded Tha most recant axecutad condract for the Executive Directors was for F Magure 8 Dacember 2002

The Company s remuneraiion polcy for Executive Directors 15 1o

hava regard to the indvidual’s experience and the nature and complaxtty of their wark in order to pay a competftive salary that attracts and retains management
of the highest quality

ke incdviduat remuneration packages e the Group’s long term performance through the award of share options and banus schemes.

provide post reffrement beniefits throlgh defined contnbution pension schemes

provitle employmant related benefits ncluding the prowision of a company car, ife assurance, madical iInsurance and insurance relating to the Indvidual's duties
SALARIES AND BENEFITS

The Remuneration Committee meels twice each year to consider and set the annual salanes and benefits for Exacutive Drractors, having regard to personal
performarnce and iIndependsnt adMce concermmg comparable crganisations.

PERFORMANCE RELATED BONUSES_

An annyg performante telated bonus scheme is operaied by the Group  Under the schesme onuses are payable o Execuive Divectors subject fo terms laid down
by the Rernuneration Committee from time to trme  In July 2008, F Magure was awarded a bonus of £15,000 by the Remuneration Comynittee i recognition of
Hast Eon™ in human use
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SHARE OPTIONS_
The Gompany operates a Share Option Scheme and an Unapproved Share Opbon Schema

Only Exacutive Directors and employess of the Group residsnt in the UK ara eligible to participate i the Share Option Scheme which has been appraved by the Inland
Ravenus under the provisions of Schedule 9 1c the Incoms and Gorporation Taxes Act 1988

Any person who at the date of grart s approved by the Board 1s entitlad to paricpate in the Unapproved Share Oplion Scheme
The award of options under both schemas is at the discretion of tha Rermuneration Commitiee

The ophons 1ssued to date under both schemes will anly be exeraisable if the average nvd market closing prce of the Company’s shares on the five business days
pror to: the date of exercise exceeds ths opticn prce by 15% or more

PENSIONS_
The Group made cantributions to a personal pension plan for F Maguire at the rate of 10% of pensionable safary

DIRECTORS' EMOLUMENTS_
Detatls of indnadual Directors® amoluments for the year are as follows

2007 2008
salary banefits pension
and fees inkind contnbubons total total
£ £ £ £ £
Executive

F Magurre {appointed 1 July 2003) 207,678 7,200 13,810 228,608 148,131

Nor~exscutive
{ Pethar {Chalrman) (appolntad as Charman 12 May 2005} 32,000 - 32,000 37.000
L Rostron {asigned as Chalrman 12 May 2005} - 6.000
P Gibson {resigned 12 May 2005) 3,000
Dr S Rollason {appolited 13 May 2005) 20,500 20,500 10,500
£ McDad fappanted 14 November 2006 20,000 20,000 7,750
G Wright (appointed 14 Novernber 2005) 18,000 18,000 6,725
298,178 7,200 13,810 319,188 228,331

Benefits in kind mchude the prowssion of a company car and medical insurance

J Pither 15 employed by Surrey Management Services Limited ("Surrey”) in the provision of services fo the Company Al of the emoluments of J Pither above are
represented by payments made by the Company lo Surray in respec! of these services

Dr S Roliason 1s employed by Biuehone investors LLP {*Blushone”} in the provision of services to the Company Al of the smoluments of Dr § Hollason above are
represented by payments madea by the Company te Blushone n respect of thess services

Dwectors' mterests in shares
The inferasts of Directors In the sharas of the Company are included in the Directors’ Report on page 7

ADRTECGH INTERNATIONAL PLE | 13



REPORT OF THE REMUNERATION COMMITTEE// continued

Directors' interests in share options
Detals of aptions held by Directors are set out below

(i} Share Option Scheme
Number of Options
at 1 apnl granted/{expired) at 3t march exercise date from which expiry
2006 dunng year 2007 prce exercisable date
F Maguire 12,000 12,000 250p 11/07/2005  11/07/2012
{Ii} Unapproved Share Option Scheme
Number of Oplions
at1 apnl granted/{expred) at 31 march exercise date from which expiry
2006 dunng year 2007 price exercisable date
F Magurre 7,000 7,000 250p 11/07/2005  10/07/2012
19 000 18,000 280p 08/08/2005  07/08/2012
25,000 25,000 250p 14/07/2006 130772018
203,000 200000 250p /062007 20/08/2014
J Pither 20,000 20,000 325p 01/09/2008  01/09/2016
Dr S Roflason 13,000 13,000 325p 01/09/2002 010872016

The range m the mid market pnce of the Company's shares dunng the year ended 31 March 2007 was from 310p 10 592 5p  The mid market pnce on 31 March

2007 was 580p
On behaff of the Board
Dr Stuart Rotlason

Charrman of the Remunerabon Committee
6 Septernber 2007
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REPORT OF THE AUDITORS//

REPORT OF THE INDEPENDENT AUDITGRS TO THE MEMBERS OF AORTECH INTERNATIONAL PLC_

Wa have audited the Group and parent Company finencial statements {the “financiat statements'} of AcrTach Internatinal pic for the year ended 31 March 2007
which campnse the consolidated profit and loss acoount the Group and Company balance sheets, the consolidated cashiiow statemert, the conschdated statement
of fotal recognised gains and losses and notes 1to 28 These financil statements have been prepared under the accounting policies set out theren

