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MEDAVINCI PLC

CHAIRMAN’S STATEMENT

[ present the results for the year ended 31 March 2008

MeDaVinc: plc operates as an investor in the international health and wellness markets and we currently have
3 key investments n the following companies

Demecal Europe B V 30%
ErgoDynamics 49%
Emotion Fitness Kft 47%

On 1 August 2007, the Group completed the acquisition of a 30% tnterest in Demecal Europe BV (“Denecal™)
through the 1ssue of 17,500,000 new ordinary shares of Medavinci ple The shares received in Demecal as
consideration for the transaction were valued under section 103 of the Companies Act 1985 were considered
to be of appropriate value for Medavinci plc shares 1ssued at 12 pence per share to be fully paid up In the
Group accounts, the cost of the investment in Demecal 1s measured at the fair value of the consideration
issued and this 1s measured at the bid market price as at 1 August 2007 being 9 pence The difference
between the fair value of the consideration received for the 1ssue of the shares 1ssued and the fair value of the
consideration given 1s dealt with in Equity

Durning the financial year, we 1ssued a further 14 9m shares to Phoenix Foundation raising £969,000 for
additional working capital

Demecal Europe B.V.

Demecal has developed a patented technology for the analysis of blood, which it shares the patents with
Leisure Incorporated, a Japanese company Demecal owns the rghts exclusively to Europe and jointly to the
Usa

Demecal’s equipment enables on-the-spot plasma production using only one drop of blood, which has
multiple benefits The complete blood testing market in Europe 1s currently estimated at 3 8bn laboratory tests
and 3 9bn self tests per year Although still in the development stages, we have finalised tests on over 6,500
patients tn the Netherlands and believe that the potential for Demecal could be substantial

ErgoDynamics

ErgoDynamics has developed and 1s commercialising patented technology for the treatment and rehef of back
pan in the work place As with Demecal, we are still at the development stage, although we have tested
successfully on hundreds of clients and currently have over 2,000 systems in use

Emotion Fitness Kft

Emotion Funess has successfully opened what 1s the prominent health centre 1n the City of Vezprem in

Hungary This facility serves a model for the future rollout of more clubs in Eastern Europe as and when the
economies 1mprove




MEDAVINCI PLC

CHAIRMAN’S STATEMENT (continued)

Outlook

Despite the current world economuc climate we believe that MeDaVinc: has three outstanding investments
which are 1n very exciing sectors The limited availability of caputal to the Company through the financial
markets has challenged our short term growth ambitions and we have been very diligent in our R&D and
marketing spend Over the next two years 1t 1s our ambition to be able 1o capitalise on at least one of these
investments

/ %
/ .
P Teerlnk /

Charman
30 September 2008




MEDAVINCI PLC

DIRECTORS® REPORT

The directors present their annual report and the audited financial statements for the year ended 31 March
2008

Principal activities of the group

The principal activity of the Group during the period under review was that of an investing group A review
of the development of the business during the period 1s given in the Chairman’s statement  This also includes
reference to the Group’s future prospects

Principal risks and uncertainties

The directors consider the main nisks to the development of the business to be the ability to raise funds 1n the
current financial markets and whether the technologies can be commercialised to their potential The directors
are taking reasonable steps to mumimise the tmpact of these risks to the business

Key performance mdicators (KPI)

The directors do not assess the performance against any KPIs currently due to the business being 1n 1ts early
stages

Financial results, dividend and review of the business
The retained loss for the year 15 £173,000 The directors consider the performance to be in line with
expectations

Directors
The directors who served during the year are as follows -

Glyn Hirsch

Michael Hough

Peter Teerlink

Robert Westerhof

Adam Reynolds (appomted 23 July 2008)

All directors are subject to retirement by rotation under the company s articles of association

The directors retiring by rotation are Peter Teerlink and Robert Westerhof, who offer themselves for re-
election at the Annual General Meeting

Details of the directors’ interest in warrants 1ssued by the company are provided in note 14 to the financial
statements

Charntable and political donations 1n the United Kingdom

No charitable or political donations were made during the year (2007 ml)

Policy and practice on payment to suppliers

The Company’s policy 1s normally to pay suppliers according to agreed terms of business These terms are
agreed with suppliers upon entering into contracts (usually nett 30 days) and the company’s policy is to

adhere to the payment terms providing the supplier meets its obligations The group’s crediter days were 61
days (2007 63 days)




MEDAVINCI PLC

DIRECTORS’ REPORT (continued) ‘

Disclosure of information given to auditors
So far as the directors are aware at the time the report 1s approved
. there 1s no relevant audit information of which the Company’s anditors are unaware, and

. the directors have taken all steps that they ought to have taken to make themselves aware of any
relevant audit information and to establish that the auditors are aware of that information

Independent auditors
A resolution to re-appomnt BDO Stoy Hayward LLP as auditor to the Company and to authorise the directors
to determune their remuneration will be proposed at the annual general meeting

Annual general meeting
The annual general meeting of the company 15 to be held at 30 St James’s Square, London SW1Y 4AL on 30

October 2008 at 11 30am

The notice of meeting appears in the document accompanying the report and accounts

————

On behalf of-tfi€ board
P. Teerlink

Director

30 September 2008




MEDAVINCI PLC

STATEMENT OF DIRECTORS' RESPONSIBILITIES

Directors’ responsibilities

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy
at any time the financial position of the group, for safeguarding the assets of the company, for taking
reasonable steps for the prevention and detection of fraud and other wrregularities and for the preparation of a
Directors’ Report which complies with the requirements of the Companies Act 1985

The directors are responsible for preparing the annual report and the financial statements 1n accordance with
the Companies Act 1985 The directors are also required to prepare financial statements for the group 1n
accordance with International Financial Reporting Standards as adopted by the European Union (IFRSs) and
the rules of the London Stock Exchange for companies trading securities on the Alternative Investment
Market The directors have chosen to prepare financial statements for the company i accordance with UK
Generally Accepted Accounting Practice

Group financial statements

International Accounting Standard 1 requires that financial statements present fairly for each financial year
the group’s financial position, financial performance and cash flows This requires the faithful representation
of the effects of transactions, other events and conditions in accordance with the defintions and recognition
critena for assets, liabihities, income and expenses set out 1n the International Accounting Standards Board’s
‘Framework for the preparation and presentation of financial statements’ In virtually all circumstances, a fair
presentation will be achieved by comphance with all applicable [FRSs A fair presentation also requires the
directors to

*  consistently select and apply appropriate accounting policies,

+«  present nformation, including accounting policies, (n a manner that provides relevant, reliable,
comparable and understandable information, and

*  provide additional disclosures when comphance with the specific requirements in IFRSs 1s nsufficient
to enable users to understand the impact of particular transactions, other events and conditions on the
entity’s financial position and financial performance

Parent company financial statements

Company law requires the directors to prepare financal statements for each financial year which give a true
and fair view of the state of affairs of the company and of the profit or loss of the company for that period 1In
preparing these financial statements, the directors are required to

e  select suitable accounting policies and then apply them consistently,

. prepare the financial statements on the going concern basts unless 1t 1s inappropriate to presume that the
company will continue 1n business

. make judgements and estimates that are reasonable and prudent, and

*  state whether applicable accounting standards have been followed, subject to any material departures
disclosed and explaned in the financial statements

Financial statements are published on the group's website 1n accordance with legislation 1in the United
Kingdom goverming the preparation and dissemmation of financial statements, which may vary from
legisiation in other jurisdictions The maintenance and integnty of the group's website 1s the responsibility of
the directors The directors' responsibility also extends to the ongoing integnity of the financial statements
contained therein




MEDAVYINCI PL.C

Independent auditor's report to the shareholders of Medavinar PLC

We have audited the group and parent company financial statements (the "financial statements") of
Medavinc: PLC for the year ended 31 March 2008 which comprise the consolidated income statement, the
consolidated and company balance sheets, the consolhidated cash flow statement, the consolidated
statement of changes in equity and the related notes These financial statements have been prepared under
the accounting policies set out theremn

Respective responsibilities of directors and auditors

The directors' responsibtlities for preparing the group financial statements 1n accordance with applicable
law and International Financial Reporting Standards (IFRSs) as adopted by the European Union and for
preparing the parent company financial statements in accordance with applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are set out in
the statement of directors’ responsibilities

Our responsibility 1s to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and [reland)

We report to you our apinion as to whether the financial statements give a true and fair view and have
been properly prepared in accordance with the Companies Act 1985 and whether the information given 1n
the directors’ report is consistent with those financial statements We also report to you 1f, in our optiion,
the company has not kept proper accounting records, 1f we have not received all the information and
explanations we require for our audit, or 1f information specified by law regarding directors' remuneration
and other transactions 1s not disclosed

