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Fermiscan Holdings Limited and Controlted Entitics
Directors’ repott

The directors present thelr report together with the financial report of the conso!idafced epiity consisting
of Ferrniscan Holdings Limited (Fermiscan) and the entities it controlled, far the financial year endgd
31 December 2000 and auditor's report thereon. This financial report has been prepared in
accordance with Australian Accounting Standards,

Principal activities

During the period up until the company had a Voluntary Administrator appointad, Fermigcan's principal
activity was the commercialisation of an innovative non-invasive diagnostic test for the detection of
breast cancer. The test is based on the discovery by an Australian scigntist that a changa can be
detected in the molecular strugture of hair from women with breast cancer and this change can be
identified by using diffraction of X-rays generated in a synchrotron.

Resulis .
The consolidated loss aftér income tax atiributable % the members of Fermiscan Holdings Limited was
$14.108 million (2008; logs §2.244 million).

Review of operations

As one can see by the cash pasition of the group as at 31 December 2008, in comparison to 31

December 2008, & graat deal of cash was expended on Employee Remuneration - $5.744m;

Synchrofron expenses- $1.243m; Legal fees - $1.509m and Other - $1.760m. The company

expenses were far too high to sustain the amaunt of scientific work and the commencement of pre-

commersialigation. The Board was endeavouring ta commercialise the technology and had
_cormmenced expenditure on robotics and staff to educate the medical profession.

On 17 April 2009 the Board announced they had agreed to a proposed merger with Polartechnics
Limited. On 16 July 2009 the Board announced that the off market offer from Polartechnics Limited

was withdrawn due to the minimum of 0% acceptances not being achieved.

On 16 July 2009 Mr. David Young resigned as a director and the Board agreed to down size due to
the two clirical trials to ba completed and the court cage, as noted below. During this process the
Board became aware that the requirement for the compietion of the Italian and French trials was
necessary to be able to provide {0 the medical profession the efficacy of the test. It was decided fo
endeavour to complete these trals.

0On 2 Oetaber 2000 the company announced the sale of the Sydney Breast Clinie business for
21,000,000 ‘ess & fing! adjustment arnount representing net current assets less certain current
lizbilities with the net proceeds being $730,000.

The origina) inventor of the technology announced in the media that work had been canducted on
using x-ray diffraction of skin and finger nails to detect breast cancer. The Board was advised that this
was an fimprovement of the original patent owned by the group and as a result of this and subsequent
lsgal advice the company commenced legal proceedings in the Supreme Court. On 28 May 2009 the
case was decided against the company. The Board was adviged io appeal the decision, and on 11
Novembear 2010 the New South Wales Court of Appeal handed down ilg decision dismisaing the

aprsal with costs,

The Board of Directors reviewed the cash position and the cost of lzga! expansas and & decision was
taken to appaint a Veluntary Agministrator on 18 Novemnber 2008.

Fermiscan Holdings Limited
31 Decamber 2009 Fage 1
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Cash position
The overall net cash position in the year decreased by $6.6 mil
2008 to £0.8 million at 31 December 2008.

lign from $7.5 million at 31 December

Significant changes in the state of affairs
Apart from the matters noted in the "Review of operations’, "After balance dale gvents” and in the
financial statements and accompanying notes attached, there were no other significant changes in the

state of affairs.

After balance date events

Fermiscan Holdings Ltd was placed inta Voluntary Administration ori 18 November 2009 and
subsequently creditors resolved on 16 February 2010 that the company exacute a Deed of Company
Arrangement (‘DOCA®). This DOCA was executed by the company and the Adminigtrator on 8 March

2010.

The controiled entifies being Fermiscan Pty Limited, Fermiscan Australia Pty Limited and Fibrescan
Pty Limited were also placed into Voluntary Administration on 18 Novamber 2008, creditors of thasa

entities resolved to place them in liquidation on 16 February 2010.

On 2 June 2010 creditors of the campany reselved to vary the DOCA, such varied DOCA was
executed by the company and the Administrator on 11 June 2011. The DOCA payment required by
ine company was funded by a capital raising of $100,000 with 10,000,000 shares being issued at 1
cent. The amended DOGA included all assets of the company being contributed to a Creditors Trust
for the benefit of the company's ereditors. As a resuit of the effectuation of the DOCA the company

currently has no assets or liabilities.

The DOCA was wholly effectuated on 11 June 2010 and the company was at this date returnad to the
control of its directors,

Likely developments

Fermiscan applied to have its ASX suspension liffled and for trading to recommence post &
shareholdars meeting which will be called to approve a placement of new capital to raise a minimum
of $1,300,000. Subjact to the finalisation of the fund raising the company has negotiated with the
European parties o complete the [talian and French trials that were commenced last year. On
completion the Board will negotiate with these parties and the purchaser of the Fermiscan patents to
move to the commercialisation of the technology.

Environmental regulation
The consolidated antify’s operations are not subject to any significant Commonwealth or State
environmeantal regulations or laws.

Dividend patd, recommended and declared
No dividends were paid, deciared or recommendad since the start of the financial year.

Share options

Fermiscan granted 2,900,000 options to employees through the Employee Share Option Plan in
March 2009. The option exarcisa prices were 32 cents (2,000,000 options) and 30 cents (200,000
options).

The options are exercisable in 3 equal tranches of three hundred thousand oplions each over two
years, with the first tranche being exercisable at any time after the date of grant, the second tranche
on the first apniversary of grant, and the third tranche on the zecond anniversary of grani, The options
expire on the earlier of the date being seven (7) deys after the date the employse ceases working with
Company for any reason, and the third anniveraary of the date of grant.

Fermiscan Holdings Limited
41 December 2008 Paga 2
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information on Directors and Company Secretary

The qualifications, experience and special responsibilities of each person who is @ director of
Fermiscan Holdings Limited at the end of the financial year is provided befow, together with details of

the comparny secretary.

Gary K Garton BComm - Resigned on 23 September 2009

Experience and expertise

Mr. Garton has bean Chairman since the listing of the company in 2006.

Mr. Garton was appointad to the board of Fermiscan Holdings Limited on 9 Oclober 2008.

He is an experienced Chief Executive Officer and public company director with a domestic and
international background in the service, software and manufacturing indusiries. Mr. Garton was
President and Chief Executive Office of Brinks Inc. for 10 years, the largest security transportation and
armoured car company in the US. Prior to moving to the US he was an Execuiive Direcior of Brarmbles
Haldings Limited. Mr. Garton was Chief Executive Officer and Managing Director of the gaming
company Aristocrat Leisure Limited and successfully lad Aristocrat through its initia) public offering and
listing on the ASX. Mr Garton is Chairman of the publicly listed QOdyssey Garming Limited.

Committee membership and special responsibilities
Chairman of the Board

Member of the Audit and Rigk Commiitee

Chairman of the Remuneration and Normination Commitiee
Chairman of the Govarmance Committes

Diractorships in listed companies in the last three years
Chaiman, Odyssey Gaming Limitad

David ¢ Youny - Resigned an 17 July 2003

Experience and expertise

Mr Young led the Fermigean management team since its formation in 2008,

Mr Young becameé a director of Fermiscan Holdings Limited on 9 October 2006,

Me was previously Group Managing Director and CEO of Australian Pharmaceutical Industries
Limited, an integrated health services business operating across Australia and New Zealand with 2
turnover in excess of A33 billion. Prior to this, Mr Young was Group Managing Direstor at Hallenstein
Glasson Holdings Limited, @ Mew Zealand based specialty fashion retailer with over 100 stores in New
Zegland and Australiz. He spent 10 years abroad in senior international roles at Dairy Farm
international running mulfiple busingsses in various South East Asian couniries. Mr Young also had 12
years with Target Australia Pty Limited in State and National roles in buying and marketing.

Comniittee membership and special responsibilities
Managing Diractor

Mermber of the Audit and Risk Committee

Member af the Remuneration and Nomination Commitiee
Mamber of the Governance Committes

Directorships in listed companies in the last three years
None

Fermiscan Holdings Limited
31 December 2008 Paged
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repayments of debt securities or equity

Other than the above, there were no issues, repurchases and z QUi
» and an overview of the palicy 18

securiies in the year. Fermiscan has a "Dealing in Securities Policy
available on the company website.

Shares under option
Unissued ordinary shares of Fermiscan Holdings Limited under option at ihe date of this report ars as

follows:
Nurtber of unissued  lssue price of Latest
ordinary shares shares expiry date
under option of the
options
6,500,000 30 cents 9-Cct-11
8,600,000 30 cents 9-Nov-11
£,000.000 32 cents 10-Dec¢-13
18,200,000

No option holder has any right under the aptions to particinate in any other share issue of the
company, other than for bonus issues.

Shares issued on exercise of options

No ordinary shares of Fermiscan Holdings Limited were issued during or since the end of the financial
year as a resuit of the exercise of an option. There are no amounts unpaid on shares issued on

exercise af options.

Indemnification and insurance of Directors and Officers

For the year ended 31 December 2008 the Company had agreements to indemnify Directors and
Officers of the Company against all liabilities to persons (other than the Company or related body
corporate) which arise out of the performance of their normal duties as Directors or Executive Officers
unless the liability relates to conduct involving lack of good Ffaith.

The Company agraed to indemnify the Directors and Executive Officers against all costs and
expenses incurred in defending an action that falls within the scope of the indemnity. The Directors’
and Officers’ liability ingurance providas cover against all costs and expenses involved in defending
lagal actions and any resulting payments arising from a liabitity to persons (otner than the Company)
incurred in their position & & Director or Executive Officer uniess the conduct invalves a willful breach

of duty or an improper use of ingide information or position to gain advantage.

The insurance policy does not allow specific disclosure of the nature of the liabilities insured against or
the premium paid under the paficy.

The company has not indernnified or agreed to indemnify the auditor of the company.

Proceedings on behalf of the consclidated entity
No person has applied for leave of Court to bring proceedings on behalf of the consolidatad entity.

Farmiscan Holdings Limited
31 Dacember 2009 Page 3
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Dr. Ronald Shnier MBBS, FRACR ~ Resigned 8 July 2010

Experience and expertise

Dr Shnier besams & director of Fermiscan Holdings Limitett on 8 November 2006 and the Chief
Medicatl Officer in October 2008.

He is a practising Radiologist and Director of 8T George MRI & well &5 the Presidept of the‘ Australian
Diagnostic Imaging Association. {n the past he has been Director of Symbion Imaging Clinical
Research Imaging Centre and National Director of Research and Professional D_evelop(nent atl
Symuion lmaging, divisions of Symbion Health Care Limited, General Manger Diagnostic Imaging fer
Symbionhealtt. Prior to this Dr Shrier was Director MRI Services Sydney In_‘laglng Group an_d
Chairman Sydney Imaging Group and has held @ number of prominent medical roies at leading
hospitals,

Committee membership and special responsibilifies

Mamber of the Remunaration and Nomination

Member of the Audit and Risk Comrmitige

Chairman of the Scientific and Medica! Advisory Board

Directorships in listed companies in the Jast three years

None

Mr. Leon Phillip Carr- Appointed as a Executive Director on 17 July 2009, resigned on 25
September 2009

Experience and expertise

Has had over 30 years as an investment banker, Started his career at J B Were, was employed in
Hong Kong for 4 years and on returning o Australia in 1981 became a director of Mcintosh Secyrities
Lirnited. Currantly is involved in investment banking and rastructuring of companies,

Mr. Mark Fordree- Appointed 17 September 2009, resigned 2 June 2010

Experience and expertise

Mark is a financial markets profassional with aver 30 years experience in funds management,
stackbroking and corporate advisory.