This report is maca salely to the Company's members, as a body, in accordance with Section 235 of the Companias Act 1985 Qur aucht work has besn undartaken
£0 that we might state to the Company's members those matters we are requred to state to them in an auditors’ report and for no ofher purpose To the fullest
extent parmitted by law, we do not accept or assume responsibility to anyona other than the Compary and the Company s members as a body, for our audit work,
for this report, or for the opinions we have formad

RESPECTIVE RESPONSIBILITIES OF DIRECTCRS AND AUDITORS_
The Directors' responsibilties for prepenng the Annual Report and the financial statements in accordance with Unitsd Kingdom law and Accounting Stancards
(United Kingdom Generally Accepted Accounting Practice) are set out in the Statement of Directors' Responsibiities

Qur responsibility 1s to audit the financial stalements in accordance with relevant legal and reguiatory requrements and International Standards on Auditing
(UK and Ireland)

Wa report to you ur opinion as to whether the financial staterments give a true and fair view and whether tha fnancial statemants are property preparad in accordance
with the Compardes Act 1985 We also report 1o you whether the information given in the Report of the Directors 1s consistent with the financial statements  The
information given i the Repert of the Directors includes that specific information presented in the Chaiman’s Statement that 1s eross referrad from the Review of
Business and Future Developments saction of the Repert of the Directors

in addibon we repon to you i, In cur gpinion, the company has not kept proper accounting recards, if we have not recewved all the nformatlon and expianations we
require for our audd, or if Information specified by law regarding Directors’ remunaration and other transactions 15 not disciosed

We read other inforrnation contaned in the Annual Report, and consider whether £ 1s consistent with the audited financrat staternents Trus other information comprisas
only the Charman's Slatement, the Report of the Directors the Corporate Governance Statement, the Accountabilty and Audtt Statement and the Report of the
Remuneration Commitiee  We consider the implications for our report If we become awars of any apparent misstalements or matenal inconsistencies with the
financial statements  Cur responstbiliies do not extend to any other information

BASIS OF AUDIT OPINION _

We conducted our audit In accordance with Intemational Standards on Audting (UK and Irefand) 1ssued by the Auditing Practices Soard  An audit includes
examination, on a test basis, of endence relevant to the amounts and disclosures m the financial stalements 12 alge ncludes an assessment of the significant
estmates and judgements made by the Directors in the preparation of the financial statements, and of whether the accounting policies are appropnate to the Group's
and Company's circumstances, consistently applied and adequately disclosed

We plannad and perforrmed our auddt so as to obtain all the information and explanations which we considered necessary in order to provide us with sufficient evdenca
to give reasonable assurance that the financial statements are fraa from matenal misstatement, whether caused by fraud or other iregularty or emor  In forming our
opinicn we &lso evaluated the overall adequacy of the presentation of information in tha financial statements

OPINION_
In our opinicn

= thefinanclal statements gve a true and far view, in eccordance wath United Kingdom Generally Accepted Accounting Practics, of the stats of the Group's and
the parerst Cempany's affars as at 31 March 2007 and of the Group's loss for the year then ended,

*  the financial statements have been properly prepared i accordance with the Companies Act 1985, and

« the information grven n the Report of the Directors 1s conststent with the financial statements for the year ended 31 March 2007

GRANT THORNTON UK LLP

REGISTERED AUDITORS G;’i ule P
CHARTERED ACCOUNTANTS

Leicester

6§ September 2007

The mantenance and integnty of the Company's website i the responsibility of the Diractors the work camed out by the auditors does not Involve consideration of
these matlers and, accordingly, the audtors accept no responsibiity for any changes that may have occured to the financial statements since they were intially
presented on the website
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CONSOLIDATED PROFIT AND LOSS ACCOUNT//

FOR THE YEAR ENDED 31 MARCH 2007

Notes 2007 2006
£000 £000
Tumover 2 216 1,425
Continuing operations
Cost of sales 3 (158) (223)
Gross profit 118 1,202
Net oparating expanses 3 {2,348 (1,8687)
Net operating expenses include
Development expenditure {821) {634}
Amortisation of mtangible assets {96) e}
Group operating loss 3 {2,230) {665
Interest recalvabla 5 109 142
Loss on ordinary activities before taxation 2 (2121) {623)
Taxation 8
Loss for the financial year 2 212) {623)
Loss per ordinary share 10
Basic and diutad (65.67p) (13 740}
Thera fs no difference betwsan the losses stated apove and their histonical cost equivalsnt,
Al results are denved from continuing operations.
CONSOLIDATED STATEMENT OF TOTAL RECOGNISED
GAINS AND LOSSES
FOR THE YEAR ENDED 31 MARCH 2007
2007 2006
£000 £000
Loss for the financial year (2,121) 523)
Currency tranglation differences arfsing on consclidation {25) {23}
Total osses recognised since last annual report 2,146) {546)
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BALANCE SHEETS//
AS AT 31 MARCH 2007

graup company
notes 2007 2006 2007 2006

£000 £000 £000 £000
Fixed assels
Intangible assets i 1,262 1,360
Tangble assets 12 472 240
Investment in subsidiary undertakings 13