We read other information contained 1n the annual report, and consider whether 1t 1s consistent with the
audited financial statements  This other information comprises only the directors’ report and the
chairman’s statement We consider the implications for our report 1f we become aware of any apparent
misstatements or material inconsistencies with the financial statements  Qur respensibilities do not extend
to any other information

Qur report has been prepared pursuant to the requirements of the Companies Act 1985 and for no other
purpese  No person 1s entitled to rely on this report unless such a person 1s a person entitled to rely upon
this report by virtue of and for the purpose of the Companies Act 1985 or has been expressly authorised to
do so by our prior written consent Save as above, we do not accept responsibility for this report to any
other person or for any other purpose and we hereby expressly disclaim any and all such liabihity

Basis of audit opinion

We conducted our audit 1n accordance with International Standards on Auditing (UK and Iretand) 1ssued
by the Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to
the amounts and disclosures in the financial statements 1t also includes an assessment of the sigmificant
estimates and judgments made by the directors in the preparation of the financial statements, and of
whether the accounting policies are appropriate to the group's and company's circumstances, consistently
applied and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are free from material misstatement, whether caused by fraud or other irregularity or
error In forming our opinion we also evaluated the overall adequacy of the presentation of tnformation 1n
the financial statements




MEDAVINCI PLC

Opinion
In our opinion

+ the group financial statements give a true and fair view, in accordance with [IFRSs as adopted
by the European Union, of the state of the group's affairs as at 31 March 2008 and of its loss for
the vear then ended,

« the parent company financial statements give a true and fair view, in accordance with United
Kingdom Generally Accepted Accounting Practice, of the state of the parent company's affairs as
at 31 March 2008,

» the financial statements have been propetly prepared in accordance with the Companies Act
1985, and

. the information given in the directors’ report 1s consistent with the financial statements

BDO S!oy Haywa)d LL

Chartered Accountants and Registered Auditors
London
30 September 2008




MEDAVINCI PLC

Consolidated Balance Sheet as at
31 March 2008

Assets

Non-current assets

Property, plant and equipment

Investments 1n associates

Available for sale financial assets

Loans 1o associates

Derivative financial instruments- Conversion rights

Current assets
Trade and other receivables
Cash and cash equivalents

Total assets

EQUITY AND LIABILITIES

Equity attributable to equity holders of the parent
Share captal

Other reserves

Retained earmings

Total equity

Current liabilities
Trade and other payables

Current tax

payable

Total liabilities

Total equity and liabilities

2008 2007

Notes £000 £000
1 8 1
2 3,306 1,364
3 40 -
4 1,209 334
5 509 227
5,072 1,926

6 106 108
7 730 892
836 1,000

5,908 2,926

9 736 412
9 5,471 2,580
9 (444) (218)
5,763 2,774

10 135 146
10 6

145 152

5,908 2,926

The financial statements were approved and authorised for 1ssue by the board on 30 September 2008 and were
signed on 1ts behalf by -

P Teerlink
Dhrector

/_‘/\/—7
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MEDAVINCI PLC

CONSOLIDATED INCOME STATEMENT
FOR THE YEAR ENDED 31 MARCH 2008

Revenue
Cost of sales

Gross profit

Administrative expenses
Finance income- bank interest

- interest on loan to assoclates

- Change 1n fair value of derivatives
Share of post tax loss of associates

Loss before taxation
Income tax expense

Loss for the year

Earnings per share
Basic and diluted

11

Notes

11
12

13

Year ended Year ended
31 March 2008 31 March 2007
£000 £000

(257) {150}

22 16

58 4

161 -

(155) (32)

(171 (162)

@ (6)

(173) (168)

(1)) 08




MEDAVINCI PLC

CONSOLIDATED STATEMENT OF RECOGNISED INCOME AND EXPENSE
FOR THE YEAR ENDED 31 MARCH 2008

Year ended Year ended

Notes 31 March 2008 31 March 2007

£000 £000

Loss for the year 173) (168)
Net exchange differences on translating foreign operations 9 584 10
Total recognised income and expense for the year 411 (158)
Attributable to equity holders of the parent 411 (158)

12




MEDAVINCI PLC

CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 MARCH 2008

Cash flows from operating activities
Cash generated from operations
Interest recetved

Net cash flow from operating activities

Cash flows from investing activities
Acquisition of investments

Purchase of property, plant and equipment
Increase n loans to associates

Net cash flow from investing activities
Cash flows from financing activities
Proceeds from 1ssue of equity instruments
Costs relating to 1ssue of equity instruments

Other loans

Net cash flow from financing activities

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

13

Notes

15

16

2008 2007
£'000 £7000
(82) (200)
22 16
(60) (184)
(106) (370)
(8) )]
(957) (391)
(1,071) (762)
969 1,741

- (67)

- (170)

969 1,504
(162) 558
892 334
730 892




MEDAVINCI PLC

PRINCIPAL ACCOUNTING POLICIES

MeDaViner ple 1s a pubhc imited hability company governed by UK law, established mn the UK and listed
on the Alternative Investment Market (AIM) The company s registered office 15 1n the UK Its office address
1s 49 Rodney Street, Liverpool L1 9EW

The principal accounting policies adopted in the preparation of these financial statements are set out below
These policies have been consistently applied to all the years presented, unless otherwise stated

Basis of preparation

The Group previously prepared its annual financial statements 1n accordance with United Kingdom
Accounting Standards (UK GAAP) These financial statements have been prepared in accordance with
International Financial Reporting Standards (IFRS) and IFRIC interpretations endorsed by the European
Union (EU) and with those parts of the Companies Act 1985 applicable to companies reporting under IFRS
The Group's transition date for IFRS 15 1 April 20086, and the disclosures required by IFRS 1 concerning the
transition from UK Accounting Standards to [FRS are given 1n note 21

The consolidated financial statements have been prepared under the historical cost convention, as modified by
the measurement at fair value of available-for-sale financial assets, and financial assets and financial liabilities
(including derivative mstruments) at fair value through profit or loss

First — tme adoption of IFRS

The Group’s transition date for IFRS 1s | April 2006 Comparative data for 2007 has been restated to conform
to the new accounting polictes set out below The new policies reflect exemptions from restating certain
financial information as permitted under IFRS 1 “First — ime Adoption of International Financial Reporting
Standards” The exemptions taken by the Group are stated below

¢ IFRS 3 “Business Combinations” has been applied prospectively from 1 Apnl 2006 and
consequently acquisitions prior to the date of transition to IFRS have not been restated

¢ Cumulative translation differences on net mvestments in foreign subsidiaries and associates have
been set at zero at the date of transition to [FRS

Consohdation
Subsidianies

Subsidiaries are those entities 1n which the group has an mterest of more than one half of the voting nghts or
otherwise has power to govern the financial and operating policies The existence and effect of potential
voting rights that are presently exercisable or presently convertible are considered when assessing whether the
group controls another entity

Subsidiaries are consolidated from the date on which control 1s transferred to the group and are no longer
consolidated from the date that control ceases The purchase methed of accounting 1s used to account for the
acquisition of subsidiaries The cost of an acquisition 1s measured as the far value of the assets given, equity
nstruments Issued and liabilittes meurred or assumed at the date of exchange plus costs directly attributable
to the acquisiion  Identifiable assets required and liabilities and contingent liabilities assumed 1n a business
contribution are measured mitially at their fair values at the acquisition date  The excess of the cost of the
acquisition over the fair value of the group’s share of the identifiable net assets required 1s recorded as
goodwill If the cost of acquisition 1s less than the fair value of the net assets of the subsidiary acquired the
difference 1s recogmsed directly in the income statement Inter company transactions, balances and
unrealised gains on transactions between group companies are eliminated Unrealised losses are also
eliminated unless cost cannot be recovered Where necessary, the accounting policies of subsidharies have
been changed in order to ensure consistency with the policies adopted by the group

14




MEDAVINCI PLC

PRINCIPAL ACCOUNTING POLICIES
Assoclates

Associates are all entities over which the group has significant influence but not control, generally
accompanying a shareholding of between 20% and 50% of the voting rights Investments in associates are
accounted for using the equity method of accounting and are initially recognised at cost The group’s
investment 1n associates includes goodwill rdentified on acquisition , net of any accumulated impairment loss