Mr. lan Chalmers — Appointed 17 September 2009

Experience and expertise

lan was formeriy Chief Executive of Medicinas Augtralia and previous roles included Chief Executive
of Australian Local Government Association and Executive Directar at hofh Australian Private
Hospitals Association and the Australian Lifswritars Association.

lan is an experienced chief executive, with extensive health secior exposure, He has had two
decades as chief executive of @ number of significant national organisations, as well as a faderal
ministerial adviser, & parliamentary policy and reséarch adviser, a government relations consultant
and several non exécutive directarships.

Mr. Ben Dillon- Appeinted 2 June 2010

Experience and expertise

In life sciences Ben is currently advising to healthcare service providers including Macquarie Health
Corparation and Independent Private Hospitals of Australia. Ben has previously served as a Managing
Director and CEQ of Polartachnics Limited, an ASX listed medical devices company that specialised in
cervical cancer and malanorma screening systems,

Before the above role in life sciences, Ben had an exténsive and broad range of commergial
experience including roles as a partner in KPMG Sydney specialising in corporate advisory services,
senior management roles in hospitality managemant, property investrnant banking with Macgquarie
Bank timited and insfituiiona’ property banking with Wesipac Bank Lirnited,

Fermiscan Holdings Limited
21 December 2009 Fage &
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Ben has Bachelors of Economics ang Law from Sydnay University and Masters of Management
{(Marketing) from Macquarie Graduate School of Management, Ben is currently an Associate of the
Institute of Chartared Accountants in Australia, a Fellow of the Cirancial Servicas Institute of
Australasia and a Member of the Royal Inatitution of Chartered Surveyors.

Directorships in listed companies in the last three years
Polariechnics Limited

Mr. Robert Whitton- Appointed 20 August 2010

Robert Whitton s a Director at William Buck, Chartered Accountants & Advisors where he is head of
their Business Recovery team. He has in excess of 25 years insolvency, reconstruction and busingss
advigory experience gained across a range of acecounting firms. He is a Fellow of the Institule of
Charterad Accountants, an Official Liquidator, Trustee in Bankruptey and & Certified Fraud Exarniner.

Robert is currently the Chairman of The Australian Wine Consumers Co-operative Society Lid ("The
Wine Society”) where he has been a Director for 8 years. The Wine Society is Australia’'s oldest not for
profit wine ¢lub having been established in 1946 with around 50,000 mermbers nationally.

Mr. Gregory C West Chartered Accountant

Mr. West was appointed as Company Secretary on 8 Qctober 2006.
Resigned en 16 July 2009

Appointad as a Company Secretary on 13 Octobar 2008
Experience and expertise

Mr West has worked as a Company Secretary and Chief Financial Officer in leading services
organisations. Mr West was appointed as Company Secretary on @ October 2008.

Directorships in listed companies in the last three years
None

Ms. Caroline Raw
Appointed as Company Secratary on 7 Octaber 2008
Resigned on 13 October 2008

Fermigcan Holdings Limited
31 Degember 2009 Page &
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Directors’ Meetings

The number of meetings of the board of directors and of each board committee held during the
financial year and the numbers of meetings attended by each director werg.

Board of Audit & Risk Remuneration & Governance
Directors Commitiee Nomination Commiftee
Committee
Eligible Eligible Eligible Eligible
to Alttended to Aftended to Altended o Attended
attend attend aftend attend
Gary Garton (1) 12 12 1 1 - - 4 1
David Young (2) 10 10 1 1 - - 1 1
Cr Ronald . . -
Shnier(3) 18 14 1 1 -
Mr Leon Carr (4) 3 3 - - - - . .
Mark Fordres (5) 4 4 - - - - - -
lan Chalmers (6) 4 4 - - - - . -

(1) Resigned an 22 September 2008

(2) Resigned on 17 July 2008

(3 Resignad 8 July 2010

(47 Appgintad an 17 July 2002 and resigned an 25 Seplember 2003
(5 Appainted an 17 September 2009 and resigned 2 June 2010

(8) Appuinted on 17 September 2009

Directors’ interests in shares or options over shares

Directors' relevant interests in shares of Fermisean Holdings Limited or oplions over shares in the
company as at 31 December 2009 are detailed balow.

Directors’ Ordinary Shares Options over
relevant of Fermiscan shares in
interests in: Holdings Limited Fermigcan

Holdings Limited

Dr Ronalg Shnier - 8,300,000
Mark Fordree 400.000 -
lan Chalmers 400,000 -

Directors” Inferests in Contracts

Information regarding individual directors and executives compensation is provided in the
Remuneration Report section of the Directors Report,

No director has entered into a material confract with the company or congolidated entity (other than an
emplayment contract) since the end of the prévious ygar and, there wera no materiat contracts
invoiving directors' at 31 December 2009,

Auditor's Independence Declavation

A copy of the auditor's independence declaration in retation to the audit for the financial year is
provided with thiz report.

Farmiscan HoldIngs Limited
31 December 2009 Page 7



1.0CT. 2070 16:24 WILLTAM BUCK 61 2 826347111 N. 672 P9

Non-Audit Services

Non-audii services are approved by audit committee and approval is providec} in writing to the board of
directors. Non-audit sarvices provided by the auditors of the consolidated entity during the year, ‘
Pitcher Partners, are detailed balow. The directors are safisfied thet the provision of the non-audit
services during the year by the auditor is compatible with the general standard of independence far
auditors imposed by the Corporations Act 2001.

Amounts paid or payable to an auditor for non-audit services provided 2008 2009
during the yaar by the auditor to any enfity that is part of the consolidated $000 $:000
enkity for

Taxation services, due ditigence and comporate secretarial services 161 127

Farmiscan Moldings Limited
31 Decamber 2009 Page 8
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REMUNERATION REPORT

Remuneration policies

The board policy for datermining the nature and amount of remuneration of direciors and executives 15
agreed by the board of directors as & wholg, in consultation with the board Rermuneration &
Nomination Committee, The board obtaing professional advice where nécessary to ensure that the
company attracts and retains talented and motivated directors and employees who can enhance
company perforrnance through their contributions and leadersnip.

For directors and specified executives, the company provides a remuneration package that
incorparates hoth cash-based remuneration and shara-based rermunaration. The contracts for service
between the company and specified diractors and executives are on a continuing bagis the terms of
which are not expected ta change in the immediate future aside from normal negotiations on contracts
as they approach their conclusion and the normal annual review processes gxpectad in July each
year. Dug o the development nature of the business the remuneration policy is not directly refated to
campany performance. The hoard considers a remuneration policy based on short-term returns and
incentives alcne would not be beneficial to the long-term creation of wealth by the company for
sharetolders.

Non-executive dirsctors receive fees and share-based remuneration.

The company determines the maximum amount for remuneration, including threshalds for sharg-
hased remuneration, far directors by resolution. Directors’ share-based remuneration was voted on by

members at genaral meetings.

DIRECTORS’ AND EXECUTIVES' COMPENSATION

{a) Details of Directors and Key Management Personnel

The directors and key management personnel duriné the year ended 31 Decermber 2008 were: -

{7) Directors and executives

Gary K Garton Chairman — Non-Executive director

Davic C Young Managing Diracter

Dr Ronald Shnier Chief Medical Ofcer

Mark Fordree

lan Chalmers

Leon P Carr Corporate Strategist

Gary Corino Chief Seienfific Operations Officer

Dr Peter French Chief Scientific Officer

Richard M Toltz General Counsel

Greg West Company Secretary & Chigf Financial Officer

There have been no changes fo executive or director compensation amangements after reporting date
and the date the financial report was actherised for issue.

The names and positions of each person wha held the position of director at any time during the
financial yaar is provided above. The five named exscutives in the consolidated group who received
the highest remuneration for the financial year ara named above.

Fermnlgecan Holdings Limited
31 Decamber 2009 Page 9
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(d) Shares issued on exercise of compensation options (consalidated)
There were no shares issued on exercise of compensation options during the year,

(¢)  The number of options held by directors and key managemnent personnel (consolidated)
Are as described in the preceding table.

] Number of shares held by directors and key management personnel
Relevant interest in ordinary shares held in Fermiscan Holdings Limited by diractors as at 3t December
2000
Opening Acquired  Dispused Closing
balance or retired Balance
1 January aza N
2009 director  December
2009
Directors
Gary Garion 41,140 - 41,140 .
David Young 1,037,430 - 1,037,430 S
Dr Ronald Shnier - - - -
Mark Fardree - 400,000# - 400,000
lan Chalmers - 400,000# . 400,000
Executives
Leon P Car 44 819,302 - 44,818,302 -
Gary Corino - - - -
DOr Peter French - - "
Richard M Teltz 25,773,200 - 28,775,200
Greg West - - - _
Total 71,671,072 800,000 71,671,072 800,000

* The shareholdings shown here are relevant interests in shares by the director
or the executive or their associates.

** regigned as a director or exseutive during the year

# appointed as directors during the year

SERVICE AGREEMENTS

Tha non-executiva directors’ being Gary Garton and Dr Ronald Shnier have agreamenis defailing the
formal terms and condilions of the appointment, expected time commitment, procedure regarding conflicts
of interast, performance appraigal, ramunération, superannuation and insurance arrangements. The
Fermiscan Constitution governs the election and appointment of directors, rotation of elected directors,
casual vacancies and eligibility for election. The terms and entitlements af nen-executive directors are
governad by normal employment [aw.

The following summarises the key provisions of service agreements with executives:

" Mr David Young had a three year service agreement a¢ Managing Director from April 2008 which
can be terminated by Mr Young on three months notice or is terminable by the company after three
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years on hree months notice. Other than by normal operation of [aw, he contract does nat provide

for any termination payment.

. Mr Leon Carr had a three year service agreement as Corporate Strategist from April 2008 which
can be terminated by Mr Carr on three months notice or is terminable by the company after three
years on firee months natice. Other than by normal operafion of law, the contract does not provide
for any termination payment.

. Mr Richara Toltz had a three year service agreement as General Counsel from April 2008 which
can be terminated by Mr Toltz on three months notice or is terminable by the company after thre‘e
years on three months notice. Other than by normal operation of law, the contract does nat pravide
for any termination payment,

- Dr Peter French has an ongoing service agreement as Chief Scientific Officer from April 2008 which
can be terminated by Dr Franch on three months notice ot is terminable by the company on three
months notice. Other than by normal operation of law, the cottract doas not provide for any
termination payrment.

. Mr Gary Corino has a thres year service agreement as Chief Operations Officer USA from April
2006 which can be terminated by Mr Corino on six months notice or is terminable by the company
after three years on six months notice. In some circurnstances i the Company terminates Mr
Corino’s employment within three years from commencement he Is entitled to a termination
payment equivalent to his annual salary for the period from termination to the end of the three
years.