1,734 1,600
Current assets
Stocks 14 83 140
Debtors amounts faling due within one year 15 374 1,304 152 175
Debiors amounts faling dus after one year 15 8715 7,630
Cash at bank 1,480 2716 458 2,062

1,943 4,160 9,325 9.867
Creditors amournts faling due within one year 16 - (520) {508) (180} {17}
Net current assets 1423 3,652 9,145 8,750
Total assets less current liabdites 3,157 5,252 9,145 9,750
Creditors amounts failing due after more than one year 16 {195) {144)
Net assets 2,962 5,108 9,145 9,750
Capital and reserves
Called up share capial 18 9,526 9,526 9,526 9,526
Ofther reserve 20 {2,003 {2,008
Profit and loss account 20 {4,561} (2,415} (381) 224
Equity sharehclders’ funds 21 2,962 5,108 9,145 9,750

The financial staternents on pages 16 to 29 were approved by the Board of Cirectors on 8 September 2007 and signed on its behalf by

J Pither, Charman

F Maguire, Chief Executive f sz; .
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CONSOLIDATED CASHFLOW STATEMENT//
FOR THE YEAR ENDED 31 MARCH 2007

nates 2007 2006
£000 £000

Met cash outflow from operating activibes 22 {804) (1,189
Retums on Investment and servicing of finance
Interest recelved 108 142
Taxation
Ressarch and developmenit fax cradits recened {©9)
Capital expendrtura and financial iInvestment
Purchase of tangible fixed assets 420 {119)
Net cash outflow from capital expendrure and financial investment {420) (9
Cash outflow befora management of lijuid resources and financing {1,215) {1,265
Managament of hiquid resources
Cash relaased from short tarm deposit 1,582 1,658
Increase in cash I year 23 37 303
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NOTES TO THE FINANCIAL STATEMENTS//
FOR THE YEAR ENDED 31 MARCH 2007
1 PRINCIPAL ACCOUNTING POLICIES

Tha financial statlements hava been praparad in accomlanca with applicable United Kingdom Accounting Standards, up to and including Financlal Reporting Standard
(‘FRS") 28 A summary of the more impartant Grouip accounting policies, which have been apphed consistently, 1 sel out below The pincipal accounting policies
reprasent the mast appropriate i actordance with FRS 18

BASIS OF ACCOUNTING_
The financial statements are prepared In accordance with the histoncal cost corverifion

BASIS DF CONSOLIDATION_

The consolidated financial statements include the financial statements of the Company and fts subsidrary undertakings made up to 3t March each year Inira group
sales and profits are elimmated on consolidation

As permitted by the Companies Act 1985, a separate profit znd loss account for AorTech Irternational e is not presented as the resulis of the Company are mchuded
in the consohdated profit and loss account

GOODWILL_

Goodwil ansing on consohdation represants the excass of the fair vdlue of the consideration given aver the falr value of the identifiable net assets acquired Goodwill
ansing on the acquisition of subsidiary undertalangs Is capitalised and amorlised gver 48 econornic Ussful ife, subject to a maximum of 20 years A full Imparment
review Is parfarmed at the end of each firancial year in accordance with FRS 10 “Geodwill and Intangible Assets™ and any excess of the carmying value over the
resufting racoverabie amount s charged to the profit and loss account in that year

INTELLECTUAL PROPERTY_
Intellactual propety reprasents the cost of acquisttion of patents, trademarks and copyrights Amortrsation 18 providsd on inteflectual property to writa off the cost in
equal annual mstalments over ds estimated economic Iife of up to 20 years.

TANGIBLE FIXED ASSETS_

The cost of tanyioie fixed assets 15 thelr purchase cost, together with any naidental costs of acyusihor. Depreciaiion cormences once an asse! is brought mto use
and 1s caiculated 5o as to wile off the cost less estimated residual value of tangible fixed assets on a dimmishing value Dasis over ther expecied usefu sconomic
fives as follows

FProperty improvements over term of lease of 10 years i less
Pant and souprment 10 years
Fixtures and fithngs 4 10 ypars

RESEARCH & DEVELOPMENT EXPENDITURE_
Al research and development expenditure is wrtten off as incurted

HIRE PURCHASE AND LEASE COMMITMENTS_

Hire purchase and leasing agresmants which transfar to the Group substantially afl the benefits and nsks of ownership of an asset are freated as If the assst had begn
purchased outnight The assets are included i fixed assets and the capital element of the hire purchase and leasing commitments are shown as obligations under
hire plirchase contracts and finance leases

The rentals arg treated as consisting of capital and interest slements The caprital elemant 15 apphed to reduce the outstanding obligatrons and the irterest elemert is
charged to the profit and lose account evenly over the perod of the confract Assets held under hire purchase confracts and finance leases are depreciated over the
useful ives of equivalent owned assets

Costs in respect of operating leases are charged to the profit and loss account on a straight ire bamis over the lease tarm

STACKS_

Stocks are valued at the fower of cogt and het realisable valus In general, cost 15 datermined on a first o first out basis In the case of manulactured praduets, gost
wicludes all diect expanditure plus altrbutable ovarhaads based on a normal lavel of actaty Nat realisable value s basad on estirmated selling paces less any further
casts expected to be mcurred to complstion and dispasal.