The group’s share of 1ts associates’ post-acquisition profits or losses is recognised in the income statement,
and 1ts share of post-acquisition movements in reserves 15 recogmsed n reserves The cumulative post-
acquisition movements are adjusted against the carrying amount of the investment When the group’s share of
losses 1n an associate equals or exceeds 1ts interest in the associate, including any other unsecured receivables,
the group does not recogmise further losses, uniess 1t has incurred obligations or made payments on behalf of
the associate

Unrealised gains on transactions between the group and 1ts associates are eliminated to the -extent of the
group’s interest 1n the associates Unrealised losses are also eliminated unless the transacuon provides
evidence of an imparrment of the asset transferred Accounting policies of associates have been changed
where necessary to ensure consistency with the policies adopted by the group

Segment reporting

Operating segments are reported 1n a manner consistent with the internal reporuing provided to the chief
operating decision-maker The chief operating decision-maker, who 15 responsible for allocating resources
and assessing performance of the operating segments, has been 1dentified as the board of directors

Foreign currency translation

Measurement currency

ltems included n the financial statements of each entity 1n the group are measured using the currency that
best reflects the cconomic substance of the underlying events and circumstances relevant to that entity (“the
functional currency”) The consolidated financial statements are presented n sterling, which 1s the functional
and presentation currency of the parent

Transactions and balances

Foreign currency translations are translated into the functional currency using the exchange rates prevailing at
the dates of the transactions Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation of monetary assets and habilities denominated m foreign currencies are
recognised 1n the income statement

Group companies

Income statements and cash flow of foreign entities are translated into the group’s functional currency at
average exchange rates for the year and their balance sheets are translated at the exchange rates ruling at the

period end

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and
habilities of the foreign entity and translated at the closing rate

15




MEDAYVINCI PLC

PRINCIPAL ACCOUNTING POLICIES

Property, plant and equpment

All property, plant and equipment are stated at historical cost less depreciation Cost includes the original
purchase price of the asset and the costs attributable to bringing the assets to its working condition for ts
intended use Finance costs are not icluded Residual values and estimated useful lives are reviewed on an
annual basis

Depreciation 1s calculated on the straight-line method to write off the cost of each asset to ther residual
values over their estimated useful lives as follows

Computer equipment 25% per annum

Where the carrying amount of an asset 1s greater than its estimated recoverable amount, 1t 1s written down
immediately to its recoverable amount

Gains and losses on disposals are determined by comparing proceeds with carrying amount and are tncluded
in operating profit

Repairs and maintenance are charged to the income statement during the financial period in which they are
incurred

Intangible assets — Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the group’s share of the net
wlentifiable assets of the acquired subsidiary/associate at the date of acquisition Goodwill on acquisitions of
subsidiaries 1s 1ncluded n ‘intangible assets’ Goodwill on acquisitions of associates 1s included 1n
‘investments in associates’ and 1s tested for impairment as part of the overall balance Separately recognised
goodwill 15 tested annually for impairment and carried at cost less accumulated 1mpairment losses
Impairment losses on goodwill are not reversed Gamns and losses on the disposal of an entity include the
carrying amount of goodwill relating to the entity sold

Goodwll 1s allocated to cash-generating umits for the purpose of impairment testing The allocation 1s made to
those cash-generating units or groups of cash-generating umits that are expected to benefit from the business
combination in which the goodwill arose

Denvatives

Derivatives are recognmised at fair value using generally accepted valuation techmques If there 1s an active
market for the derivatives, they are recognised at the quoted market price If fair value cannot be determined
in a reliable manner, derivatives are recogmised at cost Compound derivatives are separated fiom the basic
contract and recogrused at fair value using generally accepted valuation techniques If theie ts an active
market for the derivatives, they are recognised at the quoted market price [f the fair value of the separated
individual derivative financial mstrument cannot be determined m a rehiable manner, the entire compound
contract 15 held as a financial asset or financial liability for trading purposes

Impairment of non-financial assets

The Group assesses at each reporting date whether an asset may be impaired If any such indicator exists the
Group tests for impairment by estimating the recoverable amount If the recaverable amount 1s less than the
carrying value of an asset an impairment loss 1s required In addition to this, assets with indefinite hives and
goodwill are tested for impairment at least annually

The value 1n use 1s calculated as the present value of estiimated future cash flows expected to result from the
use of assets and their eventual disposal proceeds In order to calculate the present value of estimated future
cash flows the group uses a discount rate based on the group’s estimated weighted average cost of capital,
together with any nsk premium determined appropriate Estimated future cash flows used in the impairment

16




MEDAVINCI PLC

PRINCIPAL ACCOUNTING POLICIES

calculation represents management’s best view of the hikely future market conditions and current decisions on
the use of each asset or asset group

For the purpose of assessing impairment, assets are grouped at the lowest levels at which there are separately
identifiable cash flows

Cash and cash equivalents
Cash and cash equivalents are carried in the balance sheet at cost For the purpose of the cash flow statement,
cash and cash equivalents comprise cash on hand and deposits held at call with banks

Employee benefits

Defined contribution schemes

A defined contribution plan 1s a pension plan under which the group pays fixed contributions into a separate
entity (a fund) and will have no legal or constructive obhigations to pay further contributions if the fund does
not hold sufficient assets to pay all employees benefits relating to employee service in the current and prior
periods Contributions are charged to the profit and loss account in the year in which they arise

Share-based payments

The fair values of employees share option and share performance plans are calculated vsing the Black-Scholes
model In accordance with IFRS 2, ‘Share-based Payments’ the resulting cost 1s charged to the income
statement over the vesting period of the options The value of the charge 15 adjusted to reflect expected and
actual levels of options vesting for changes 1n non market vesting criteria

Deferred tax

Deferred tax 1s provided in full, using the liability method, on temporary differences ansing between the tax
bases of assets and habilities and their carrying amounts in the consolidated financial statements However,
the deferred tax 1s not accounted for if 1t anises from imtial recognition of an asset or hability 1n a transaction
other than a business combination that at the time of the transaction affects neither accounting nor taxable
profit or loss Deferred tax 15 determined using tax rates (and laws) that have been enacted or substantially
enacted by the balance sheet date and are expected to apply when the related deferred tax asset i1s realised or
the deferred income tax liability 1s settled

Deferred tax assets are recognised to the extent that it 1s probable that future taxable profit will be available
against which the temporary differences can be utilised

Deferred tax 1s provided on temporary differences arising on investments in subsidiaries and associates,
except where the timing of the reversal of the temporary difference 1s controlled by the Group and 1t 1s
probable that the temporary difference will not reverse in the foreseeable future

Interest
Interest income 1s recogtused on a tume proportion basis, taking account of the principal outstanding and the
effective rate over the peried of maturity, when 1t 1s determuned that such income will accrue to the Group

Financial assets
The Group classifies 1ts financial assets n the following categories at fair value through profit or loss, loans
and recervables The classification depends on the purpose for which the financial assets were acquired

Management determunes the classification of the group’s financial assets at initial recognition
(a) Available for sale financial assets
Available for sale financial assets are non-derivatives that are either designated in this category or not

classified in any of the other categories They are included i1n non current assets unless management intends
to dispose of the investment within 12 months of the balance sheet date

17




MEDAVINCI PLC

PRINCIPAL ACCOUNTING POLICIES

When mvestments classified as available for sale are sold or 1mpaired, the accumulated fair value adjustments
recognised 1n equity are included in the income statement as “gains and losses from mvestment” Interest on
avatlable for sale investments calculated using the effective interest method 1s recogrised 1in the income
statement Dividends on available for sale investments are recogmsed n the mncome statement when the
Group’s right to receive payments 1s established

Regular purchases and sales of investments are recogmsed on the date on which the Group commuits to
purchase or sell the asset Investments are initially recogmised at fair value plus transaction costs for all
financial assets not carried at fair value through profit or loss Financial assets catried at fair value through
profit and loss are imtially recogmsed at fair value and transaction costs are expensed in the ihcome
statement Investments are derecogmsed when the nights to receive cash flows from the investments have
expired or have been transferred and the Group has transferred substantially all nsks and rewards of
ownership  Available for sale investments and 1nvestments held for sale are subsequently carmed at fair
value

If the market for a financial asset 1s not active (and for unhsted securities), the Group establishes farr value by
using valuation techniques These include the use of recent arm’s length transactions, reference to other
mstruments that are substantially the same, discounted cash flow analysis, and the option pricing models,
making maximum use of market imputs and relying as httle as possible on entity specific mputs  If the farr
value of an unquoted equity instrument cannot be measured reliably, 1t is measured at cost