* Mr Greg West had a three year service agreement as Chief Financial Ofear from May 2008 which
can be terrinated by Mr West on six months notice or is tarminable by the company after three
years on six months notice. In some circumstances if the Company tertrinates Mr West's
employment within three years from commencement he is entitled to & termination payment
aquivalent to his annual szlary for the period from termination to the end cf the three years.

Signed in accordance with a resolution of the directors.

Directar b L

Sydney : L OO
Date /é &g/d}é/ﬁw LL.,.,/ v‘? “
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ACEOUNTANTSE AUDITORS & ADVISORS
Level 22 MIC Centre Postal Address:
19 Martin Place GPO Bax 1615
Sydney N3W 2000 sSydney NSW 2001
Australia Australia
Tel #5112 927 2099
Fax: #6812 22231762
whwiw pitcher.carm ol
parmngrs@pitcher-new,com au
Fitcher Partners. incluging Jahnaten Rarke,
15 an asseciation &f independent firms
Melbeurne | Sydnzy | Parth | Adelaide [ Brsbane
AUDITOR'S INDEPENDENCE DECLARATION
To the Directors of Fermiscan Holdings Limited
In relation to the independent audit for the year ended 31 December 2009, as lead audit
partner, to the best of my knowledge and belief there have been:
(i) no contraventions of the auditor independence requirements of the Corporations Act
2001; and
(ii) no contraventions of any applicable code of professional conduct.
7 7M
MARK GOD SKI
Partner
PITCHER PARTNERS
Sydney
16 September 2010
Hﬁ@ ot n PRI
An independent Naw South Wales Partnership ABN 35 415 750 802 TTBRAKER THLLY

Liability hmited by a scheme approved under Prafessignal Standards Legisiation I TR AT I AL
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Corporate Governance Statement

The comments below apply for the period commencing 1 January 2009 and up o the date the company
appointed an Administrator.

Approach ta Governance

Fermiscan Heldings Limited was committed to high standards of corporate governance and this was
reflected in its culture, policies and business practices. The Fermiscan Board had in place govemance
structures for the strategic direction and policy including an overall framework of internal control, risk
management and ethical standards.

This document outlines Fermiscan's corporate governance policies and Fermiscan compliance with the
ASX Corporate Governanee Council's Principles of Good Corporate Governance and Best Practice
Recommendations (ASX Principles) as described in this corporate governance statement.

ASX CORPORATE GOVERNANGE PRINCIPLES AND RECOMMENDATIONS

PRINCIFLE 1 - Lay sofid foundations for management and oversight

The role of the Board was to provide strategic guidance and effective oversight of management. The
diractors representad the interests of shareholders and were responsible for the overall direction, long
term objectives and strategy, performance, sompliance and policies.

The Board adopted a formal board charter, which was available on the Fermiscan website, and defails the
Board's role and responsibilities, membership, delegation of authority, commiitee composition and Board
performance review. The Board was alse governed by general law, the Corporations Act 2001 and
Fermiscan's Constitution.

Board responsibilities

The main Board rasponsibilities, summarised from the Board charter included:

- Shareholder interests: to serve the interasts of shargholders angd recognise the inferests of other
stakeholders such as employees, potential custorners, regulators, and broader Fermiscan related
commynities;

. Strategy: to drive the strategic direction, set goals, performance measures and pelicies.

. Leadership: to determine the managing director's terms of appointrment, performance evaluation
and replacement; provide specific delegated authority to the ranaging director to oversee the day
to day operations of Fermiscan;

. Performance; to review business results and manitor perforrmancs against key performance
maasures, corpofaie strategy plans and budgets, review reporting to sharehalders and regulators;
spprove and monitor any raquired actions.

. Risk management ; to consider and approve Key risk management strategies; review and menitor
processes for regulatary compliance

' Board performance: to ragularly review the performance of the board, its commiitees, and
individual directors, with external assistance as required; and

) Audit- to select external auditors and to evaluate their performance and indepandence,

The Board meet for at least ten regular meetings each year and other meetings are calied as deemed
necessary. The Board agendas are established by the chairman and managing director and were
structured to meet Board responsibilities. At each of the meetings directors' receiva reports provided by
executive management, The Board discussed the Company slrategy to consider longer term issues and
strategic initiatives.

Each director had the right to seek independent professional advice at Fermiscan's expense cn a matter
relevant to the director's role at Fermiscan and affecting the director's own position, subject to prior
approval from the chairman,
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Delegations of Baard authority

The Board delegated the authority of the day to day management of Ferrmiscan to the managing director
subject to specific delegations and fimits. Regular consultation between the managing director and the
chairman accurred on matters generally as they arise.

The managing director's responsibility included:

] the devalopment of long-term objectives, strategic plans, initiatives, performance measures and
pelicies in consultation with the board,

- ansuring day to day operations are carried out effectively and efficiently;

. monitaring business performance against key performance measures, corporate strategy plans and
the budget;

- determining the terms of appointment, performance evaluation, succession plang and replacement
of his diract reporis, in consultation with the Remuneration & Nemination Committes;

. development and menitoring of the risk management framewerk and building an appropriate
internal control environment, in consultation with the Audit & Risk Commitiee; and

. bringing material and relevant matters to the hoard in a timely and factual manner,

PRINCIPLE 2- Sfructure the board to add value

The directors’ possess a broad range of relevant skills and experience necessary to meet its objectives,
whilst encouraging engaged debate. The Board composition, with datails of individual mempers including
skills experience and expertise, is sat out in the Ammual Repert and the Direcfors Report.

A review of the Board's composition took place annually and matiers such as the complexity of the
businass, the effecliveness and efficiency of the Board, appropriate capabilities and expertise of the
collective Beard and individual directars are taken into consideration.

The composition of the Board and the election and appointment of directors was determined in
accordance with Fermiscan's Constifution which was available on the Fermiscan website, and are also
subject to relevant regulatory requirermnents. With the exception of the managing directar, directors retire
by rotation and serve a maximum three year termn, although each may stand for re-election.

The Board pericdically reviews the framework for director nomination, with guidance from the
Remuneration & Nomination Committee, to ensurs the skills sets and experience of selected candidates
ara complementary to those currently available on the Board and consigtent with the commercial and
other circumstances of Fermiscan, both currently and into the foresesable future. The Remuneration &
Nomination Commities will evaluate pofential candidates taking into consideration factors such as
professional skills, background, perzonal qualities, experience and whether the candidate's skills wili
augrment the exigting Board,

Board commitfees

The board estatlished three standing committees to assist in the execution of its respensibilities. Each
committee had terms of reference with authority delegated from the Board and an independent chaifman.
The Board determines committee composition, membership and ¢harters. Committee memberships are
reviewed annually and are baged on the capabilities and experienees of individus| directors, Minutes of
subsidiary boards and board commitice meetings are included in the board papers for the information of
all directors.
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The standing cornmittees’ are

. Audit & Risk Comrnittes

. Remunergtion & Nomination Commifae

- Govemnance Committes

Members of the carmmittee during the year included: -

rS:.‘.;z.-ir:ﬁngr commitiees
Audit & Risk Remuneration and Governance

Nomination

Or Ronald Shinier (Chairman} | Gary Garton (Chairman)

Gary Garton (Chairman)

David Young David Young

David Young

Gary Garton Dr Ronald Shnier

The role of each of these committeas is considered in the appropriate section of this corparaie

governance statement. In addition to the standing commitiees, Fermiscan had-!

. a Scientific and Medical Advisory Board which meet bimonthly. its purpese was to help direct

20

praduct development and clinical testing programs and to provide independent advice to the Board

of Fermigean.

The advisery board provided professional oversight and advice on the commercialisation of the
company's products to ensure thay met the expectations of the medical and patient communities.
The composifion of the advisory board represented key perspectives and inputs needed in the
devalopment programs from hoth scientists and physicians specialising in varfious areas of

tnedicine, including radiolagy.

. & Fermiscan Human Research and Ethics Commitiee provided govemnance to planned trials for

the company. This committes was registered with the National Health and Medical Research

Council (NHMRC).

The purpose of the Ethics Committee was to protect the weliare and the rights of participanis in
research whils following the guidetings and principles encapsulated in the "National Statement in

Ethical Conduct in Research Invelving Humans".

Goavernance Committae

The Governance Committee assisted the Board o discharge its responsibilities relating to corporate
governance pracfices. The commitiee comprised the chairman, Mr Gary Garion, and Mr David Young,
the managing director, The roles and responsibilities of the committee were reviewed regutarly by the

Bboard.

The Chairman
The chairman was responsible for:
. leading the board:

. chairing meetings of the board and sharaholders;
. being the primary point of contact between the board and the managing director,
. representing the views of the board to the public;
. instituting the process for appraising board members and the board as a whole;
. comrmunicating with shareholders on malters of corporate governance; and

. angoing counselling of individual directors.
The reles of the chairman and the managing director wers entirely separate.
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independernce

To qualify as an independent director, & director must be independent of management and free qf any

business or ather relationskip that could materially interfere with —or could_be reasonably perceived 0

materially interfers with — the exercise of their unfettered and independent judgement

The Board made regutar determinations on the independencs of individual directors based on an

independence policy and a review process undertaken by the Board. Independence was met when a non-

executive diractor:

» was not an officer of a substantial shareholder, or otherwise associated directly or indirectly with, a
substantial shareholder of the comparny,

. had not, within the last three years been employad in an executive capacity by the company;

- had not, within the last three years been a principal or employee of the external auditor, material
profagsional adviser or a material consultant to the company

. was not a material supplier or customer of the company , or @n officer of or otherwise gseaciated
directly or indirectly with a material supplier or customer,

. had no material contraciual relationship with the company, other than as a director of the campany,
and

. was free from any interest and any business or other relationship which could, or could reasonably
be parcaived to, materially interfere with the director's abifity to act in the best interests of the

company.

In determining whether a diractor's interest or relationship interfersd with their independence, the Board
had regard fo the materiality of the interest or relationship. If directors’ circumstances change, they wera
expeacted to volunteer information relevant to a continuing independence assessment.

Avoidance of confiict of inferest

In addition to the issue of independence, diractors had a continuing responsibility to aveaid conflicis of
interest (both real and apparent) between their duty to Fermiscan and their own interests. Direclors were
required to disclose any actual or potential conflict of interest on appointment and were required to keep
this disclosure up to date.

A director who had an actual or petential confiict must immediately mform the Board and remove
thernselvas from any discugsions or decision making in relation to the actual or potential conflict.

Appaintment of Direclors

Tha Fermiscan Constitution gaverns the elecfion and appointment of directors, rotation of elected
directors, casual vacancies and eligibility for election. There are a pumber of elements relating to
formalising the appeintment for either elected or appointed independent directors, including:

. a letter datailing the formal tarms and conditions of the appointment, expected time commitment,
procedure regarding conflicts of interest, performance appraisal, remuneration, superannuation and
insdrance arrangements;

. writter congent to act as a director;
. agreement to the directors Code of Conduct; and
. Deed of Access to Documents and provision of Indamnity Insurance.