FOREIGN CURRENCIES_

Assets and habilitles of subsidianes In foreign currencies are transiated into stering al the rates of exchange ruling at the end of the financlal year and the results of
foreign subsichanies are tranglated at the average rates of exchange for the year Differences on exchange ansing from the retranslation of the opening net investment
in the subsichary undertakings, and from the translation of the results of those compamies af average rales, are taken 10 reserves and are reported in the statement
ot total recognised gams and Josses. Al other foreign exchange diffarences are faker to the profit and loss account in the pentod in which they anse Transaclions in
forelgn currencies are recorded af the rale ruling at the date of the transaction ar at the contracted rate If the transaction 15 covered by a forward exchanige corftract
Monetary assals and hsblities denomingied m foreign currencies ara refranslated &t 1he rate of sxthange rling at the balance shest date or 1 approprate &t the
forward coritract rate
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NOTES// continued

TURNOVER_

Tumover excludes value added tax and sales belween Group compantes and Is recogrised as Tollows

Ravenus retaling 1o the supply of matenal and fimshed goods to customars is recogrised when products are defivered to customers

Licance revanues, 1n respact of upfront peyments for access by thid parties o the Gompary's fechnology, and miestons payments are recognised once the
Company's obbgations for each milestone have been met and the Company has achleved a right to be paid in retum for ds contractua performance

Royatty revenues are recognised as earmed in accordance weth third parties’ sales of the underfying products.

DEFERRED TAXATION_

Full provision 18 made ot a non-discounted bagis for deferred tax iabdities ansing from timing differences Defermed 1ax assets are recognised to the extent that they
are regarded as recoverable Oeferred fax 1s measured at the tax rates that are expected fo apply in the perods in which the timang differencas reverse, based on
the rates and laws enacted or substarbially enacted at the balance sheet date

GOVERNMENT GRANTS_

Governiment grants in respect of capital expendiure are credited to a deferred income account and are released to the profit and loss accaunt oh & diminishing value
basls over the expected useful hves of the relevart assels  Government grarts of a revenus nature are credied to the prefit and loss accourt in the same period as
the related expenditure

PENSIONS_

The Group operalies Gefined Gontribution pensicn schemes Contibutions are chargad o the profit and loss account as they become payable 1n accordance with
the rulss of the schemes,

2 SEGMENTAL ANALYSIS BY CLASS OF BUSINESS AND GEOGRAPHICAL AREA

{a) Class of husiness The Group operates one dass of busnass
{b} Geographical area  The analysis by geographical area of the Group's tumover, loss before tax and net assets is set ot beow

@ Turnover 2007 2006
Sales by Sales by Sales by Sales by
destination ongin destination ongn
£000 £000 2000 2000
Geographica) segment
United Kingdom 8 36
Rest of Europe
Rest of World 268 276 1,389 1,425
276 276 1,425 1425
(i Loss before taxation 2007 2006
£000 jo
Geographical segment
United Kingdomn {818) {689)
Rest of Europe
Rest of World {1,412} 24
Loss befora interest {2,230) {665)
Net interest recelvable 109 142
Loss on ardinary actvities befere taxation (2,121) (523)
{iii} Net assats 2007 2008
£000 £000
Geographical segment
United Kingdom 445 2.128
Rest of Europe
Rest of World 2518 2,979
2861 5107

20 | AGRTECH INTERNMATIONAL PLC



3 TURNOVER, COST OF SALES, GROSS PROFIT, SELLING AND MARKETING

COSTS AND ADMINISTRATIVE EXPENSES

2007 2008
L] farii}
Tumover 76 1,425
Cost o sales {158) {223
Gross profit 118 1,202
Salng and marketing cosis (147) (244)
Acrmirystrative expenses.
Devalopment axpendiiure {B21} (634)
Amortsation of intangible fixed assets (148) 22
Cther {1,232) {890)
Total admnstratve expenses (2,201} (1.623)
Net oparatng expenses {2,348) {1,867}
Group operating loss {2,230} (865
4 OPERATING LOSS - -
£000 £000
The operating loss s stated after charging
Dapreciation and amartisation charge far the year
Intangible owned assets 96 99
Tangble owned fixed assets 133 72
Operating lease reids
Cther 139 4]
2007 20086
EOOD £000
Grant Thomton Grant Thomfon  Prcewalerhouse
UK LLP UKLLP Coopers UP
Services to the Company and 1ts subsidiaries
Fess payabla to the Company's alditors and its associates for the audt of the financiaf staterments 29 28 4
Fes payable 10 the Cormpany's audiors and s asseciies for other seraces
Auddt of the financial statements of the Gompany's subgidianes pursuant to legrelation 4 7
Other services relating to taxation & 4 5
39 39 ]

Tha audt fes analysis above includes amounts paid to the associatss of the Company's auditors
In Australia for roview work in connection with the Augiralian subsidiary totdling £12,000 (2006 £13,000)