(b) Loans and receivables

Loans and recervables are non-derivative financial assets with fixed or determinable payments that are quoted
in an active market They are included n current assets, except for maturities greater than 12 months after the
balance sheet date These are clagsified as non-current assets Loans and receivables are classified as ‘trade
and other receivables’ in the balance sheet

(c) Loan to associates

Converttble loans are compound financial instruments consisting of a loan constituent and a denvative the
conversion right The conversion right 1s presented separately as a denivative and 1s classified as held for
trading The loan constituent 1s mitially recognised at fair value and subsequently at amortised cost using the
effective interest method, less impairment adjustments, such as provisions for bad debts Impairment
adjustments are recognised based on objective factors and indications The loan constituent 15 classified
within loans and receivables and are separately presented on the face of the balance sheet as non current
assets

Share capital
Ordinary shares are classified as equity

Incremental costs directly attributable to the issue of new shares or options are shown 1n equity as a
deduction, net of tax, from the proceeds

Standards, amendments and interpretations to published standards not yet effective

Certain new standards, amendments and interpretations to existing standards have been published that are
mandatory for the group's accounting periods beginning after 1 April 2008 or later periods and which the
group has decided not to adopt early These are

- I4S 23, Borrowing Costs (revised) (effective for accounting perieds beginning on or after 1 January 2009)
The revised 1AS 23 1s still to be endorsed by the EU  The main change from the previous version 1s the
removal of the option of immediately recognising as an expense borrowing costs that relate to qualifying
assets, broadly being assets that take a substantial period of time to get ready for use or sale The Group 1s
currently assessing 1ts impact on the financial statements

18
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- Revised IFRS 3,Business Combinations and complementary Amendments to IAS 27, 'Consolidated and
separate financial statements (both effective for accounting periods beginning on or after 1 July 2009) The
revised IFRS 3 and 1AS 27 are still to be endorsed by the EU The revised [FRS 3 and amendments to IAS 27
anse from a joint project with the Financial Accounting Standards Board {(FASB), the US standards setter,
and result in IFRS being largely converged with the related, recently 1ssued, US requirements There are
certain very sigmficant changes to the requirements of IFRS, and options available, if accounting for business
combinations Management 1s currently assessing the unpact of revised [FRS 3 and amendments to 1AS 27 on
the accounts

-IFRIC 11, IFRS 2 - Group and Treasury Share Transactions (effective for accounting periods beginning on
or after 1 March 2007) IFRIC 11 requires share-based payment transactions 1in which an entity receives
services as consideration for its own equity instruments to be accounted for as equity-settled This applies
regardless of whether the entity chooses or 1s required to buy those equity instruments from another party to
satisfy its obligations to 1ts employees under the share-based payment arrangement It also applies regardless
of whether (a) the employee's rights to the entity's equity instruments were granted by the entity itself or by
its shareholder(s), or (b) the share-based payment arrangement was settled by the entity itself or by 1its
shareholder(s) Management 1s currently assessing the impact of IFRIC 11 on the accounts

- IFRIC 12, Service Concession Arrangements (effective for accounting periods beginning on or after

1 January 2008} 1FRIC 121s still to be endorsed by the EU  IFRIC 12 gives guidance on the accounting by
operators for public-to-private service concession arrangements [FRIC 1215 not relevant to the group’s
operations due to absence of such arrangements - /FRIC {3, Customer Loyalty Programmes (effective for
accounting periods beginning on or after 1 July 2008) [FRIC 13 is still to be endorsed by the EU  [FRIC 13
addresses sales transactions 1n which the entities grant their customers award credits that, subject to meeting
any further qualifying conditions, the customers can redeem n future for free or discounted goods or services
This IFRIC 15 not applicable to the company as these activities are not part of 1ts operations

- IFRIC 13, Customer Loyalty Programmes (effective for accounting periods beginning on or after 1 July
2008) IFRIC 13 1s still to be endorsed by the EU  IFRIC 13 addresses sales transactions in which the entities
grant their customers award credits that, subject to meeting any further qualifying conditions, the customers
can redeem 1n future for free or discounted goods or services Management do not consider that there will be
any effect on the Group’s financial statements as the company does not operate such programmes

- IFRIC 14, IAS 19 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their
Interaction (effective for accounting periods beginming on or after 1 January 2608) IFRIC 14 1s sull to be
endorsed by the EU 1FRIC 14 clarifies when refunds or reductions in future contributions should be regarded
as available 1n accordance with paragraph 58 of [AS 19, how a minimum funding requirement might affect
the availability of reductions in future contributions and when a mimimum funding requirement might give
rise to a hiability Management do not consider that there will be any effect ¢n the Group’s financial
statements when the IFRIC becomes effective

- IFRIC 15, Agreements for the Construction of Real Estate (effective for accounting periods beginning on or
after | January 2009) [FRIC 15 1s stull to be endorsed by the EU IFRIC 15 addresses two 1ssues (a)
whether the agreement 1s within the scope of 1AS 11 or IAS 18, and (b) when the revenue from the
construction or real estate shall be recognised This IFRIC 1s not applicable to the company as it 1s not
operating in real estate sector

- IFRIC 16, Hedges of a Net investment in a Foreign Operation (effective for accounting periods beginning
on or after 1 October 2008) IFRIC 16 1s sull to be endorsed by the EU IFRIC 16 provides guidance on
where, within a group, hedging instruments that are hedges of a net investment in a foreign operation can be
held to qualify for hedge accounting Management do not consider that there will be any effect on the Group’s
financral statements when the IFRIC becomes effective

19




MEDAVINCI PLC

PRINCIPAL ACCOUNTING POLICIES

- Amendment to IFRS 2, Share-based payments vesting conditions and cancellations (effective for
accounting periods beginning on or after | January 2009) This amendment 1s still to be endorsed by the EU
The Amendment to IFRS 2 1s of particular relevance to companies that operate employee shares save
schemes This 1s because 1t results 1n an 1immediate acceleration of the IFRS 2 expense that would otherwise
have been recogmsed 1n future periods should an employee decide to stop contributing to the savings plan, as
well as a potential revision to the fair value of the awards granted to factor in the probability of employees
withdrawing from such a plan Management do not consider that there will be any effect on the Group’s
financial statements when the [FRIC becomes effective

- Amendments to IAS | Presentation of Financial Statements A Revised Presentation (effective for
accounting penods beginning on or after 1 January 2009) This amendment 15 still to be endorsed by the EU
The revised version of [AS 1 (revised 2007) replaces 1AS | Presentation of Financial Statements (revised n
2003) as amended 1n 2005 and key changes include the requirement to aggregate information in the financial
statemnents on the basis of shared charactenistic, changes n the titles of some primary statements (non
mandatory), introducing the possibility of a single Statement of Comprehensive income (combining the
Income Statement and the Statement of Recogrused Income and Expense), Only the total of comprehensive
income 1s to be shown 1n the Statement of Changes 1n equity Management 1s currently assessing the impact
of the Amendment on the accounts

- Amendments to 1AS 32 Financial Instruments Presentation and [4S 1 Presentation of Financial Statements

- Puttable Financial Instruments and Obligations Arising on Liquidation (effective for accounting periods

beginning on or after 1 January 2009) This amendment 15 still to be endorsed by the EU The amendments :
result 1n certain types of financial instrument that meet the defimition of a liability, but represent the residual

interest 1n the net assets of the entity, being classified as equity Management do not consider that there will

be effect on the Group’s financial statements when the IFRIC becomes effective

- Amendments to IFRS | and IAS 27 Cost of an Investment 1n a Substdiary, Jointly-Controlled Entity or ‘
Associate (effective for accounting periods beginning on or after | January 2009) ) These amendments are

still to be endorsed by the EU The amendments permuts the entity at its date of transition to [FRSs 1n 1ts

separate financial statements to use a deemed cost to account for its mvestment in subsidiary, jointly

controlled entity or associate The deemed cost of such investment could be either the fair value of the

investment at the date of transition, which would be determuned in accordance with [AS 39 Financial

instruments Recognition and Measurement or, the carrying amount of the investment under previous GAAP

at the date of transiion Management do not constder that there will be any effect on the Group’s financial

statements when the IFRIC becomes effective

- Improvements to [FRS (effective for accounting periods beginning on or after 1 July 2009} This
improvements project 1s still to be endorsed by the EU The amendments take various forms, including the
clarification of the requirements of [FRS and the elimination of inconsistencies between Standards
Management 1s currently assessing the impact of the Amendment on the accounts