Board renewal

The Boara's policy on renewal was o enstre the Board remained open to new ideas and independent
thinking. As part of the poficy, the Board set, as a general rule, that direclor's tenure will be reviewed If
the director is approaching a service period of three concurrent terms of office, Matters o be considered
by the Board when a director is approaching & service period of three concurrent terms of office would
include board competencies, board committee membership, and the average tenure and experience of

the board gverall.

PRINCIPLE 3 - Promote ethical and responsible decision making

Fermiscan was cormrmitied to establishing and maintaining high ethical standards in its dealings with
sharehoiders, stakeholders and regulatory bodies. Fermiscan's established committees in addition to
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those required under ASX Corporate Governance requiramants to betler address the ethical_ is5UeE
surrounding the company's medical diagnostic activities — the F ermiscan Scientific and Medical Advisary

Board and the Fermiscan Human Research and Ethics Committes

The company's codes of conduct which governed ethical business Behaviour in addi‘tion to policies
covering whistleblower protection, shareholder communications policy, conunuous disclosure and dealing
in secyrities.

Directors and st@ff were encouraged fo own shares in Fermisean in accordance with policy. The palicy

prohibited dealing in securities cutside certain designated pertods and &t any time wh@ch the individual is
in possession of inside information. Directors and executives were granted share options over the fast

thres years and this is disclosed in the Remuneration Report.

The Fermiscan Board took ethical and responsible decision-making seriously and it e;pected employees
to have the same approach. All directors, managers and staff werg expected lo act with the utmost
integrity in the bast interest of the organisation, while striving at ali times to enhanca the reputation and
performance of Fermiscan.

The Board and the staff acknowledge that they were ragponsibla for promoting high ethical and integrity
standards and that the language, attifudes and actions of directors and the staff affect the integrity, athics,
values and other aspects of Fermiscan's culturs,

PRINCIPLE 4 - Safeguard integrity in financial reporting

The Board wera committed to integrity in financial reporting particularly as it applies to the company’s
financial position and prospects. The Board had a structured process, through the Audit & Risk
Committea, for the quarterly, six monthly and annual financial reports including the sign off and release of
information 1o the market.

The Audit & Rigk Cornmittee assisted the Board to discharge its respansibilities relating to the integrity of
the financial reporting, the effactiveness and independence of the audit, evaluation of the management
processes relating to compliance, internal control systems, and the risk management framework.

The committee comprised at independent chairmar, an independent non-exacutive director and the
managing diractor. All members had a sound understanding of the industry within which Fermiscan
operates and are financially literate. The roles and responsibilities of.the committee were reviewed
annually.

The Audit & Risk Committee met with the external auditor throughout the year and the auditor had a
standing invitation to all Audit & Risk Committee meetings. The auditor reperted directly fo the Audit &
Rigk Committee and had unrastriciad access to the Board. The auditer's main role is to provide
independent assurance to shargholders that the financial statements are free from any material
misstatement.

ERINCIPLE 5 - Maka timely and balanced disclosure

Farmiscan recognises the imporiance of timely and accurate disciosure to its shareholders and the
broader investrrent market and to mest its continuous disclosure obligations, The company is commiitted
to ensuring that all investors have ecual and timely access to materfal information regarding the
company's financial position, perfermance, ownership and govemance.

The board had a continuous disciosure policy designad to facilitate compliance with its ebligations under
the ASX Listing Ruies.

PRINCIPLE 6 - Respect the rights of sharefiolders

Fermiscan understood the importance of effective communication with its shareholders and put in place a
shareholder communications palicy which encouraged and promoted effective communication with
shareholders and paricipation at general meetings.

The external auditor is present at all General Meetings and is available to answer sharehaldar queries
about how the audit is conductad and the preparafion and cantent of the auditor's report.
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FPRINCIPLE T - Recognise and manage risk

The Board overseed the management of the group's risks through Board and management committees.
Fermiscan executives are responsibie for risk and internal control and the risk management systems.

The Board reviewed and approved the risk management framewerk and set key risk parameters for the
rmajor risk areas. The Board evaluated the affactivenass of risk management strategies and internal
control processes with guidance from the Audit & Risk Commities

Risks were marniaged through an oversight structure and an intemal control framework that includes:

= continual rigk identification, assessment and control processes,

. policies and procedures on risk and compliance;

. appropriate risk and compliance committee structires at board and management levels;

. assigning appropriate delagations of authority;

. recruiting skilled, professional staff;

. maintaining information systems which provide relevant, timely and accurate information on rigks
and controls; and

. independent assurance on risk framework and internal controls through audit.

The Fermiscan Audit & Risk Committee reviawed reports and agreed action and ensurzd that planned

audit activities are aligned {0 business risks,

The Board received assurance from the managing diracior and chief financial officer that the declaration
provided in accordance with section 285A of the Corparations Act is foundad on a sourd system of risk
management and internal control and that the system is operating effectively in all material respacts in
relation to financia! reporting risks,

FRINCIPLE B - Remunerate fairly and responsibly

The Remuneration & Momination Committee assisted the Board in discharging its responsibilities to
sharehalders in the arga of fair and respansible remuneration. In summary, the cormmittee monitorad and
reviewed the remuneratton policies and practices, ensuring they were fair, formalised and transparent.
The Committed acted for the Baard in the processes relating o director nomination,

The commities cormprised an independent rion-éxecutive chairman, an independent director and the
manading dirsclor, The roles and responsibilities of the committee were reviewed annually.

Executive performancs criteria were clearly defined; time constrained and based on the achisvement of &
balance of short and long-term corporate goals. The executive remunaration approach was fo reward
performance and provide an appropriately competifive salary to aftract and retain quality executives.

The Board reviewsd the performance and set the remuneration for the managing director after receiving
recommendations from the Remuneration & Nomination Committes. The managing director's review
involved assessing performance against established criteria.

Employment arrangements for the direct reports 1o the maraging director (including appointment,
termination, performance reviews, and incemtive arrangerments) wera subject to consuitation with the
Remuneration & Nomination Commiites as required,

Board remuneration is set by the Board after faking independeant, external advice from an organisation
specialising in remuneration matters. Directors fees are disclosed in the Remuneration Repert insluded in
the Annual Report,
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ASX CORPORATE GOVERNANCE PRINCIPLES AND RECOMMENDATIONS

Principle 1 - Lay solid foundations for management and oversight Compliamt
Recornmendation 1.1 Establish the functions reserved fo the board and these V
delagated to senior exacutivas and disclose thosa funclions.

Recornmendation 1.2 Disclose the pracess for evaluating the performance of J
sanior axecutives,

Bacommendation 1.3 Provide the information ndicatad in the Guide ta reporting J

an Principle 1.

Principle 2 - Structure the board to add value
Recommendation 2.1 A majority of the board ghould be independent directars.
Recommendation 2.2 The chairman should be an independent director.

Recommendation 2.3 The roles of chairman and chief executive officer should not
be exergised by the same individual,

Recommendation 2.4 The board should establish a nomination committze.

<. AL e 2 4

Recommendation 2.5 Disclose the process for evaluating the performance of the
board, its committees and individual directors,

Recommendation 2.6 Provide the information indicated in the Guide to reporing N
an Principle 2.

Frinciple 3 - Fromote ethical and responsible decision making
Recommandation 3.1 Establish a code of conduet and discloss the code or &
summary of the code as e

. the practices necassary to maintain cenfidence in the company’s integrity;

- the practices necessary to take account of their legal obligations and the
regsonable expectations of their stakehalders; and

» ihe responsibility and accountability of individuals for reporing and
investigating reports of unethical practices.

Recommendation 3.2 Estabiish a policy conceming trading in company securitias
by directors, officers and employees and discloss the policy or a surmnrmary of that v
policy,

Recomrmendaiion 3.3 Provide the information indicated in the Guide fo reporting v
on Principle 3.
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Principle 4 - Safeguard integrity in financial reporting Compliant
Recormmendation 4.1 The Board should establish an Audit Committes v
Recommendation 4.2 The audit commitice shouid be structured so that it \J

. consists only of non-execuiive directors The

) consists of a majority of independent directors d?;:;aog’gga
) is chaired by an independent chair, wha is not chair of the beard; and member of
= hag at least three members. cg’ri;%?;e
Recommendafion 4.3 The audit committee should have a formal charter. )
Recommendation 4.4 Provide the information indicated in Guide to reporiing on N

Principle 4.

Principle 5 - Make timaly and balanced disclosure

Recommendation 5.1 Establizsh written policies designed to ensure compliance

with ASX Listing Rule disclosure requirements and to ensure accountability at a N
senior executive level for that compliance and disclosure those policies or a

summary of those policies.

Recemmendation 5.2 Provida the information indicated ih the Guids o reporting J
an Prirngiple 5,

Principle 6 - Respect the rights of sharehclders

Recommendation 6.1 Design and disclose 2 communications policy for promoting

effective communication with shareholders and encouraging their participation at v
general maetings and disclose their policy or a summary of that policy.
Racormmendation 6.2 Provide the information indicated in the Guide to reparting v

on principle 6.

Principla 7 - Recognise and mariage risk

Recommendation 7.1 Establish policies for the oversight and management of v
material business risks and digclose a summary of those policies.

Recommendation 7.2 The board should require management to design and

implement the risk management and internal control system to marage the

company’s matarial business risks and raport to it on whether those risks ars N
being managed effactively. The board should disciose that management hag

reparted to it as to the effectiveness of the company's managemant of its material

business rigks.

Recommendation 7.3 The board should disclose whether it has received

assurance from the chisf executive officer (or equivalent) and the chief financial

officer (or aquivalant) that the declaration provided in accordance with g2ction J
265A of the Corporations Act is foundad on 2 sound system of risk management

and internal conirol and that the system is operating &ffectively in all material

respacts in relation to financial reperting risks.

Recommendation 7.4 Provide the information indicated in the Guide to reporting N
on Principle 7.
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Principle 8 - Remunerate fairly and responsibly

Recornmendation §.1 The Board should establish & remuneration commitiee. v
Racormmendztion 8.2. Clearly distinguish fhe structure of non-execufiva diractors’ J
rermuneration from that of executive directors and senior axacutivas.