ADRTECH INTERNATIONAL PLC | 21



NOTES// continued

5 INTEREST RECEIVABLE

2007 2006
£000 £000
Bark nierest 109 142
6 DIRECTORS' EMOLUMENTS
Detafed disclogures of Orectors' indnadual vermuneration and share options are given In the repart of the Remuneration Comimsttes on pages 12 and 14
2007 2006
£000 £000
Aggregate emolumants 305 215
Company pension contributions to money purchase schemes 14 14

Included in aggregate smoluments for the yaat ended 31 March 2007 are payments of £52,500 {2006 £65,500) made by the Company to third parties

The tughest paid Direclor receved total emoluments of 228,688 including pansion contnbutions of £13,810 (2006  total emaoluments of £148,131 indluding

pension contributions of £13,542)

7 EMPLOYEE INFORMATION

The average monthly number of parsoris fnckiding Exacuitve Diractors) employed by the Group dunng the year was 2007 2008
numbar numbar

By activity
Produgtion 3 3
Sales 1
Development & Qualty Control 1 10
Administration 3 3
17 17
Staff costs (for the above personsy £000 £000
Wages and salares 723 624
Social secunty costs 59 70
Other pension costs 25 24
807 718

Staff costs incurred include redundancy payments of Cnd {2006 £27,282)
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8 TAXATION

No tax anses on the |oss for the year {2006 nil)

The tax assessed for the year differs from ths standard rate of corporation tax in the UK of 30% (2006 30%) The differences are explaned as follows

2007 2006

£000 £00C
Loss an ordinary actwities befora tax {2121) {523)
Loss on ordinary activities rmuitpied by standard rate in the UK of 30% 30%) {636} f157)
Effects of
Depreciation for the penad In excess of capital ellowances and other timing differences 7 1
Expensgs not deductible for tax purposes and other permanent tax differances 59 18
Losses utlisad {30)
tosses not utlised 550 158
Tax charge

Unrelieved tax fosses reman avalabie to offset aganst futwre taxable profls  Thesa losses have not been recognised as deferred tax assets within the financial
statements as they do not mest the conditions required in accordance with FRS 19 1.0sses carred forward in the UK total £2,401,144  tax affect is £720,343
(2006 £2,401,000 taxeffectis £720,000) Losses camed forward m Austrabia total £4,304,006 tax effect £1,201 472 (2006 £4,305,000 tax effect £1,282 000)

9 1L0SS FOR THE FINANCIAL YEAR

As permitted by section 230 of the Comparies Act 1985, the parent Company's profit and loss accours has not been included in these financial statements, The
parent Camparty's Joss for the financial year was £610,164 (2006 £550,302)

10 LOSS PER ORDBINARY SHARE

The basic loss per ordinary share is cakeufated on the loss of the Group of £2,121,321 (2006 loss of £623,348) and on 3,810,278 {2008 3,810,278) equity shares,
being the weighted average rumber of shares deemed 1o be nissue  The axerdise of share optiens walld not have baen diutive znd accordingly the basic and
dilutad loss per share arg the same

11 INTANGIBLE FIXED ASSETS

Group intefsctual

property goodwill total

£000 £000 £000

Cost
At 1 April 2006 1,943 16,501 21,444
Bxchange differences ) (1)
At 3 March 2007 1,942 18,501 71,443
Amonisation
At 1 Apri 2006 583 19,501 20,084
Exchange differences 1 1
Charge for year 96 a8
At 31 March 2007 680 19,501 20,181
Net book value
At 31 March 2007 1,262 1,262
Net book value
AL 31 March 2006 1,360 1,360
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NOTES// continued

12 TANGIBLE FIXED ASSETS

Group proparty plant & fixtures
improvements equipment & fithngs total
£000 £600 £000 £000
Cost
At 1 Aprd 2006 2 508 302 813
Transfers 106 {t08)
Addtions 307 87 26 420
Digposals (188 & {198}
At 31 March 2007 317 596 124 1,037
Depreciation
At 1 April 2006 1 361 21 573
Charge for yaar 53 68 12 133
Disposals (137 B (143)
Transfers 120 (129)
Exchange drffarsnces 1 1 2
At 31 March 2007 47 430 88 565
Net book value
At 3t March 2007 270 166 36 472
Net book value
Al 31 March 2006 1 148 g1 240
No assets were held undar hire purchase confracts at 31 March 2007 and 31 March 2006
13 FIXED ASSET INVESTMENTS
(a) Investment b subsidiary undertakongs group campany
007 2006 2007 2008
2009 £000 £000 £000
Cost
Historical cost 23,159 23,159
Exchange differences
Provesion for imparrment (23,159) {23,159)
Net book value at 31 March 2007 and 31 March 2006
{b) interests in subsidiary undertalangs
cauntry of
nama of registration or description proportion of nomnal
undertaking incorperation ol sharss held value of shares held by
group company
% %
] AorTech Biomatertals Urvited fformerty AorTech Europe Limted) Scotland ordinary £1 100 100
i AorTach Crtical Care Limited Scatland ordinary £1 92 a2
i) AorTech Biomatenals Pty Limited Australia ordinary Aus 51 100 100
i) AcrTech Medical Devices {USA), Inc USA commzn US $1 100 100