Critical Judgments and Key Sources of Estitmation Uncertainty

MeDaVinci makes estimates and assumptions regarding the future The resultant budgeted and accounting
outcomes will rarely be the same as the actual results Estimates and assumptions are evaluated on an ongoing
basis and are based on expernience and other factors, including expectations of future events that are percerved
as reasonable based on the circumstances The following estimates and assumptions bear a significant '
inherent risk, which could result in matenal adjustments to the carrying amount of assets and hiabilities in the

coming year

{a) Impairment of Financial Assets (Non-current)

Where there are indications of impairment and at least once a year, MeDaVinc tests financial assets for
impairment The realhsable value of financial assets 1s determined using generally accepted valuation
techmiques, ncluding value-in-use calculations These calculations and valuations require the use of estimates
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Based on these tests, possible impairment must be reported However, where the actual performance of the
underlying activities, businesses and cash-generating units 1s substantially worse, impairment losses could be
incurred and/or differ from the reported impairment losses These impairment losses could have a material
impact on the carrying amount of financial assets

(b) Carrying Value of Deferred Tax Assets and Deferred Tax Liabilities

Assumptions play a major role in the deterrunation of deferred tax assets and deferred tax habilitties Many
uncertain factors can affect the amount of carry-forward tax losses MeDaViner values the carrying amounts
of deferred tax assets relating to carry-forward tax losses, and the carrying amount of deferred tax habilities
relating to carry-back tax losses on the basis of its best estimates Where actual outcomes differ from the
original estimates, the differences will affect taxes and the income statement, as well as the deferred tax assets
and/or deferred tax liabihities in the period in which these differences occur

(c} Determnation of Sigmficant Influence

Where the group holds investments in associates the directors must consider whether a sigmificant influence 1s
held over the ability for the investee company to operate This consideration determines how the investment 1s
accounted for in the financial statements

(d) Fair Value of Derivatives

The fair value of financial instruments that are not traded 1n an active market (for example, over-the-counter
derivatives) 1s determined by using valuation techmques The group uses its judgment to select a vanety of
methods and make assumptions that are mamnly based on market condittons existing at each balance sheet
date

The group has used discounted cash flow analysis for its available-for-sale financial asset as 1t 1s not traded in
an active market
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2008

PROPERTY, PLANT AND EQUIPMENT

Plant, 2008 Plant, 2007
Machinery Machinery
& &
Equipment Total Equipment Total
£7000 £2000 £°000 £ 000
Cost
At 1 March 1 1 1 ]
Additions 8 8 - -
31 March 9 9 1 1
Depreciation
At 31 March - - - -
Charge for the year 1 1 - -
At 31 March 1 1 - -
Net book value
At 31 March 8 8 1 1
INVESTMENTS IN ASSOCIATES
2008 2007
£000 £°000
At fair value
At ] Apnl 1,364 597
Additions 1,715 799
Share 1n the result (155) (32)
Transfer to available for sale financial assets (40) -
Exchange rate movement 422 -
At 31 March 3,306 1,364

Included in the cost of associates 1s goodwill totalling £2,839,000 (2007 £1,110,000)

22




MEDAVINCI PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2008

INVESTMENTS IN ASSOCIATES (continued)

Details of the investments held are as follows -

No of % Carrying Nature of Business
ordinary Held Value
shares £000
ErgoDynamics Participations BV 89 49 Holding company for

1,130 investment 1n
Ergodynamics
Applications BV

Emotion Fitness Mag Kft 2,700 47 424  Fitness centres

Demecal Europe BV 5,400 30 1,752 Development and
Selling of blood tests

The above named compames prepare their financial statements as of 31 December each year The latest
figures were for the year ended 31 December 2007 and these were used to determine the net equity value at
31 March 2008, allowing for the effect of significant transactions in the period of 31 December 2007 to 31
March 2008

Included 1n the additions 1s an amount invested 1n Demecal Europe BV Demecal owns a patent that part of
the amount nvested has been assigned to and so under IFRS amortisation must be charged The fair value
assigned to the patent at the date of investment was £571K  This has a useful ife of ten years so this has been
amortised over ths period A full year’s amortisation has not been charged due to the investment being made
part way through the year

The group’s share of the associates’ results (after tax and minorities) and equity are as follows

2008 2007

£000 £000

Sales 180 78
Result for the year (510) 150
Total assets 2,781 1236
Total liabilities and obligations (2.956) (1,292)
Total equuty (175) (56)
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AVAILABLE FOR SALE FINANCIAL ASSETS

2008 2007
£000 £000
At 1 Apnl - -
Transferred from investments 1n associates 40 -
At 31 March 40 -
No of Type of Ye Cost Nature of business
Shares Shares Held £°000
MeDaVinci
Development BV 25 Ordmary 5% 40 Development of

nnevative products (n
the medical industry

Available for sale financial assets are denaminated 1n Euro

LOANS TO ASSOCIATES
2008 2007
£000 £000
Loan to ErgeDynamics Participations BV 142 209
Loan to Emotion Fitness Mag Kft 318 125
Loan to Demecal Europe BV 749 -
1,209 334

Interest on the loan to ErgoDynamecs Participations BV accrues on the amount outstanding at a rate of 6%
per annum Interest accrues on a day to day basis and 1s due for payment on final payment date The final
payment date 1s 17 March 2011

No nterest accrues on the loan to Emotion Fitness Mag Kft  The loan can be converted into ordinary shares
at any time of whole or part thereof provided that total conversion will lead to 68 68% of the outstanding
share capital post conversion or any pro rata percentage thereof post conversion as a result of the partial
conversion

Interest on the loan to Demecal Europe BV accrues on the amount outstanding at 8% per annum payable at
final repayment date The final repayment date 1s | July 2011 The loan can be converted at any time 1n full
or part thereof into ordinary shares providing the total conversion will lead to 8 4% of the outstanding share
capital post conversion or pro rata percentage thereof post conversion as a result of partial conversion

The directors consider that there 1s no sigmificant difference between the fair value and the book value of the
loans above
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CONVERSION RIGHTS — DERIVATIVE FINANCIAL INSTRUMENTS

2008 2007

£000 £000

Conversion rnights 195 45
Warrants 314 182
509 227

The conversion right 1s part of a zero interest convertible loan note facility of € 2 500K (£1,981K) whereby
conversion of the full facihity will lead to 68 68% of the outstanding share capital post conversion or any pro
rata percentage thercof post conversion as a result of a partial conversion At balance sheet date € 535 K
(£424K) 1s drawn under the facility so that partial conversion will lead to 14 7% of the outstanding share
capital post conversion

This conversion right 1s valued at the net present value of the difference in interest between a comparable loan
without conversion rights at market rate and this zero coupon convertible These conversion rights are
derivative financial instruments

Further MeDaVinc1 has a convertible loan note with a conversion right on shares in Demecal Europe BV as
well as warrant instruments on shares 1 Ergo Dynamics Participations BV In determintng the fair value of
both instruments the directors have considered that there 1s no active market for both nstruments and
therefore the value of these instruments have been assessed using the Black & Scholes pricing model

TRADE AND OTHER RECEIVABLES

2008 2007
£000 £000
Other receivables 4 1
Amounts owed by participating interests 88 107
Prepayments and accrued income 14 -
106 108

CASH AND CASH EQUIVALENTS
2008 2007
£000 £000
Cash at bank and in hand 730 892
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CALLED UP SHARE CAPITAL

Ordinary shares of 1pence each
Authorised

[ssued
At beginning of year
Issued in year

At end of year

2008 2007
Numbers Numbers
(*000) (*000)
500,000 100,000
41,188 13,599
32,412 27,589
73,600 41,188

On 31 July 2007 the company 1ssued 17,500,000 shares of 1 pence each The total non cash consideration
recerved, and valued under section 103 of the Companies Act 1985, amounted to £2,100,000 The non cash

consideration being for 5,400 Demecal Europe BV shares

On 4 January 2008 the company 1ssued 14,912,000 shares of 1 pence each The total cash consideration

recerved amounted to £969,280

On 12 November 2007, a resolution was passed to increase the authorised share capital to £5,000,000 by the

creation of 400,000,000 new ordinary shares of 1 pence each
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STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

For the year ended 31 March
2008
At Apnl

Profit for the year attributable to
equity shareholders

Unrealised exchange movement
Fair value adjustment on
nvestment

Issue of shares

Transaction costs deducted from
equity

Movement in year

At 31 March

For the year ended 31 March
2007
At1 Apnl

Loss for the year attributable to
equity shareholders
Unrealised exchange movement

