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MatrixView Limited and its Subsidiary Comparies

Directors’ Report

The Directors present their report to the members together with the audited consolidated financial
statements of MatrixView Limited (the “Company") and its subsidiary companies (collectively, the
“Group”) for the financial year ended 30 June 2008 and balance sheet of the Company as at 30
June 2008.

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

Anand Thyagarajan
Arvind Thiagarajan
Noel Francis Robertson
Kim Suk Jin

Bruce Arthur Hauptman

(Non Executive Director)
{Non Executive Director)
{Appuointed on 31 August 2007)

Arrangement to enable Directors to acquire shares and debentures

Neither at the end of nor at any time during the financial year was the Company a party to any
arrangement whose ohject is to enable the Directors of the Company to acquire benefits by means
of the acquisition of shares or debentures of the Company or any other body corporate.

Directors’ interests in shares and debentures

The following Directors, who held office at the end of the financial year, had, according to the

register of Directors' shareholding required to be kept under Section 164 of the Singapore
Companies Act, Cap. 50, an interest in shares of the Company as stated below:

Direct interest

Deemed interest

At the At the
beginning of beginning of
financial At the financial At the

year or end of year or end of

date of financial date of financial
Name of Director appointment year appointment year
MatrixView Limited
Anand Thyagarajan 2,422,628 22,628 19,190,075 19,190,075
Arvind Thiagarajan 2,467 628 2,467 628 19,190,075 19,190,075
Kim Suk Jin 10,163,897 10,183,897 6,029,785 8,029,785
Noel Francis Robertson 136,857 136,857 - -
Bruce Arthur Hauptman - - B,747,500 8,747,500

Except as disclosed in this report, no Director who held office at the end of the financial year had
interests in shares, stock options, warrants or debentures of the Company, or of related
corporations, either at the beginning or end of the financial year.



MatrixView Limited and its Subsidiary Companies

Directors’ Report

Directors’ contractual benefits

Except as disclosed in the financial statements, since the end of the previous financial year, no
Director of the Company has received or become entitled to receive a benefit by reason of a
contract made by the Company or a related corporation with the Director, or with a firm of which the
Director is a member, or with a corpany in which the Director has a substantial financial interest,
Auditors

Ernst & Young LLP have expressed their willingness to accept re-appointment as auditors.

On behalf of the Board of Directors,

Ao b\\‘{t—\-:;\j T

Noel Francis Robertson
Director

horrd

Anand Thyagarajan
Director

Singapore
25 September 2008



MatrixView Limited and its Subsidiary Companies

Statement by Directors

We, Noel Francis Robertson and Anand Thyagarajan, being two of the Directors of MatrixView

Limited {the "Company™), do hereby state that, in the opinion of the Directors,

(i) the accompanying balance sheets, consolidated profit and loss account, statements of
changes in equity and consolidated cash flow statement tfogether with notes thereto are
drawn up so as to give a true and fair view of the state of affairs of the Company and the
Company and its subsidiary companies {collectively, the "Group®} as at 30 June 2008 and
the results of the business, changes in equity and cash flows of the Group and the changes

in equity of the Company for the year ended on that date; and

{ii) at the date of this statement, there are reascnable grounds to believe that the Company will

be able to pay its debts as and when they fall due.

On behalf of the Board of Directors,

Ao TN

MNoel Francis Robertson
Director

JoodT

Anand Thyagarajan
Director

Singapore
25 September 2008



MatrixView Limited and its Subsidiary Companies

Independent Auditors’ Report
To the members of MatrixView Limited

We have audited the accompanying financial statements of MatrixView Limited (the “Company”)
and its subsidiaries (collectively, the "Group"} which comprise the balance sheets of the Group and
the Company as at 30 June 2008, the consolidated profit and loss account, the consolidated
statement of changes in equity, and consolidated cash flow statement of the Group for the year
then ended, and a summary of significant accounting policies and other explanatory notes.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the provisions of the Singapore Companies Act, Cap. 50 (the "Act") and Singapore
Financial Reporting Standards. This responsibility includes devising and maintaining a system of
internal accounting controls sufficient to provide a reasonable assurance that assets are
safeguarded against loss from unauthorised use or disposition; and fransactions are properly
authorised and that they are recorded as necessary to permit the preparation of true and fair profit
and loss account and balance sheet and to maintain accountability of assets; selecting and applying
appropriate accounting policies; and making accounting estimates that are reasonable in the
circumstances.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with Singapore Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors' judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditors consider internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion an the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obfained is sufficient and appropriate to provide a
basis for our audit opinion.