Tha principal business actnbes and country of operation of the above operations are

0] Ownership of tn-leaflet heart vaive inteffectual property In the UK,

i) A dormant cormpary in the Ui

i) Thé devetopment of new biostable potyurethanes, operating prncipally in Australia
™ Marketing In the Amencas
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14 STOCKS

All stocks at 31 March 2007 and 31 March 2006 compnse raw matenals

group company
2007 2006 2007 2008
EQ0D £000 £000 £000
Amoatnts falling due within cne year
Trade debtors 68 1,106
Other deblors 194 22 44 a7
Prepaymants 112 176 108 138
el 1,304 152 175
Amounts falling due after more than one year
Amounts owed by Group undertakings* 8,715 7,630
Total debtors 3714 1304 8,867 7.805

*AorTech Intematioral plc has agreed not 10 seek repayment of the amount owing by ts subsidrary, AorTech Biomatenals Ply Lid, within 12 months.

16 CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

group commpany

2007 2006 2007 2006

00D £000 £000 000

Trade creditors 187 202 10 23

Other taxes and social sacunty 12 12
Deferred Incama  Govarnmert grants towards capial expendiure 247 247
deduct amount of grant to be released in more than one year {f95) {144)
Other credtors 86 107

Accruals 195 84 170 82

520 508 180 17

The government grants receved towards capial expenditure are bewng refeased to the profit and loss account on a dimmishing value basis over a penod equal 1o the usefl
economic e of the assets to which they relate, On average, this equates 1o a penod of 5 years,

17 FINANCIAL INSTRUMENTS

The Group's financial Instruments compnse cash and Iquid resaurces and vartous iterns, such as trade debtors and trade crediars, that anse directly from its operations
The main purpose of these financial nstruments s to finance the Group's operations.

The Board reviews and agrees policies for managing each of the nsks associated with tnferast rates, liguidity and foreigh currency although to date the Group's exposur
1o these nisks has not been sgrificart 118, ond has been infoughout the year under review, the Group's policy that no trading in financsal mstruments shad be underaken

Interest rate nsk

The Group's curranit palicy 15 to finance ts operations through equity, athough in pror years both bank borrowings and hire purchase finance have been used 1o a
lesser exent

Liqudty nsk

As & 31 March 2007, the Group had no borowngs

Foreign currency risk
The Board considers that the Group's curtent exposure to foreign cumency nsk 1s not matena and therefore, 18 of the opimion that no steps to minmise this exposure
require to be taken for the time being

Tha Group has an Austrahan subsidiary and US substdiary whose costs are denomnaled in Australian and US Dollars respectively The Board will continue 1o
review tha situation as actiities in these subsidianes INcrease

Shurt ferm debiors and creditors
Short term debtars and crediors have bean excludsd from all of the disclosuras in this note, cther than the currency rsk disclosures

Interest rate profile of financial liabdties
The Group had no financial Taldties at 31 March 2007 and 31 March 2006
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NOTES// continued

17 FINANCIAL INSTRUMENTS {CONTINUED)

Profile of financlal assets
The profie of the Group's cash and deposts at 31 March 2007 and 2006 was

cagh at bank and i hand short term deposits total

2007 2006 2007 2006 2007 2006

£000 £000 £000 £000 £000 £000
Currency
Sterling 13 458 2,051 459 2,064
US Doliars 36 224 528 554 224
Australian Doflars 252 35 187 385 443 420
Euros 8 8 8 8
As at 31 March 2007 306 280 1,174 2,436 1,480 2,718

Cash at bank Is held i mterest bearing curent accounts  The shart term deposits are placed with banks for periods of up to 12 maonths according to funding
requirements  Tne weighted average rate of interest earned dunng the year ended 31 March 2007 was 4 66% {2006 4 55%)

18 CALLED UP SHARE CAPITAL 2007 2005
000 £000

Authonsed

5,600,000 (2006 5,600,000} Ordinary shares of 250p each 14,000 14,000

lssued

3,810,278 (2006 3,810,278) Ordinary shares of 250p each allotted,

called up and fully paid 9,526 9,526

At an EGM of Merbers held on 20 August 2007, the Company's authonised share capilel was mncreased fo £17,500,000, comphsing 7,000,000 Ordinary shares
of 260p sach  On 22 August 2067, thera were 4,810,278 Ordinary shares of 250p sach aflotfed, called up and flly paid.