Reserve transfer in terms of IFRS |

Issue of shares
Transaction costs deducted from

equity
Movement 1n year

At 31 March

Share Share Retaned Foreign Associates
capital premium earnings Currency fair value
Reserve reserve Lotal
£000 £000 £'000 £000 £'000 £000
412 2,570 (218) 10 - 2,774
- - (173) - - (173)
- - - 584 - 584
- - - - (481) (481)
324 2,745 - - - 3,069
- (10) - - - (10)
324 2,735 (173) 584 (481) 2,989
736 5,305 (391) 584 (481} 5763
136 743 (48) - - 831
(168) - - (168)
- - 8 - - 8
- - (19) 10 - -
276 1,894 - - - 2,170
- (67) - - - (67
276 1,827 (170) 10 - 1,943
412 2,570 (218) 10 - 2,774
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STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY (continued)

The authorised, called up and fully paid share capital relates to 73,600,000 shares at a nominal value of |
pence each

The share premium reserve relates to the excess of amounts received for shares 1ssued above the nomunal
value of the shares less any costs directly relating to the 1ssue of the shares During the year the company
issued 14 9 million shares at 6 5 pence each resulting 1n a premium on 1ssue of £820K A further share 1ssue
was made during the year 1ssuing 17 5 mullion shares at 12 pence each resulting 1n a premium on 1ssue of
£1,925K The foreign currency reserve consists of all the translation differences as from 1 Apul 2006
resulting from the translanion of the net imvestment 11 activities denominated 1n a currency other than UK
ste1lmg These foreign exchange differences are imtially recogrused n this reserve In the event of disposing
of the foreign net investment 11 question the telated part recognised 1n the reserve 1s transferred to the income
statement

Shares forming part of the consideration for the acquisition of a subsidiary or an associate undertaking are
valued at therr farr value for the purposes of computing acquisition cost and goodwill under [FRS 3 —
Business Combinations and IAS 28 — Investments in Associates By contrast, the value of the share premiums
arising on the shares 1ssued, for the purposes of section 130 of the Companies Act 1985, 1s based on the value
to the 1ssuing company of the consideration it has received Where these values are different the premiums are
disregarded, the cost of nvestment in the parent company's books will be different from the cost of
acquisition for the purposes of IFRS 3 and IAS 28 respectively As the difference should form a separate
element of consolidated reserves, and does not form part of goodwill 1t 15 recogmised n the associates fair
value reserve 1n equity

The retained earmings reserve relates to the cumulative result since incorporation plus any results of
acquisitions from the date of the particular acquisition

TRADE AND OTHER PAYABLES

2008 2007
£000 £°000
Trade creditors 79 99
Other creditors 1 -
Accruals 55 47
135 146
LOSS BEFORE TAXATION

2008 2007
£7000 £7000

The following items have been mcluded 1n armving at profit before taxation

Services provided by the Group's auditors

Group audit fees and expenses — statutory audit 25 18
Other services 8 3
Foreign exchange gains and losses 110 -
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TAXATION
2008 2007
£7000 £°000
Current tax 2 6
Deferred tax - -
Taxation 2 6
Factors affecting the tax charge for the penod
2008 2007
£000 £000
Loss before tax (171) (167)
Profit on ordinary activities multiplied by standard rate of corporation tax in
the UK of 30% (2007 30%) én {30
Effects of
Overseas taxation - 6
Current tax losses not utilised 53 50
Total taxation 2 6

There is a potential deferred tax asset of £99,000 (2007 £59,000) relating to the cumulative tax losses totalling
£352,000 (2007 £196,000) carnied forward The deferred tax asset 1s not provided for as the directors are

uncertain when the group will generate sufficient profits for the losses to be offset against

EARNINGS PER SHARE
Basic

Basic earnings per share 1s calculated by dividing the profit attributable to equity sharcholders by the

weighted average number of ordinary shares n 1ssue during the year

2008 2007
£000 £ 000
Loss attributable to equity holders of the company (173) {168)
Weighted average number of ordinary shares in 1ssue {thousands) 56,441 20,586
Basic earnings per share (pence) (0.3) 08
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FOR THE YEAR ENDED 31 MARCH 2008
EARNINGS PER SHARE (continued)

Diluted

The Group had no dilutive potential ordinary shares in either year, which would serve to increase the loss per
ordinary share Therefore, there 1s no difference between the loss per ordinary share and the diluted loss per

ordnary share
SHARE BASED PAYMENTS

A1 31 March 2008 the following warrants wetre 1n 1ssue
No of ordinary

Warrant price

Exercise period pet share

24 Mar 2005 — 23 Mar 2015 Sp

24 Mar 2005 - 23 Mar 2015 5p

24 Mar 2005 — 23 Mar 2015 5p

2007 2008 2007
Weighted
average
exercise

price Number Number
(pence)

500 5,000,000 5,000,000

shares of Ip each
Glyn Hirsch 2,000,000
Michael Hough 2,000,000
Other non directors 1,000,000
2008
Weighted
average
exercise
price
(pence)
Qutstanding at the beginning of year 5.00
Granted during the year -
QOutstanding at the end of the year 5.00

500 5,000,000 5,000,000

The following information was relevant wn the determination of the fair value of warrants granted during the

prior year

Warrant pricing model used

Weighted average share price at date of grant (pence)
Exercise price (pence)

Contractual life (years)

Expected volatlity

Risk free tnterest rate

Black-Scholes
975

500

4

14%

4 4%

The volattlity assumption is based on statistical analysis of share prices

All warrants are exercisable at the year end

30




15

16.

17

18

MEDAVINCI PLC
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CASH FLOW FROM OPERATING ACTIVITIES

2008 2007
£'000 £000
Loss before taxation (171) (162)
Finance income (241) 20)
Share of loss in investments n associates 155 32
257) (150)
Changes in working capital (excluding effect of acquisitions and
disposals)
Decrease/{(increase) in trade and other recervables 2 (108)
Increase n trade and other payables 173 58
Cash outflow from operations (82) (200)

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group acquired property, plant and equipment of £8,000 (2007 £1,000) by means of
cash payments

EMPLOYEES AND KEY MANAGEMENT

Number of employees 2008 2007
number number

Average number of employees 3 3
Directors 2008 2007
£7000 £000

Aggregate emoluments and total staff costs 88 23

During the year £11,750 (2007 £11,021} and £11,750 (2007 £11,750) was paid to HHSS LLP and Emisan
Limited respectively for the services of a director

RELATED PARTIES
During the year £11,750 (2006 £11,021} was paid to HHSS LLP for the services of a director, a company 1n
which Mr Hough 15 also a director The amount outstanding at the balance sheet date was £nil

A further £11,750 (2006 £11,750) was paid to Emisan Limited for the services of a director, a company 1n
which Mr Hirsch 1s a director The amount outstanding at the balance sheet date was £nil
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RELATED PARTIES (continued)

As detailed 1n note 4, the group has made loans to associates The group provides funds to these companies
and charges them interest 1n accordance with the terms set out (h note 4

Balance at I | Advancesin | Separation of Exchange Interest 2008
Apnil 2007 the year embedded | rate variance accrued Total
denvative
£000 £000 £000 £000 £000 £000
ErgoDynarnics
Participations 209 - (160) 68 25 142
BV
Emotion 125 172 - 21 - 318
Fitness Mag
Kft
Demecal - 785 (90) 21 33 749
Europe BV
TOTAL 334 957 (250) 110 58 1,209

The amounts outstanding at 31 March 2008 and 31 March 2007 are split between loans to associates,
dertvatives which relate to the capital element and other receivables which relates to the interest accrued to
date

FINANCIAL RISK MANAGEMENT

MeDaViner's risk management consists of the management of its operations and mvestments over the long
terms and the mitigation of the related business risks to the maximum possible extent Depending on the nature
and the relative significance of the risks associated with MeDaVinct s investments the risks ate quantified
where possible

The Group 1s exposed to the following risks n 1elation to the use of financial instruments

- Credst risk

- Liqudity risk

- Currency risk

- Interest rate risk

These notes provide mnformation about MeDaVinci’s eaposure to each of the abovementioned risks the
objechives, principles and processes used to control and measure these risks and MeDaVinei’s management of
its capital

The goal of MeDaVinet s risk policy 1s to 1dentify the nisks faced by MeDaVinci, analyse them, determine
appropnate hmits and control measures for them and monitor the risks and comphance with the defined
Iimits  Risk management policies and systems are 1egularly evaluated and adjusted where necessary to
changes in market circumstances and MeDaVinct’s activities