Recommendation B.3 Provide the information indicated in the Guide to reporting J
on Principle 8.
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FERMISCAN HOLDINGS LIMITED AND CONTROLLED ENTITIES
STATEMENT OF COMPREHENS!VE INCOME
For the Year Ended 31 December 2009

Not Consolidated Entity Parent Entity
es 2009 2008 2008 20038
($°000)  ($'000) ($'000)  ($'000)

Receipts from customers 3,648 2720 - -
intarest income 118 1,027 93 954
Research & development tax
concession 1,008 - 1,008 -
Other income 145 - 2 -
Revenue 3 4,914 3,747 1,191 884
Employee benefits expense 5744 5,743 121 183
Administration costs 218 787 7 -
Scientific & synchrotron operations 1,243 4,094 210 -
Impairment of patents 883 - - -
Legal fees 1,608 396 1,475 287
Branding and marketing 175 376 - -
Oeccupancy costs R85 484 - _
Depreciation and amortisation 4 et 440 - "
Due diligence 528 - 528 -
Consulling fees ' 289 301 - -
Loss on sale of the businass of Sydney
Breast Clinic 5,089 - - -
Provision for diminution of loans - - 26,763 -
Frovigion for diminution of investmeants - - 32,017 -
Other expanses 1,760 ao2 329 183
Currency translation 26 (529) 543 {544}
Total expenses 16,707 12,8904 61,893 31
Profit (loss) hefore Share based expense
transactions (13,793)  (9,157) {60,892) 1,015
Share based expense transactions 315 87 315 87
Profit (loss) before income tax expense
{income fax benefit) (14,108}  (5,244) (61,207) 228
Income fax expensa (income tax
benefit) 5 - - - -
Profit (loss) attributable to the members of :
the parent (14,108)  (8,244) (61,207) o628
Other comprehensive income - - - -
Total comprehengive income (14.108) (9,244 {61,207) 928
Earnings per share
Basic garnings (0ss) -~ cénis per share (8.6) (6.4)
Diluied earnings (loss) = cants per shars {9.9) (6.4)
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FERMISCAN HOLDINGS LIMITED AND CONTROLLED ENTITIES
STATEMENT OF FINANCIAL POSITION
As at 31 December 2008

Notes Consolidated Entity Parent Entity
2009 2008 2009 2008
(5'000)  (5'000) (5000)  ($'000)
CURRENT ASSETS
Cash and cash equivalents 888 7.5158 455 6,621
Receivables g 664 277 356 13
Amount owing by conirolied entities 18 - - - 21,824
QOther 7 69 218 - -
TOTAL CURRENT ASSETS 1,598 3.011 811 28,658
NON CURRENT ASSETS,
CLASSIFIED AS HELD FOR SALE
Investment in subsidiarnas g - - - 32,017
Property, plant and equipment 9 234 2,540 - -
Intangible asssts 10 280 5,365 - -
TOTAL NON CURRENT ASSETS 484 7,905 - 32,017
TOTAL ASSETS 2,082 15916 B11_ 60,675
CURRENT LIABILITIES
Payabiles 11 1,455 1,010 1,073 50
Provigions 12 75 486 - -
TOTAL CURRENT LIABILITIES 1,531 1,496 1,078 50
NON-CURRENT LIABILITIES
Paysbles 11 - 76 - -
TOTAL NON-CURRENT LIABILITIES - 76 - .
TOTAL LIABILITIES 1,931 1,572 1,078 50
NET ASSETS 551 14,344 {267} 50,625
EQUITY
Contributed equity 13 34,959 34,658 57,608 57,608
Resarves 1,400 4,205 1,400 4,205
Fetained earnings (accumulated
Jnsses) (35,808)  (24.820) (58,275) {1,188)
TOTAL EQUITY 551 14,344 {267) 60,625
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FERMISCAN HOLDINGS LIMITED AND CONTROLLED ENTITIES

STATEMENT OF CHANGES IN EQUITY
For the Year Ended 31 December 2009

Notes Consolidated Entity Parenf Entity
2009 2008 2009 2008
($'000) {3'000) {$'000) {$'000)
Retainad sarmings {(0sses) at the
beginning of the year (24,8200  (15,576) (1,188) (2,118)
Net movement in share based expense
reserve 3,120 - 3,120 -
Profit (loss) for the ysar {14,108) (3,244) {61,207 928
Retained earnings (losses) at the end
of the year (35,808)  {24,820) (59,275) (1,188)
Transactions with equity helders in their
capacity as equity hofders:
Contributad equity at the beginning of the
year 34,959 34,928 57,608 87 577
Conlribufions receivad by Farmiscan
Holdings Lirmited - 45 - 45
Reversal of share based expense
reserve on the exercised of options by
employees - 10 - 10
Fund raising costs - (24) - (24)
Contributed equity at the end of the year 34,950 34,959 57,608 57,608
Share based expense opening balance 4,205 3,669 4,205 3,069
Granted during the year 315 636 318 636
Exercised or expired during the year (3.120) - {3,120) -
Share based expense reserve at the end
of the year 1,400 4,208 1,400 4,205
Total Equity at the end of the year
attributabte to members of the parent 551 14,344 (267) 0,625
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FERMISCAN HOLDINGS LIMITED AND CONTROLLED ENTITIES
STATEMENT OF CASH FLOWS
Faor the Year Ended 21 December 2009

Notes  Gonsolidated Entity Parent Entity
2009 2008 2009 2008
(¥000°)  ($'000) (50007  (3'0007)

CAGH FLOW FROM OPERATING ACTIVITIES

Payments to supphers and

employeas (11,309) (12,088) (2,4358) (5B4)
Receipts from customers 3,648 2720 - -
Resgarch & development tax

concession 558 - - -
fnterast received 115 1,027 a3 584
Net cash provided by (used in)

operating activities 14 {6,290} (8,351) (2,342) 420
CASH FLOW FROM INVESTING ACTIVITIES

Payrments for property plant and

eguiprnent (237) (207) - -
Payments for intangible assets {216) {113) - -
Payrnant for acquisition of shares in

Sydney Breast Clinic Pty Limitad - (3,521) - -
Proceads from disposal of:

a) business

Proceads on sale of the business of

Sydney Braagt Clinic Pty Limited 730 - 730 -
b) phyzical non-current agsets 78 - - -
Loans to controlied entifies - - (4,754)  (14,145)
Loans to other entities (12) (100) - -
Loans répaid by other entities - 1,000 - 1,000
Net cash provided by (used in)

investing activities 340 (2,941 (4,024) (13,145)
CASH FLOW FROM FINANCING ACTIVITIES

Proceeds from share fasue after costs

of issue - 45 - 45
Loan repayments {0 other entities - (2210 - -
Net cash provided by (used in)

financing activities _ - [2,165) - 45
Net increase (decrease) in cash

and cash equivalents (6,850) (13457 (6,368) (12,680)
Cash and cash equivalents at

beginning of year 7,913 208972 8,821 12,501
Cash and eash equivalents at end

of the year 865 7518 455 5,821
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Fermiscan Holdings Limited and Controlled Enfities
Nctes to the Financial Statements
For the year ended 31 December 2009

NOTE 1: BASIS OF PREFARATION

This financial report is a general purpose financial report that has been prepared in accorda_ncg with
Australian Accounting Standards, Urgent Issues Group Consensus Views and other authoritative
pronouncements of the Australian Accounting Standards Board and the Corporations Act 20071,

Fermiscan Holdings Limited, the legal parant, is a company limited by shares, incorporaied and domiciled
in Australia.

The company has changed its basis of accounting subsequent to balance date to a liquidation basis
whereby assets as of balance date are presented at estimated releasable values and liabilities at
estimated setflement amounts. The financial report for the year ended 31 December 2008 was prepared

on 3 gomg concern basis,

The directors do not consider that the company and group are a going concermn on the basis that the
creditors resolved an 16 February 20110 that the company execute a Dead of Company Arangement
{"DOCA". This DOCA was executed by the company and the Adminigtrator on 8 March 2010. On 2 June
2010 the creditors of the company resolved to vary the DOCA, such varied DOCA was executed by the
company and the Administrator on 11 June 2011, The DOGA payment required by the company was
funded by a capital raising of $100,000 with 10,000,000 shares being issucd at 1 cent. The amended
DOCA included all assets of the company being confribuied to a Creditors Trust for the benefit af the
company's craditors. As a result of the effectuation of the DOCA the company currently has no assets or
liabilities.

The directors have applied the requirements of paragraph 25 of AASE 101-Presentation of Financial
Statemnents which states that "When an entity does not prepare financial statemenis on a going concemn
basis, it shall disclose that fact, togethar with the basis on which it prepared the financlal staterments and
the reason why the entity is not regarded as a going concern.” In adapting the liquidation basis, the
dirgctors have madiied the measurament basis fot the following assets and liabiliies frorm that requirad
under the relevant Australizn Accounting Standard:

{1) Patents
(2} Property, plant and equiprment
(3) Financial Assets and Liabilifes ingluding loans and invesiments to controlled entities

The financial report of Farmiscan Holdings Limited and controlled entities, and Fermiscan Moldings
Limited as an individua! parent endity comply with Australian Accounting Standards. The financial
statements comply with International Financial Reporting Standards (IFRS),

The foliowing is a summary of ralerial accounting policies adoptad by the consolidated entity in the
preparation and presentation of the financial report. The accounting policies have been consistently
applied, uniess otharwise stated.

Summary of the significant accounting pelicies:

{a) Frinciples of consolidation .

The consolidated financial staternents are those of the consolidated entity, comprising the financial
staternents of the parent enfity and of all entitiss, which Fermiscan Holdings Limited controlled from time
to time during the year and at balance date. Details of the conirolied entities are contained in Note 18,
The financial statements of subsidiaries are prepared for the same reporting period as ihe parent entity,
using conslstent aceounting policies. Adjusiments are made to Yring inte fing any dissimilar accounting
policies, which ray exist. All inter-company bafances and transactions, including any unrealised profits or
losses have been eliminated on consclidation.
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{b) Revenue recognition

Govemment grants receivad that relate to specific assats or expenses are deferred and recognised 2s
incame in the same period as the dsset is consumed ar when the associated expenses are incurred,
Other gavernment granis are recognised as ingorme when received.

Interest revenua is reccgnised on a proportional basis taking into account the inferest rates applicable to
the financial assets.

Dividend revenue is recognised when the right to receive a dividend has been established. Dividends
received from assogiates and joint ventfuras are accounted for in gccordance with the equily method.

All revenue is stated net of the amount of goods and services tax (GST).

(c) Cash and cash equivalents

Cash and cash equivalents include cash on hand and at banks, short-term deposits with an original
maturity of three months or less held at call with finangial institutions, and bank overdrafs. Bank
overdrafts are shown within short-term bormowings in current liabilities,

(d) Froperty, plant and equipment

Cost and valuation

Eroperty, plant and equipment are stated at cost less depreciation and any accumulated impairment
losses.

The carrying amount of plant and equipment is reviewad far impairrert annually by directars for events or
changes in circumstances that indicate the carrying value may not be recoverable, If any such indication
exists and whera the carrying value axceeds the estimated recoverable amount, the asaats are written
down to their recoverable amount. Impairment losses are recognised in the Statement of Comprehensive

Income,
Depreciation
The depraciable amounts of fived agsets are depreciated on a straight-line basis over their estimated

useful lives commencing from the time the assatis hald ready for use, Lezsehold improvements are
depreciated over the shorter of either the unexpired periad of the lease or the estimated useful lives of the

improvements,
The useful lives for each class of assels arg:

2009 2008
Plant and equipment; 258tobyears 2510 Hyears
Mctor vehicles: 5 years Syears
{e) Leases

Leases are classified at their inception as either operating or finance leases based on the ecanamic
subsiance of the agreement 5o &% to réflect the risks and benefits incidenta! {o ownershiz.

Finance leases

Leases of fixed assels, where subsfantially ali ¢f ihe risks and benefiis incidental to ownership of the
assef, but not the legal ownership, are transferred to entities within the consolidated enity are classified
as finance leases. Finance |eases are capitalised, recording at the inception of the lease an asset and
liahility equal to the present value of the minimum lease payments, and disclosed 2 plant and equiprment
under [ease.

Leased assets are depreciated over the shorter of the estimated useful life of the assets and the leage
term. Lease payments are allocated between interest expense and reduction of the tease liability, The
interest expense is calculated using the interest rate implicit in the laase and it includad in finance costs
in the Statement of Comprehansive Income.