19 OPTIONS IN SHARES OF AORTECH INTERNATIONAL PLC

Al 31 March 2007, options were exercisable over the folowing 250p Ordinary shares

{) approved share option scheme
humber of shares subscnption price per share panod of optioch
12,000 250p Between 11 July 2005 and 10 July 2012
600 295p Betwsen 25 July 2005 and 25 July 2012

Only Executive Divectors and employees resident i the UK are eligble o parfiapate in this scherme No aplions were exeraised dumng the vear to 31 March 2007

{il) unapproved shara option scheme
nutriber of shares subscrption pnce per share period of option
1,000 1,025p Batwaan § January 2001 ahd 8 January 2008
2,000 5,625p Betwasn 17 Decernber 2002 and 16 December 2009
1,600 §100p Hetwaen 15 June 2003 and 15 Jure 2010
5,000 7,425p Batween 11 July 2008 and 10 July 2010
1,080 9.036p Beiwean 18 Decernber 2003 and 17 December 2010
1,600 4,175p Between 23 May 2004 and 28 May 2011
1,350 1,725p Between 18 Decarrber 2004 and 17 December 2011
7,000 250p Batween 11 July 2005 and 10 Juy 2012
19,000 280p Batween 8 August 2005 and 7 August 2012
25,000 260p Between 14 July 2006 and 13 July 2013
30,500 168p Batween 30 June 2007 and 28 June 2014
200,600 250p Batween 30 June 2007 and 29 Juna 2014
26,000 196p Batwaen 22 November 2007 and 21 Novamber 2014
78,000 326p Beatween 1 Septermber 2008 and 1 September 2016

Any person who 2t the date of grant of the option is approvad by the Board of Diectors {5 elighle to partopate i this scheme  No oplions were exsrcised dunng the
yaar fo 31 March 2007

(i) other
The range In the mid merket prica of the Cormpany's shares dunng the year ended 31 March 2007 was from 310p to 592 5p
The rmd market pnce on 31 March 2007 was 550p.

Ont 1 Septernber 2006, the Company granted options ever 78,000 ordirary shares exercisable at 325p cunng the penod 1 September 2008 to 1 September 2018
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20 RESERVES

Group
other profit
reseive and loss
resere
£000 £000
At 1 April 2008 {2,003 {2415
Loss for the year (2,121}
Exchange differences ansing on consolidation 25
At 31 March 2007 (2,003} {4,561)

The "other resarve’ rapresented tha diference ansing en consolidation betweer: tha nominal value of AorTech Intarnatioral plc shares issued {£3,206,884} and the
norminal value of AcrTech Biornatenials Limited (formarty AorTech Europe Limited) shares acquired (£1,001,884) and the assocated share premium accourt

{£201,857) In the company

Gompany
profit
and loss
actount
£0G0
At 1 April 2006 224
Loss for the year B10)
Exchange diffarences arising on consolidation 5
At 31 March 2007 {@81)
21 RECONCILIATION CF MOVEMENTS IN GROUP SHAREHOLDERS' FUNDS
2007 2005
£000 acid
Opening sharehojders’ funds 5107 5,853
Loss for the financial year {2121} 523
Exchange drfferences ansing on consofidation {24) 23)
Closing shareholders' funds 2962 5107
22 RECONCILIATION OF OPERATING LOSS TO NET CASH FLOW
FROM OPERATING ACTIVITIES
2007 2006
£000 £000
Group operating loss (2,230} {665}
Amortisation of intangible fixsd assets 133 90
Deprecation of tangdle fixed assels 9% 72
Less on sale of fixed assets 5
Decrease / {increass) In stocks 5 )
Decrease / {ncraase) m deblors 930 (1,027
Increase / {decrease) n creditors 63 403
Net cash outflow from cperating actvties {804) {,189)
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NOTES// continued

23 RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET FUNDS

2007 2006
£000 £000
increase in cash in the year 3 363
Cash outflow from decrease in liquid resources {1,592) (1,658)
Change in net debt resutting fram cash flows {1,215) {1,265)
Cther non-cagsh tems
Currency translation differences arlsing on consolidation {21) {39)
Movement in net funds in the year {1,236) {1,299)
Net funds at 1 Apni 2006 2,716 4,015
Net funds at 31 March 2007 1,480 2,118
24 ANALYSIS OF NET FUNDS
1 apni cash exchange 31 march

2006 flow differences 2007

£000 £000 £000 £000
Net cash
Cash at bank and n hand 2,116 {1,215) 21 1,480
Daposis treated as iquid resources {2,051} 1,582 {459)

665 arr {21} 1,021
Liquid resources
Depaostits included in cash 2,061 {1,592) 456
Net funds 2,16 {1,215} 1) 1,480

25 PENSION AND SIMILAR OBLIGATIONS

The Group operates a defined contribution penslon schema for employees  The assats of the scheme are held separately from thosa of the Group in
wndependently administered funds  Contributions payable by the Group amownied to £51,478 (20068 £61,28Y)

26 POST-BALANCE SHEET EVENTS

Subsequent to the year and, the Group has made announcemsents regarding, (1) the entenng into a hicensing and supply agreement for the evaluation of s
patented polymer, Elast EonTM, with a global medrcal dewce company, {2) the ncrease to £17,500,000 of its authonsed share capital, and (3) an increasa in the
1seuad and fully paid up shara caprtal of the Company ta 4,810,278 Ordinary shares of 250p sach, as a resut of a Placing of 1,000,000 new Qrdinary shares of
250p sach at a price of 510p per share, thereby raising £5 1m before expenses
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27 FINANCIAL COMMITMENTS

Al 31 March 2007 the Group had annual commitments under non-cancellable operating leases as follows