{a) Credit Risk

Credit risk 1s the risk of financial loss to MeDaVinct 1n cases where the buyer or counterparty te a financsal
instrument does not respect the contractual commuttnents made Credit risks primanly result from loans to
mvestments 1n assoclates
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MeDaVinct’s exposure to credit nisk 1s pnmarily determined by the individual characteristics of individual
associates and the countries i which they are vested

[f loans are provided to associates, they are assessed in terms of thewr creditworthiness and where possible a
conversion right 1s exacted To the extent possible, an assessment 1s carried out to determine whether the
assoclate can provide sufficient certainty in the form of a securnity

{b) Treasury policy and financial risk
The main financial risk faced by the Group (s liquidity nsk  The Group centrols this nisk by aiming 1o
maximse returns from funds held on deposit

The Group’s financial instruments comprise cash and various items such as loans to associates, trade debtors
and trade creditors etc that arise directly from 1its operations It ts not Group policy to trade in financial
nstruments

There 1s no matenial difference between the book value and the fair value of the financial instruments 1n the
current or prior year

The Group mcurs currency risk as a result of transactions that are denominated n a currency other than
British pounds The Group does not enter into any forward exchange contracts in ordet to hedge 1ts exposure
to such nisk

The main credit risk 1s 1n relation to 1ts loans to associates This 1s managed by monitoning the performance of
the associates and considering their ability to repay these loans

Categories of financial assets and financial habihities
Loans and receivables

2008 2007
£000 £000
Current financial assels
Trade and other receivables 92 108
Cash and cash equivalents 730 892
Non-current financial assets
Loans to investments 1n associates 1,209 334

Measured at
amortised cost

2008 2007
£000 £000
Current financial liabilities
Trade and other payables 135 146

Available-for-sale
financial assets

2008 2007
£000 £000

Non-current financial assets
Other financial assets 40 -
Held for trading
2008 2007
£000 £000

Non-current assets

Conversion rights 195 45
Warrants 314 182
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FINANCIAL RISK MANAGEMENT (continued)

The terms of the loans granted to associates are itlustrated below

Loans in associates

in £ 000's 2008 2007

I -2 years - -
2 -3 years 774 -
3 -4 years 839 516
4 - 5 years - -

Greater than 5 years - -
1,613 516

(c) Ligqumdity Risk

The hquidity risk 1s the nisk that MeDaViner 1s not able to meet its financial commitments at the requied
pomnt n time The basic premise of the liquidity risk management approach i1s to, as far as possible, maintain
sufficient cash and cash equivalents to be able to meet current and future financial commitments, unde:
normal and difficult circumstances, without incurring unacceptable losses or endangering MeDaVinct’s
reputation in the process

MebDaVinci monitors its cash flows on a regular basis A summary of the Group’s cash and cash equivalents
15 produced on a monthly basis A yearly cash flow forecast i1s prepared every 6 months These reports help
ensure that MeDaVinci has access to sufficient hiquud assets over the short as well as long term 1n order to
meet 1ts operating and financtal commitments The cash flow reports do not take extreme cucumstances 1nto
conswderation

(d) Cmirency Risk

Currency risk 15 the risk that MeDaVincei’s income or the value of assets 1s adversely affected by fluctuations
in exchange rates The objective of managing currency risk 1s to maintain this nisk within acceptable himits
with an optimal return MeDaVinci s conduct of business exposes the operauion and the reported financial
results and cash flows to risks due to fluctuating exchange rates

MeDaViner’s investments 1n associates and loans to assoctates are denomtnated 1n Hungarian Forints (HUF)
and Euros (EUR)

To mitigate the impact of currency exchange rate tluctuations, MeDaVinci continuously assesses tts foreign
currency exchange rate posstion If1equired a portion of these nisks will be hedged with financial instruments
such as forward exchange transactions and currency options MeDaViner did not make use of such
instruments at the balance sheet date

The key exchange rates during the year under review are as follows

At March 31 Average rate
2008 2007 2008 2007
EUR 0 79240 067960 0 70627 067820
HUF 0 00309 000276 0 00280 000258
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2008

FINANCIAL RISK MANAGEMENT (continued)

Sensitivity analysis

A 0% increase 1n the GBP in relation to the above currencies at year end would have incieased/(decreased)
equity and the operating i1esult by the following amounts All other varnables, in particular the currency
exchange rates, are kept constant A 10% decrease mn the GBP in relation to the above currencies would have
produced a similar, albeit opposite, result

2008 2007
Operating Operating
result Equuty result Equity
EUR -9 125 1 179
HUF -6 32 -1 36

All other financial assets are denominated in sterling

(e) Interest Rate Rusk

Interest rate nisk 1s the risk that MeDaVincr’s income or the value of assets 1s adversely affected by
fluctuanons tn nterest rates The objective of managing interest rate risk 1s to mamtain this nsk within
acceptable hmits with an optimal return Currently MeDaVinci 1s not exposed to interest bearing hiabihinies
Loans granted to associates where applicable, are subject to fixed interest rates which exposes the group lo
fair value interest rate risk

There are no differences between book value (amortised cost) and fair value at both balance sheet dates

An mncrease or decrease of 100 basis points in the interest rate effective 31 March 2008 and 2007 would not
have had a matenial impact on equity and o1 operational results

(f) Management of capital
MeDaVinci’s policy 1s focused on maintaining the strong financial position needed to maintain the confidence
of investors, creditors and marhets and to safeguard the future development of business operations

MeDaVincr strnives to mamtain healthy balance sheet ratios, with a solvency target exceeding 50% No
changes were made to MeDaVincr’s approach to managing its capital during the year under 1eview

SEGMENT INFORMATION

The board of directors do not receive management reports that analyses the performance or financial position
of the group by business segment The main activity of the group 1s that of an wnvestor 1n the mternational
health and wellness markets and consequently the only 1tems in the income statement that are attributable to
these activities are the share of losses 1n the associates, the finance income recervable from loans advanced
and the change in fair value of the embedded derivatives separately recognised All other amounts are
unallocated and relate to the operation of the Corporate headquarters

From the perspective of the balance sheet such segment assets would include the carrying value of the
Investments 1n associates, loans advanced and the derivatives All other assets and liabilities are unallocated

and relate to the corporate activities undertaken

The group does not have any external revenues All revenues are earned by associales and are disclosed in
note 2 to the financial statements Matenally all of the non current assets are located in the Netherlands
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EXPLANATION OF TRANSITION TO IFRS
As stated 1n the Basis of Preparation, these are the group’s first annual consolidated financial statements
prepared in accordance with [FRS

An explanation of how the transition from UK GAAP 1o IFRS has affected the group’s financial position,
financial performance and cash flows 1s set out below

IFRS 1 permits companies adopting IFRS for the first time to take certain exemptions from the full
requirements of IFRS i the transition penod  These intenim financial statements have been prepared on the
basis of taking the following exemption

. Business combinations prior to 1 November 2005, the group’s date of transition to [FRS, have not been
restated to comply with IFRS 3 “Business Combinations” Goodwill anising from these business
combinations has not been restated

. IAS 21 The Effects of ‘Changes in Foreign Exchange Rates’ requires annual translation differences
arising on the opening net assets and net profit or loss of each foreign subsidiary and associate to be
treated as a separate component of shareholders’ equuty, and the cumulative net surplus/deficit for each
subsidiary carried forward and added to/subtracted from any gains/losses on the future disposal of that
subsidiary or associate The Group has taken the option to set these cumulative gains/losses at zero as
at the date of transition to IFRS Any gains and losses recogmsed in the income statement on
subsequent disposals of foreign operations will therefore include only those translation differences
arising after 1 April 2006, the IFRS transition date

The adoption of IFRS by the group has resulted in some reordering and changes to the presentation of certain

balances within both the income statement and the balance sheet

Apphication of IFRS has resuited in reclassification of certain items in the cash flow statement as follows

1 Under UK GAAP, payments to acquire property, plant and equipment were classified as part of
“Capital expenditure and financial investment” Under IFRS, payments 10 acquire property, plant and
equipment have been classified as part of “Investing activities”

I There are no other material differences between the cash flow statement presented under IFRS and the

cash flow presented under UK GAAP Reconciliations and descriptions of the effect of the transition
from UK GAAP to IFRS on the group’s net income and equity are set out below
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EXPLANATION OF TRANSITION TO IFRS (continued)

RECONCILIATION OF EQUITY AT 1 APRIL 2006

There are no differences between UK GAAP and IFRS for total equity at the date of transition to [FRS

RECONCILIATION OF EQUITY AT 31 MARCH 1007

Note
UK GAAP A IFRS

£000 £000 £000
Assets
Non-current assets
Property, plant and equipment 1 - 1
Investments 1,396 (72) 1,324
Available for sale financial assets - 40 40
Loans to associates 561 (227) 334
Conversion rights - 227 227