The cost of improvements to or on [easehold property is capitalised, disclosed ag leasehold
improvemants, and amortised over the unexpired pariod of the jaage or the estirmated useful [ves of the
improvements, whichever is the shorter.

Operating leases
Lease payments for operating leases, where substantially alt of the risks and benefits remain with tha
leasor, are charged as expenses in the paried in which they are incurred,
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) Intangibles

Trademark and pafents

Trademark and patents are reccgnised at cost and are amortised over their estimated useful lives, which
range from 5 to 20 years, once commercial production is commenced. Trademarks and patents are
carried at cost less accumulated amortisation and any impairmant [055&5.

Research and development

Expenditure on research achivities is recognised as an expense when incurrad.

Expenditure on development activities is capitalised anly when itis expacted that future benefits will
excead the deferred costs. Capitalised development expenditure is stated at cost less accumulated
amoriisation. Amertisation i calcuiated using a straight-line method to allocate the cost over & period (not
exceeding three years), during which the related benefits are expecied to be realised, once commercial
production is commenced. Other development expenditura is recegnised as an expense when ingurred.

() Impairment of assets

Assets subject to annual depraciation or amorfisation are reviewed for impairment whenever events or
circumstances arise that indicates that the carrying amount of the aszet may be impaired.

An impairment loss is recognised where the carrying amount of the asset exceeds its recoverable
amount{, The recoverable amount of an asset is defined as the higher of its fair value less cosis tg sell and
value in use.

{h) income tax

Current income tax expense or revenue is the tax payable on the cumeni period's taxahle income based
on the applicable income tax rate adjustad by changes in deferred tax assets and liabilities.

A balance sheet approach is adopted underwhich deferred tax assets and liabilities are recognized for
temporary differences between the (ax bases of assets and liabilfies and their carrying amounts in the
financial staternents. No deferred tax asset or liability is recognised in relation to temporary differences
arising from the initial recognition of an asset or a liability if they arass in a transaction, other than a
buginess combination, that at the time of the transaction did not affect either accounting profit or taxable
profit or loss.

Deferred tax assats are recognised for temporary diffarences and unused tax logses only whan it is
probable that future taxable amounts will be available to utilize those temporary differences and losses.
Current and deferred tax balances atiributable to amounts recognised directly in equity are also
recognised dirsctly in equity.

The parent entity and its confrolied entities intend to form an income tax consolidated group under the tax
corsolidation legislation. The parent entity is responsible for recognising the current tax liabiliies and
deferred {ax assats arising in respect of tax losses, for the tax consolidated group. The tax consolidated
group also intends to enter into & tax funding agreement whereby each campany in the group contributes
to the incame fax payable in propotion to their contribution to the net profit befora tax of the tax
consglidated group.

{n Employee benefits

Liabilties ansing in respect of wages and salaries, annual leave, sick leave and any other employse
benefits expected o be seftled within twelve months of the reporting date are measured at thair nominal
amounts based on rermuneration rates which are expected to be paid when the liability is settled. All other
empioyes bensfit [fabilities are measured 4t the present value of the estimated future cash ouiflow to be

made in respect of services provided by employees up fo the reparting date,

Share based expense transactions

The company aperates an employee share option plan. In additien Directors and employees ware granted
options during the year. The amcunt expensed in the Statement of Comprenensive Income Is determined

by reference {o the fair value of the oplions at the grant date.
Superannuzfion
Contributions are made by the Group to employee sUperannuation funds which provide sceurmulated

benefits fo employees,
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i E

(i) Financial instrutnents

Classification

The group ciassifies its financial instruments in the following categeries: loans and receivables, held-o-
maturity investments, and available-for-sale financral assets. The classiﬁcataqn de_-pends_ on the purpose
for which the investments were acquired. Management determines the classification of its investments at

initial recognition.

Held-to-maturity investments

Fixed term investments intended to be held {o maturity are classified as held-to-maturity invesiments.
They are measured at amortised cost using the effective interest rate method.

Loans and recgivables
Loans and raceivables are maasured at fair value at inceplion and subseguently st amartised cost using
the effective interest rate method.

Financial liabilities
Financiz! iabilities include trade payables, other craditors and leans from third parties including inter-
cormpany balances and [vans from or other amounts due to director-related entities.

Mon-derivative financial liabilities are recognised at amertised cost, comprising criginal debt less principzl
payments and amortisation. Investments in subsidiaries not included in the above categoties are reflected

at cost less Impaiment of value.,
(k) Foreign currencies

Functional and pragentalion currency

The financial statemants of each group enfity are measured using its functional currensy, which is the
currency of the primary economic environment in which that enfity operates. The congolidated financial
statements are presented in Australian dollars, as this is the parent entity’s functional and presentation

currenay.

Transactions and balances

Fermiscan Holdings Limited and its subsidiaries presently transact in foreign currencies, Transactions in
foreign currencies of entities within the congolidated entity are translated info the functional currency at
the rate of exchange ruling at the date of the transaction.

Foreign currency monetary items outgtanding at the reporting date (other than monetary items arising
under foreign currency contracts where the exchange rate for that monetary item is fixed in the contract)
are translated using the spot rate at the end of the financial year. Resulting exchange differences arising
on settlement or re-statement would be recognised as revenues gnd expenses for the financial year,

)] Investments

investments are initially recorded at cost, being the fair value of the consideration giver and including
acquisition charges associated with the investment. After initial recognition, investments, which are

classified az available for sale, are measured at fair value,

(m) Rounding of arnounts

The company has applied the relief available under ASIC Class order 98/100, accordingly amounts ia
financizl staterments have been roundad off fo the nearest 51,000,
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{n) New Accounting standards and UIG interpretation

Certain new accounting standards and UIG interpratations have been published that are not rnandatory
for 31 Dacamber 2009 reporting periods. The Group's assessment of the impact of thejse new standat_'ds
and interpretations is that there is not expected to be any material effect on the Group in futurs reporting
periods.

Accounting Standards not previously applied

The Group has adopted the following new and revised Australian Accounting Standards issued by the
AASE which are mandatory 1o apply to the current interim period. Disclosuras required by these
Standards that are deemed material have been included in thig financial report on the basis that they

reoresent 8 significant change in information from that previousgly made available.

FPresentation of Financial Statements
AASE 101 prescribes the contents and structure of the financial gtatements. Changes reflacted in this
financial raport include:
»  The replacement of Income Statement with Statement of Comprehensive Income. (fems of
income and éxpense not recognised in profit or loss are now disclosed as components of
‘pther comprehensive income'. In this regard, such tems are no longer reflected as aquity
rmovements in the Statement of Changes in Equity;

= The adoption of separate income siatement/single statement approach 1o the presentation of
the Staternent of Comprehensive Income: and

o Otherfinancial statements are renamed in accordance with the Standard,

Operating Segments

From 1 January 2008, operating segments are identified and segment information discloszed on the basiz
of intersal repors that are regulady provided to, or réviewed by, the group's chief operating desision
makar which, for the Group is the beoard of directors.

NOTE 2: CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS
Estimates and judgements are based on past parformance and managemant's axpectation for the future.

Critical gecounting estimates and assumptions

The group makas certain estimates and assumptions cancerning the future, which, by definition wil
seldorm represent actual results. These estimates and associaied assumptions are based on historical
experience and various other factors that are believed to be reasonable under the circumstances, the
resulis of which form the basis of making the judgements about carrying values of assets and liabilities
that are not readily apparent from other sources. Actual results may differ from these estimates.

The estimates and assurnptions that have had a significant risk of causing a material adjustment to the
carmying value of assets and fiahilities has been impacted by the adopiion of the liquidation basis of
accounting and the value of patents, property, plant and equipment and other financial assets and
liabilties. The other estimatas and assumptions that have & significant inherent rigk in respact of
estimateés basad on future events, which could have a material impact on the assets and liabilities in the
next financial year, are discussed below:

ncoma tax

Incorne tax benefits are based on the assumption that no adverse change will occur in the incame tax
legisiation and the anticipation that the company will derive sufficient future assessable income o enabia
the benefii to be realised and comply with the conditions of deductibility irmposed by the law,

Valuation of expense based payments:
Equity setfled share based payments arg adjusted, based on management's best estimate, for the effects
of nen transferability, exgrcise restrictions, and behavioural considerations.
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NOTE 3: REVENUE
Notes Gonsolidated Entity Parent Entity
2009 2008 ap08 2008
{3'000)  ($'000) (5'000)  {§'000)

Revenues from opérations 3,648 2,720 - -
interest Income 115 1,627 g3 084
Research & development tax
concession 1,008 - 1,008 -
Other 145 - 2 -

4,814 3.747 1,104 084

NOTE 4: PROFIT (LOSS) FROM OPERATIONS

Loss from operations before income tax has been
determined after the following specific expenses

Employes benefils expense 5,548 5,530 121 163
Superannuation 196 213 - -
Research ana development - §44 - -
Depreciation of non-current assets
- Plant and equipment 574 403 - -
- Moteor vehicles 14 32 - -
Loss on disposal of property plant
and eguiprment 187 - - -
NOTE &: INCOME TAX
The prima facie tax, using tax rates applicable
i the country of operation on profit differs from
the incorne tax provided in the financial statemeants
as follows: -
Profif (logg) before income tax (14108} (5.244) (61,207) 928
At the statutory income tax rata
of 30% (2008: 30%) {4,232) (2,773) (18,352) 278
Tax effect of amounts which are not
deductible in calculating taxable incame
Share based payments 85 a7 g5 a7
Tax losses and timing
differences not recognized as
fulre tax benefits 4137 2,688 18,267 (365)

Income tax expense
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NOTE 6: RECEIVABLES
Notes Consolidated Entity Parenf Entity
2009 2008 2009 2008
{3'000) {$'000) {%'000) (5'000)
CURRENT
Trade and other receivables G664 177 356 13
Unsecurad diractors loan 107 100 - -
Pravision for impairment {107). - . -
g64 277 356 13
NOTE 7: OTHER CURRENT ASSETS
Prapayments - 121 - -
Unexpired interest charges a 15 - -
Other assets 85 ] - -
65 218 - -
NOTE 8: INVESTMENT IN SUBSIDARIES
NON-CURRENT
(8) Investmenis af cost
comprise:
Unlisted shares — investment in
controlled entities - B 32,107 32r01 7
Frovigion for impairment
P - : (32,107) :
- - - 307
NOTE 9: PROPERTY, PLANT AND EQUIPNMENT - CLASSIFIED AS HELD FOR SALE
Plant & equipment
On a liguidation basis 234 -
Al cost - 3,152 - -
Accurmulated depreciation - (8€8) - -
- 2,236 - -
Motor vehicles
At Gost - 344 - -
Accumulated depreciation - {30) - -
- 254 - -
Total praperty, plant and
equipment 234 2,540 ) )
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Consolidated Entity Parent Entity
2009 2008 2009 2008
{5'000) ($°000) (5'000) (5'000)
(b} Reconciliations
Reconciliations of the carrying amounts of property,
plant and egquipment at the beginning and end of the
current financial year,
Flant and equipment
Carrying amount at beginning of year 2,266 151 - -
Disposals including assets sold on
disposal of Sydney Breast Clinic {1,567) - - -
Addfons 097 2313 - -
Depreciafion expanses (574) (408) - -
Imnpairment (148) - - -
MNet foreign currengy movements arising
from foreign operation - - -
Carrying amount af end of year 234 2,985 B} .
Motor vehicles
Carrying amaunt at beginning of year 254 274 - -
Disposals (240) . - .
Additions . - - -
Depreciation expense (14) (32) _ _
Impairment ‘ B . _ _
Net foraign currency movements arising
from foreign operation - 12 - -
Carrying amount at end of year - 254 - -
NOTE 10: INTANGIBLES- CLASSIFIED AS HELD FOR SALE
Tradernark and patents, at cost - 897 - -
Tradermark and patents, at liquidation
value 230 -
Goodwill on acquisition of Sydney Breast 4668
Clinic Pty Lid . ' - -
250 5,365 - -