2007 2006
land and land and
bulldmgs othsr buidings other
£000 £060 £000 £000
Expinng within ore year -
Expinng between ene and Two years
Exping between two and five years 118 103
Bxpinng over five years -
118 103

28 RELATED PARTY TRANSACTIONS

In accordanca with FRS 8, “Relatad Party Disclosures”, AofTach International pic has taken advantaga of the exemptian for aver 0% owned subsidlardes nat to
disclose any transactions or balances between group entities Including those that have been eliminated on consolidation
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NOTICE OF ANNUAL GENERAL MEETING//

Notice Is hereby given that the tenth Annual General Maeting of AorTech infermationat plc wil be hedd at the offices of The Hogarth Partnership, 2nd Foor Upstream, No 1
London Brdge, London SE1 98G on 2 October 2007 at 10 00am for the folowing purposes

AS ORDINARY BUSINESS_

1. To recetve and adopt the financial statements of the Company for the year ended 3t March 2007 together with the Reports of the
Directors and Auditors thereon
2 To appreve the Repart of the Remuneration Committes for the year endad 31 March 2007
3 To re~elect as a Director Jon Peter Pither, wha Is retinng by rotation.
4, To re-appoint Grant Thomton UK LLP as auditors of the Company and to authonse the Directors to fix ther remuneration
AS SPECIAL BUSINESS_

To consider, and ff thought fit, pass the followsng rescltion as art Ordinary Fasclution

5 That the Directors be hersby generafly and unconditionally authonsed for the purpose of section 80 of the Gompanies Act 1985 (“the Act”)
to exercise al the powers of the Company te allct refevant secunbies within the meaning of said Section 80} up te an aggregate nommnal
amount of £4,008,565 which authorty wil expire on the earlier of the conclusion of the next Annual General Meeting of the Gompany and
the data faling 15 months after tha passing of this Resolution save that the Company may, befora such exry, make an offer or agresmant
which would, or might, requirs relevant securtties to be allotted after such expiry and the Directors may allot such sscunties in pursuance of
such offer or agresment as If the authonty so conferred had not expired

To consider, and if thought fit, pass the following resohution as a Special Resolution

g That subjset 1o the passing of Resolution 5 above as an Ordinary Resolution, 1n substitution for any exsting power under Section 85 of tha
Act, the Directors be and are hereby empowered uril the conclusion of the next Annual General Meeting of the Cempany or the date falling
15 moniths after the passing of thus Resolution, whichever is the earlier {‘the penod of the Section 95 power?), pursuant 1o Section 95 of the
Act to allot equity secunties (as defined by Section 94{2) of the Act) pursuant 1o the authorty granted by Rasolution 5 above in accordance
with Secton 80 of the Act as 1f Section 89(1) of the Act did not apply to such dlotment, provded that this powsr shall bs limited to

{a) the alloiment of ecuity securities i connaction weth or pursuant ta an offer by way of rights mn favour of ordmnary shareholders
subject to such exclusions or arrangaments as the Directors may desm necessary or expedisnt to deal with fractional
entitiements or legal or practical problems under the laws of any temitorles o requirements of any racogrizad regulatory body or
stock exchange m any territory, and

{) the allatment {otharwiss than pursuant to sub paragraph {a) abava) of equity secuntias consisting of of related to Ordinary shares
up to an aggregata nominal amount of £601,284, or If less, five percent of the 1ssued Ordinary share capitel of the Company
from time to tima bt 50 that this power shall allow the Company to make ar offer o enter nto an agresment befora the expiry
of the perod of the Saction 95 power which would, or might, raquire equrty securities to be allotied after such expiry and the
Dwectors rmay allot equity secuntties in pursuance of any such offer or agrsement as if the power conferred theraby had not
expired

By order of the

J G D Parsons Victora Road
Company Secretary Surpion
6 Septermber 2007 Surrey KT6 4NS
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i Any member of the Gompany whe 1s entitled fo attend and vate at the Annual General Meeting may appoint ancther person of persons
fwhether a member or nof) as their proxy to attend and, cn a poll, to vote on thexr behalf

2 Ta be vald, Forms of Proxy must be lodged with the Cempany's Registrars, Lioyds 7SB Regrstrars, The Causeway, Worthing, BNGS 6ZR
not fater tharr 48 hours before the time appoirted for the holding of the meeting or any adjoumed meeting together with any
documentation required

3 In the case of a corporation, the Farm of Proxy shoutd be executed under its common seal or signed by a duly authonsed officer of atlomey of
the comoralion

4 Completing and relurning a Form of Proxy will not prevent any mamber from attending the mesting n person and voting shoudd they so wish

5 The following documents will be avallable &t the registerad office of the Gompany on any waekday (axcept Saturday) dunng normal business hours
from the date of this notice until the date of the Annual General Mesting

(a} A copy of ths service agreernents for the Executive Directors
) A copy of the Ietters of apponiment for the non-Executive Directors

@ The register of interests of the Company's Directors in the shares of the Company which 1s mantamned undser
Sachion 325 of the Companies Act 1885
@ The Memorandum and Articles of Association of the Company

Thase documents wil also be avalabl for inspection durng the Annual General Mesting and for at least fifteen minutes before it bagins.
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