1,958 (32) 1,926
Current assets
Trade and other receivables 108 - 108
Cash and cash equivalents 892 - 892

1,000 - 1,000
Total assets 2,958 (32) 2,926
EQUITY AND LIABILITIES
Equity attributable to equity holders of the parent
Share capital 412 - 412
Other reserves 2,848 (268) 2,580
Retained earnings (454) 236 (218)
Total equaty 2,806 32) 2,774
Current habilities
Trade and other payables 146 - 146
Current tax payable 6 - 6
Total habilities 152 - 152
Total equity and habihities 2,958 (32) 2,926
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EXPLANATION OF TRANSITION TO IFRS (continued)

RECONCILIATION OF CASH FLOW FOR THE YEAR ENDED 31 MARCH 2007

UK GAAP Note
£000 A IFRS
£°000 £°000
Cash flows from operating activities
Cash generated from operations {204) - (204)
Interest recerved 20 - 20
Net cash flow from operating activities (184) - (184)

Cash flows from investing activities
Acquisition of Investments 370) - @7

Purchase of property, plant and equipment ) - (1)
Net cash flow from investing activities 371) - 371
Cash flows from financing activities

Proceeds from 1ssue of equity instruments 1,741 - 1,741
Costs relating to 1ssue of equity instruments (67) - {67)
Increase 1n loans to participating interests (391) - (391)
Other loans (170) - (170)
Net cash flow from financing activities L113 - 1,113
Net increase mn cash and cash equivalents 558 - 558
Cash and cash equivalents at beginning of the year 334 - 334
Cash and cash equivalents at end of the year 892 - 892

NOTES TO THE RECONCILIATIONS

A Under IAS 28, where the group has the power to participate (n the financial and operaung decisions of the
entity the results of the associate are consolidated using the equity method of accounting This contrasts with
FRS 9 which only required equity accounting where significant influence was actually exerted This was not
the case and hence the difference in accounting on transition to 1IFRS

Also under UK GAAP any foreign currency differences are taken straight to the profit and loss reserve but
under 1IFRS there 15 to be a foreign currency reserve Therefore the difference in translation has been
recogrused as at 31 March 2007 of £10,000

The loans to associates are compound financial instruments containing an embedded dernivative in a debt host
contract Under [AS 39, the instruments have been measured and presented separately which was not the case

under UK GAAP as the fair value rules of accounting had not been adopted

Under UK GAAP there is a need for a share warrant reserve relating to the warrants 1ssued Under IFRS there
1s not need for thus reserve and so this has been netted off against retained earnings
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COMPANY BALANCE SHEET
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Fixed assets
Investment in subsidiaries
Investment in participating tnterests

Current assets
Debtors
Cash at bank and wn hand

Creditors: amounts falling due within one year

Net current assets

Capital and reserves
Called up share capital
Share premium reserve
Warrant reserves
Profit and loss account

Shareholders’ funds

Notes

=1 b w1 @

31 March 31 March
2008 2007
£000 £000
3,261 1161
1,027 1,027
4,288 2,188
993 -
473 726
1,466 726
109) (140)
1,357 586
5,645 2,774
736 412
5,308 2,570
278 27%
(674) (486)
5,645 2,774

The financial statements were approved and authorised for issue by the board on 30 September 2008 and

signed on behalf of the board of directors

= ——=

P Teerlink
Director
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2008

ACCOUNTING POLICIES

Basis of preparation

The company’s balance sheet and notes have been prepared under the historical cost convention and n
accordance wiath applicable United Kingdom Accounting Standards They have also been prepared 1n
accordance with the Companies Act 1985

The Company has taken advantage of the exemption allowed under section 230 of the Companies Act 1985
and has not presented its own profit and loss account in these financial statements The loss of MeDaVineci Pl
for the year ended 31 March 2008 s £188,000 (31 March 2007 £160,000)

Investments in assoclates

Investments are held as part of an investment portfolio 1n the compames in which the Company renders
advice on sourcing and development of new technologies These are stated at cost less provision for
permanent diminution in value

Investments in subsidiaries

[nvestments in subsidiary undertakings are shown at cost less provision for any impairment 1n value

Foreign currencies
Assets and habilittes denominated mn foreign currencies are translated at the rate of exchange ruling at the
balance sheet date Exchange differences are taken to the profit and loss account

Taxation

Current tax 1s the expected tax payable or receivable on taxable profit or loss for the period, using tax rates
enacted or substantively enacted at the balance sheet date and any adjustment to tax payable in respect of
previous years

Deferred taxation

Deferred tax 1s provided n full on timing differences which result in an obligation at the balance sheet date to
pay more tax, or a right to pay less tax, at a future date, at rates expected to apply when they crystallise based
on current tax rates and laws Tuning differences arise from the incluston of tems of income and expenditure
in taxation computations in pertods different from those in which they are included in the financial statements
Deferred tax assets are recognised to the extent that 1t 1s regarded as more likely than not that they will be
recovered Deferred tax assets and liabilities are not discounted

Share based payments

FRS20 requires that the fair value of equity settled share based payments, such as share option awards, 15
determined at the date of grant and 1s expensed on a straight line basis over the vesting period based on the
Company’s estimate of the options that will eventually vest 1In the case of warrants, fair value 1s measured by
a Black Scholes pricing model
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INVESTMENTS IN SUBSIDIARIES

31 March 31 March
2008 2007
£2000 £000

Cost
At 1 April 2007 1,161 -
Additions - 1,161
Caputal contributton made 2,100 -
At 31 March 2008 3,261 1,161
Impairment at 1 April 2007 and at 31 March 2008 - -
Net book value at 31 March 2008 3,261 1,161
Net book value at 31 March 2007 1,161 -

During the year the company made a capital contribution of £2,100,00¢ to MeDaVinct Healthcare Services
BV representing the company’s interests in Demecal Group BV

No. of ordinary % held Cost Nature of Business
shares £°000
MeDaVinci Health 18,000 100 3,261 Holding company
Care Services BV for 1nvestments 1n
innovative

technologies for the
healthcare sector

INVESTMENT IN ASSOCIATES

31 March 31 March

2008 2007

£7000 £°000

Costat 1 April 2007 1,027 597
Additions 2,100 430
Caputal contribution to subsidiary company (2,100) -
At 31 March 2008 1,027 1,027
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3., INVESTMENT IN ASSOCIATES (continued)

No of Ordinary

Shares
MeDaVinci Development BV 25
ErgoDynamics  Participations 89

BV

% Cost  Nature of Business
Held £000
5 40 Development of
innovative
products the

medical industry
49 987 Holding company
for investment 1n
ErgoDynamics
Applications BV

The company’s share of ErgoDynamics Participations BV results (after tax and minonities) and equity are as

follows

Resuilt for the year

Net asscts

4 DEBTORS

Amounts due from group undertakings
Other debtors and prepayment

5 CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Trade creditors and accruals

2008 2007
£7000 £000
(105) 236

(81) 24
2008 2007
£000 £7000
979 -
14 .
993 .
2008 2007
£000 £ 000
109 140
109 140
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SHARE CAPITAL

Ordinary shares of 1p each
Authorised

Issued
At beginrung of year

Issued 1n year

At end of year

2008 2007
Numbers Numbers
(*000) (‘000}
500,000 100,600
41,188 13,599
32,412 27,589
73,600 41,188

On 31 July 2007 the company issued 17,500,000 shares The total non cash consideration, which was valued
under section 103 of the Companies Act 1985 amounted to £2,100,000 The shares each have a nonunal

value of | pence

On 4 January 2008 the company issued 14,912,000 shares The total cash consideration amounted to

£969,280 The shares each have a nominal value of | pence

On 12 November 2007 a resolution was passed to increase the authorised share capital of £5,000,000 by the

creation of 400,000,000 new ordinary shares of 1 pence each

RESERVES
Share warrant Share Profit & loss
Reserve premium account
£000 £000 £000
Asat 1 Apnl 2007 278 2,570 (486)
Loss for the year - - (188)
On 1ssue of shares - 2,735 -
As at 31 March 2008 278 5,305 (674)
RECONCILIATION OF MOVEMENT IN EQUITY SHAREHOLDERS’ FUNDS
31 March 31 March
2008 2007
£000 £000
Loss for the year (188) (160
On 1ssue of shares 3,059 2,103
2,871 1,943
Opening shareholders’ funds 2,774 831
Closing shargholders’ funds 5,645 2,774
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