Opening net Look armourt 5,366 583 - -
Additions to Tradermark and patents 218 4,782 - -
Write off of Sydney Breast Clinic goodwill
on the sale of the business (4,668) - - -
Impairment of patents {663) . - ,
Closing net baok amount 250 £,385 - -

Trademark and patents are stated at cost. No change in valué has been made at this stage because directors are
not aware of the sale price which was achieved by the administrators, The sale price may be mare or less than cos
Intangibles assets are classified as held for sale,

The appeintment of Giles Woodgate on 18 November 2009 as Administrater of Fermiscan Holdings Limited
{Adrinistrator Appointed) has been refarred to in the opening statement of thig report and at NOTE 1(2). These
references should be read as part of this note.
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In respect of certain controlled entities, namely Fermiscan Pty Limited, Farmiscan Australiz Ply Limited and Fiberscs
Pty Limited creditors resolved at the reconvened second creditors maeting on 16 February 2010 that each compar
be wound up. Fermiscan Australia Fly Limited owns most of the intangibles.

NOTE 11: PAYABLES

CURRENT Consolidated Entity Parent Entity
2009 2008 2009 2008
(3'000) {3'000) ($'000) ($'000)

Trade payables 49 139 1,078 -
Other payables 1,872 782 - 50
Hire purchase liabilities 20 a4 8BS . -

1,455 1,010 1,078 &0
NON-CURRENT
Hire purchase liabilities 20 - 75 - -
NOTE 12: PROVISIONS
CURRENT
Employee entitlements 76 486 - -

Employee provisions of $111,000 were transferred as part of the Sydney Breast Clinie disposal.

MNOTE 13: CONTRIBUTED EQUITY

{g) Issved and paid up capital :
Crdinary shares fully paid 34,859 34,953 57,608 57,608

Fully paid ordinary shares carry one vote per share and carry the right to dividends.

(b Movements in shares on Issue Legal Parent Entity Legal Parent Entity
2008 2008
Nurnber of Number of

shares shares

{'000Q) (5'000) ('000) {$'0C0)
Baginning of the financial yaar 143,507 57,608 143,507 57,577
lssued during the year - - - 45
Employee share option exerciged - - - 10
Deduct; Share issue costs - - - (24)
End of the financial year 143,507 57,608 143 507  A7.608

(o) Share Oplions
Employee share option plan

The campany offered employee participation in the Employee share option plan as a long-term incentive and
as part of the remuneration arrangements. The amount expensed in the Statemant of comprehensive incorme
15 determined by reference fo the fair value of the opfions at lhe grant date.
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(ef) Share Opfions- movements

Weighted Weightad
2009 average 2008 EVEFE‘QE.‘
axercise exercise
Number price Number price
Qutstanding at beginning of year £&,992,000 59,692,000
Granted during the year 2,800,000 31 cents 7,300,000 40 cents
Exercised during the year - -
Lapsed or expired during the year (47,392,000 -
Ouistanding at year end 22,500,000 56,982,000

(&) Issuances, repurchases, and repayments of debt and equity securifies

During the financial year, 2,300,000 options (2008 7,300,000 options) were granted. The option exercise
prices were 32 cents (2,000,000 opticns) and 30 cents (900,000 options). The optians vest over two years
and expire in three years from the grant date. No options have been granted since the end of the financial
year. Fermiscan Holdings Limited shares were suspended from official quotation on 28 October 20089,
Fermiscan Holdings Limited shares last tradad at $0.03 on 28 October 2008.

Other than the above, there were no issues, repurchases and repayments of debt securities or equity
securities in the half year.

NOTE 14: CASH FLOW INFORMATION

Consolidated Entity Parent Entity
2009 2003 2009 2008
($'000)  ($'D0O) ($°000)  ($'000)
Recenciliation of the nat profit (loss) after tax
to the net cash flows from cperations:
Net profit {loss) {14,108)  (9,244) (81,207) 923
Non-cash ltems
Depreciation and amertization 588 440 - -
Share based expenss transaction 315 87 315 &7
Loss on sale of the business of Sydney
Breast Clinic and frmpairment of loans 4o
and investments in subsidiary companies 5,069 - - -
Write off of investment and Inter company
foan accounts - - 58,518 -
Currency franglation - - - (644)
[mprairrrent of patents 663 - - -
Other 35 - (1.078) -
Changes in assets and ltabilities
{Increase)/decrease in receivables 387 1,151 80 48
(Increase)/decrease in other assels (148) {104) - -
Increasef(decrease) in trade and other
creditors 620 (995) 1,028 3
Increase/{decrease) in employee
antitlerments {(410) 312 - -
Net cash flow from {used in) aperating
activities (6,990) _ (8,351) (2,342) 420

The cash balances of the group of $865,000 and the company of $455,000 are restrictad a5 the
Administrater has control of the funds. The funds are to be used in satisfying the settlement of debts of

the group and the company.
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NOTE 15: EARNINGS PER, SHARE

The following reflacts the income and ghare data used in the
calculations of basic and dilutad earnings per share:

Net profit ([oss)

Sarnings used in calcutating basic and diluted earmings per shara

Weighted average number of ordinary shares used in calcutating
bagic earnings per share

Effect of diiutiva securities:
Shiare opfions

Adjusted weighted average number of ardinary shares used in
calculating diluted earnings per share

NOTE 16:

lease expendifure commitments

Qperabng feases (non-canceliahle):

{&) Operating leases related to office
premises with an original leage term of three
years, with an option to extend for a further
threg years and equipment rentals for 5
years

{k) Minirnum lease payments

Nat lafer than ane year
Later than one year and not ater than
five years

Later than five years

Aggregale lease expenditure contracted
for af reporiing date

COMMITMENTS AND CONTINGENCIES

Consolidated Enfity

2008
($'000)

NQ. 672 P4
2009 2008
MNumber of Number of
shares shiares
(3'000) {*$000)
{14,108} (9,244)
(14,108} (9,244)
143 507 143,507
143 507 143,607
Parent Entity
2008 2009 2008
(8'000) ($'000) {$'000)

g12

1,286

1,908
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NOTE1T: AUDITOR'S REMUNERATION

Conzohdated Parent Entity
Enfity
2009 2008 2009 2008
($'000) (5'000) (3°000) (3°000}
Amounts received or due and
receivable for:
An audit or review of the financial report of the entity
and any other enlity in the congolidated ertity
Pitcher Partners 64 77 22 -
&4 77 22 -
Othar Services
Fitcher Partners
Tax compliance, tax consulting and earlier
years tax returns 108 127 a0 53
Due Diligance 53 ) 53

NOTE 18: RELATED PARTY DISCLOSURES

(@) The consolidated financial staternents include the financial statements of Fermisean Holdings Limited
and its controfled entities listed befow;

lngg?;;gt?;n Percentage Owned
' 2009 2008

Parent Entity:
Fermiscan Haldings Limited Australia
Bubsidiaries of Fermiscan Holdings Limitad
Fermiscan Pty Limited * Australia 100% 100%
Fermiscan Ausiralia Pty Lid Australia 100% 100%
Fermiscan BCT Pty Ltd Australia 100% 100%
Fermiscan USA Inc USA 100% 100%
Fibragcan Pty Ltd * Australia 100% 100%
Fermiscan ltaly Pty Lirmited Australia 100% 100%
Fermiscan UK Pty Limited Australia 100% 100%
Fermiscan Japan Pty Limitad Australia 100% -
Fermiscan Clinics Pty Limited Australia 100% 100%
Fermiscan CES Pty Limited (formerly Australia 100% 100%

Sydney Breast Clinic Pty Limited)
" Administrator appointed 18 November 2009 and placed inta liquidation 16 February 2010

(o) The following provides the total amount of transactions that were entered into with related parties for
the relevant financial year;

Wholly-owned group transactions

Fermiscan Pty Limited hag acted a3 the principal operating corpany for the group, incurring most of
the day to day expenses. Fermigzan Australia Limited has acied as the principal patent holder.
Fermiscan USA incurred costs which were charged to Fermigzan Fty Limited at cost,
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Transactions with executivas

Fermiscan Heldings Limited former General Counsei, Richard Toltz, is a consultant to Piper
Alderman, the Company's solicitors, who were paid for legal services provided to the Company at
normal commercial rates. Richard Toltz acquired a mator vehicle from the company for $40,636.

Alean fo Mr David Young was fully provided for as disciosed in Nate 6.

Amaunts due from confrolled entities of $26,763,000 (2008- $21,428,000) have been fully provided
for on an impairrent basis.

NOTE 19: SEGMENT INFORMATION

Prior to the adminisirator being appointed, the censcfidated entity operated in two buginess segments
being the commercialisation of a non-invasive diagnestic test for the detection of Breast cancer
(Fermiscan) and as a provider of diagnostic services for women with symptoms of breast digease (Sydney
Breast Clinic). The consclidated entity operated predominately in Australia during the year.

The business of Sydney Breast Clinic was sold in Qctober 2009 for $1,000,000 less a final adjustment
amount of 3270,000, The Fermiscan business was discontipued prior fo the appointment of the
administrator. Both businesses are now discontinued and there are no employges or business aclivities.

The following reporis provide information in relafion to both the business segments which existed during
the year and the businesses which were discontinued towards the end of the year.

Business segments Elimingtions and Consolidsted
SBC Farmiscan CDrpDratE El‘ltlty

2009 2008 2008 2008 2008 2008 2009 2008
000 $'000 $'000 £000 F000  $000  §'000 3000

Revenue

Sales fo customers outside

the consolidated entity 3,645 2720 - - - - 36848 2720
Other revenue - - 1,266 1,027 - - 1,266 1,027
Total segment revenue 3.648 2,720 1,266 1,027 - - 4,814 3747
Total consolidated ravenue 3648 2,720 1,266 1,027 - - 4,814 3747
Resuits

Segment rasult (830)  (50B)  (7.681) (8,738) (5,597) - (14,108) (9,244)
Unalloczted expenses - - - - - - - -

Consolidated entity profit

{loss) irom ordinary activitias

before income tax expense (830)  (B08) (7.881) (8.736) (5,587)
Income tax, expense - - - - - - -

Consolidated entity profit
(logs) from ordinary activities

(14,108) (9,244)

affer incomne tax expanse (830) {508) (7.681) (8738) (5,597 - (14.108) (9.244)
Net profit (loss) (830)  (508) (7.681) (8.738) (5587 - {14,108) (9,244)
*relates to loss on sale of Sydney Breast Clinic business and due ditigence costs on acquisition of
businesses
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Business segments Eliminations and Ccnsotifated
Enti
SBC Fermiscan Corporate Y

2009 2008 2008 2008 2009 2008 2009 2008
¥000  $'000 5000 §000 $000  HOOD  $000  $'000

Assefs

Segmant assets - 2098 2082 13818 - - 2,082 15916
Unallocated assets - - - - - - -
Total assats - 2088 2082 13818 - - 2082 15816
Liabilities

Segment liabilities = 3183 1.5% 889 - (25100 1,831 1,572
Non - allecated liabllities - - - - - - - -
Todal liabilifies - 3193 1531 889 - (2,510) 1631 1672
Other segment information

Acquisition of non-current

ségment assets - 12 277 308 - - 277 320
Bepreaciation and amortigation

of segment assets 412 288 178 154 - - 588 440

Other non-cagh expenses
+  losson disposal or wiite

down of assets - - 235 - - - 335 -
. Loss on gaje of the -

business of Sydney
Breast Clinic - - - - 5,088 - 088 -

s Impairment of patents - - 663 - - 663

NOTE 20: FINANCIAL INSTRUMENTS

The group's activities expose it to @ variety of financial risks: market risk (including currericy risk, fair vatue
interest rate risk and cash flow interest rate risk), eredit rigk and liquidity risk, .
The group's overall risk management program addressas the unpredictability of financial markats and
seeks to minimise potential adverse effects on the financial performance of the group. The graup has not
used derivative financial instruments such as foreign exchange confracts and interest rate swaps io
hedge risk exposures. The graup uses different methods to measure differant types of risk t0 which it is
exposed. These methads include sensitivity analysis in the cass of interest rates, foreign exchange and
other price risks.

Risk management is carried out by the Managing Director and the Chief Financial Officer under policies
approved by the Audit & Risk committea and the board. The Board provides directions for overall risk
management, as well as policies covering specific areas, such as fareign exghange risk, interest rate risk,
and credit risk, use of derivative financial instruments and non-dervative financial instruments, and

investment of excess liquidity.
(a) Market risk
Foreign exchange risk.

The group operates internationally and is exposed to foreign exchange risk arising from currency
expasures, primarily with respect to the US dollar.

Foreign exchange risk arises from future commercial transactions and recognised assets and liahilities
that are denominated in a currency that is not the anlity's functional curfenay,
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(ash flow and fair value interast rate risk

The Group's main interest rate risk arises from funds on deposit. Surpius cash has been invested in term
deposits and cash management acoounts,

{f) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient casn, to meat the ongoing expendiiure
requirernents whilst the group is in start up phase. Management and the board monitor rolling forecasts of
the Group's liguidity on the basis of expected cash flow.

(o} Fair valie estimation

The fair value of financial assets and financial liabilities is estimated for recognition and measurement and
for disclosure purposes. The carrying value less impairment provision of trade receivables and payables
i3 a reasonable approximation of their fair values due to the shortterm nature of trade receivables. The
fair value of financial liabilities for disclosure purposes is estimated by discounting the future contractual
casl flows at the curent market interest rate that is available to the Group for similar financial
ingtrurnents,

{d) Credit risk exposures

The maxitmum éxposure to credit risk, excluding the value of any collateral or other security, at balance
date io recognised financial agsats is the carrying amount of those assets, net of any provisions for
doubtivl debts of those assets, as disclosed in Balance Sheet and Notes to the Financial Statements.

The group has ne derivative financial instrurnents or forward exchange contracts,

The consclidated entity does not have any material credit rigk exposure to any single debtor or group of
debtors under financial instruments entered inta by the consalidated antity.
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NOTE 21: SUBSEQUENT EVENTS

Fermiscan Haldings Ltd was placed into Voluntary Administration ort 18 Nevernber 2009 and
subsequently creditors resolved on 16 February 2010 that the company execute a Dead of
Company Arrangernent ("DOCA"). This DOCA was executed by the company and the
Administrator on & March 2010, The purpose of the DOCA was o provide an opportunity ta
restructure the company.

The controlted entities being Fermiscan Pty Limited, Fermiscan Australia Pty Limitad and Fibrescan
Pty Limited were alse placed info Voluntary Administration on 18 November 2009, creditors of
these entities resolved to place them in tiquidation on 16 February 2010,

On 2 June 2010 creditors of the company resolved to vary the DOCA, such varied DOCA was
executed by the company and the Administrator on 11 June 2011. The DOCA payment required by
the company was funded by a capital raising of $100,000 with 10,000,000 shares being issuad at 1
cent The amended DOCA included all assets of the company being contributed to a Creditors
Trust for the benefit of the company’s creditars. As a resulf of the effectuation of the DOCA the
company currantly has no assets or lizbilifies,

The DOCA was wholly effeciuated on 11 Jupe 2010 and the company was at this date retumed to
the control of its directors.

Fermiscan Heldings Limited
ASX Appendix 4E
21 December 2002 Page 48
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FERMISCAN HOLDINGS LIMITED
DIRECTORS’ DECLARATION
FOR THE YEAR ENDED 31 DECEMEER 2009

The directors declare that the financial statements and notes are in accordance with the

Corporations Act 2001, and:

(8) Comply with applicable Accounting Standards as they apply on a liquidation basis, the
Comorations Regulations 2001, and other mandatory professional reporting reguirements;
and

(b) Give a true and fair view of the financial position of the company and consolidated entily as
at 31 Decernber 2009 and of thair performance as repragented by the regulls of their
operations and its cash flows, for the year ended on that date.

in the directors’ opinion they are unable, basad on the information available at the present time, to
conclude that the company will be able to pay its debts as and when they become payable and
theratore the directors have presented these financial staternents an a liquidation basis.

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

Diregtor

aydney
Date
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OTHER ASX INFORMATICON

WILLTAM BUCK 61 2 826347111

NO. 672

P4

The Financial Report for the year ended 31 December 2009 differs materially from the

unaudited ASX Appendix 4E as follows:

Statement of Comprehensive Income

Appendix | Financial | Variance | Explanation
41E Report
5000 3000 5000
Expenses from ordinary activities 18,044 18,707 (663) {1}
Loss antributable to members of the
arent (13,445) (14,108) {663} (1)
Earnings per share (9.4) (9.8) (0.4 (1)
Intangible assets 913 250 (663) (1)
£000
(1) Impaiment of intangibles 663
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PITCHER PARTNERS

ACCOUNTANTS AUDITDORS & ADVISORS

Level 22 MLC Centre Fostal Address:
18 Martin Place PO Box 1615
Sydney NSW 2000 Zydney NSW 2007

Auztralia Australia

Tel: +61209121 2005
Fax: +613 92231762

www.pitcher,com.ay
partners@piteher-nsw.com.au

Pitcher Parners, Inzluding Jahmston Korke,
\ |5 an association of independent firms
Melbawrne | Sydney | Perth | Adelaids | Brsbane

INDEPENDENT AUDIT REPORT
TO THE MEMBERS OF
FERMISCAN HOLDINGS LIMITED
AND CONTROLLED ENTITIES

We have audited the accompanying financial report of Fermiscan Holdings Limited and controlled
entities. The financial report comprises the Statement of Financial Position as at 31 December 2009,
and the Statement of Comprehensive Income, Statement of Changes in Equity and Statement of Cash
Flows for the year ended on that date, a summary of significant accounting policies, other explanatory
notes and the director's declaration of the consolidated entity comprising the company and the entities it
confrolled at the year's end or from time to time during the financial year.

Director's Responsibility for the Finamcial Report

The directors of the company are responsible for the preparation and fair presentation of the financial
report in accordance with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Aer 2007. This responsibility includes establishing and
maintaining internal control relevant to the preparation and fair presentation of the financial report that
is free from material misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estirnates that are reasonable in the circumstances.

In Note 1, the directors also state, in accordance with Accounting Standard AASB 101 Presentation of
Financial Statements, that compliance with the Australian equivalents to International Financial
Reporting Standards ensures that the financial report, comprising the financial statements and notes,
complies with International Financial Reporting Standards.

Auditor's Responsibiliry

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our
audit in accordance with Australian Auditing Standards. These Auditing Standards require that we
comply with relevant ethical requirements relating to audit engagements and plan and perform the andit
to obtain reasonable assurance whether the financial report is free from material misstaterment.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial report and the remuneration disclosures contained in the directors’ repart. The procedures
selected depend on the auditor’s judgement, including the assessment of the risks of material
misstafement of the financial report 2nd the remuneration disclosures contained in the directors® report,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relgvant to the company’s preparation and fair presentation of the financial report in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the company’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by the
directors, as well as evaluating the overall presentation of the financial report.

Arni independent New Sauth VWales Partnerchip ABN 35415 759 832 k%\/f\r;{‘{-i R\ 'f!;i)! by
H NS IR

Liatility limited by a 2¢heme approved under Professional Standares Legistation
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& PITCHER PARTNERS

We believe that the audit evidence we have obtained is sufficient and approprate to provide a basis for
our audit opinion,

Independence

In conducting our audit, we have complied with the independence requirements of the Corporations Act
2001.

We confirm that the independence declaration required by the Corporations Act 2001, provided to the
directors of Fermiscan Holdings Limited on 16 September 2010, would be in the same terms if
provided to the directors as at the date of this auditor's report,

Basis of Qualified Opinion

As disclosed in Note 1 to the financial statements, the financial statements have been prepared on the
liguidation basis whereby assets as of balance date are presented at estimated realisable values and
liabilities at estimated settlement amounts. The director’s have concluded that the company and the
group are not a going concern on the basis outlined in Note 1. Accordingly this situation indicates that
the existence of 2 material uncertainty that may cast doubt on the company’s and the group’s ability to
continue as a going concern and therefore, the company and the group may be unable to realise their
assets and discharge their liabilities in the normal course of business and at the values stated in the
financial statements.

Auditor's Opinion
In our opinion, except for the matter referred to in the Basis of Qualified Opinion paragraph: -

(a) the financial report of Fermiscan Holdings Limited is in accordance with the Corporations Act
2001, including:

(1) glving a true and fair view of the company's and consolidated entity's financial position as at
31 December 2009 and of their perfarmance for the year ended on that date: and

(ii) complying with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Regulations 200]; and

(b) the consolidated financial report also complies with International Financial Reporting Standards as
disclosed in Note 1.

Report on the Remuneration Report

We have audited the Remuneration Report included in the directors' report for the year ended 31
December 2009. The directors of the company are responsible for the preparation and presentation of
the Remuneration Report in accordance with section 300A of the Corporations Act 2001. Our
responsibility is to express an opinion on the Remuneration Report, based on our audit conducted in
accordance with Australian Auditing Standards.

Auditor's Opinion

In our opinion the Remuneration Report of Fermiscan Holdings Limited and its controlled entities for
the year ended 31 December 2009, complies with section 300A of the Corporations Act 2001.

MARK GODLEWSKI PITCHER PARTNERS
21 Septembet 2010 Svdney