MatrixView Limited and its Subsidiary Companies

independent Auditors’ Report

Opinion
In our opinion.

{i} the consoiidated financiat statements of the Group and the balance sheet of the Company
are properly drawn up in accordance with the provisions of the Act and Singapore Financial
Reperting Standards so as to give a true and fair view of the state of affairs of the Group and
the Company as at 30 June 2008 and the results, changes in equity and cash fiows of the
Group for the year ended on that date: and

{ii} the accounting and other records required by the Act to be kept by the Company have been
properiy kept in accordance with the provisions of the Act.

Without qualifying our opinion, we draw attention o Note 2 to the financial staterments. The Group
incurred a net loss of $5,306,366 and negative operating cashflow of $5,123,735 during the year
ended 30 June 2008. These factors indicate the existence of a material uncertainty which may cast
significant doubt about the Group's ability to continue as a going concern. As discussed more fully in
Note 2, the ability of the Group to continue as a going concern depends on its ahility 1o secure
sufficient funding through sales and borrowings. If the Group is unabie to confinue in cperational
existence for the foreseeable future. the Group may be unabie to discharge its fiabilities in the normal
course of business and adjustments may have o be made to reflect the situation that assets may
need to be realised other than in the normal course of business and at amounts which could differ
from the amounts at which they are currenily recorded in the balance sheet. In addition, the Group
may have lo reclassify long term assets and fiabilities as current assets and liabilities. No such
adjustments have been made to these financial statements.

Ermst & Young LLP

Public Accountants ang
Certitied Public Accountants
Singapore

25 September 2008



MatrixView Limited and its Subsidiary Companies

Consolidated Profit and lL.oss Account for the financial year ended 30 June 2008

Group
Note 2008 2007
3 $
Revenue
Sales revenue 133,796 155,385
Costs and expenses
Marketing and sales 874,687 1,033,711
Corporate administration 1,657,880 2,291,263
Research and development 2,626,585 2,927.413
Patent and trademark 139,571 79,2563
Other operating expenses 99,287 102,506
Total costs and expenses 5,398,010 6,434,636
Net operating loss 4 (5,264,214) (6,279,251)
interest income 44 522 40,474
interest expense - (15,820}
Foreign exchange loss (63,378) {34,944)
(18,856) {10,200)

L.oss before taxation (5,283,070} (6,289,541}
Taxation 5 (23,296) (9,776}
Loss for the year (5,3086,366) (6,299,317)
Attributable to;
Equity holders of the Company (5,283,910) (6,286,257)
Minority interests (12,456) {13,060)

(5,306,366) (6,299,317)
Loss per share : 8
- Basic {4.31 cents} (5.88 cents)
- Diluted {4.31 cents} (5.88 cents)

The accompanying accounting policies and explanatory notes form an integral part of the financial

statements.



MatrixView Limited and its Subsidiary Companies

Balance Sheets as at 30 June 2008

Note

Non-current assets

Property, plant and equipment 7
Intangible assets 8
Subsidiary companies 9
Deferred tax assets 5

Current assets

Trade receivables 10
Other receivables 10
Cash and cash equivalents 11

Current liabilities

Trade payables

Other payables and accruals 12

Advance from customer

Amounts due to subsidiary
companies 13

Provision for taxation

Net current assets

Non-current liability
Deferred tax liabilities 5

Net assets

Equity attributable to equity
holders of the Company

Share capital 14
Employee stock option

reserve 15
Accumulated losses 16

Exchange translation reserve

Minority interests

Total equity

Group Company
2008 2007 2008 2007
5 $ $ $
359,985 674,958 3,329 33,844
646,254 112,301 - -
2,919 4,720 - -
1,390,867 39,054 - -
333,912 361,879 38,865 40,603
994,817 3,529,320 763,325 3,204,721
2,719,596 3,930,253 792,190 3,245,324
89,840 187,536 65,614 135,180
667,048 940,308 153,787 421,868
1,463,139 - - -
- 287,952 486,432
82,180 136,251 - -
2,302,207 1,264,095 507,353 1,043,480
417,389 2,666,158 284,837 2,201,844
(4,108) {(4,108) (192} {192)
1,422,441 3,454,031 287,974 2,235,496
30,360,403 27,082,203 30,360,403 27,082,203
592,752 407 517 30,192 407,517
(29,335,800) (24,041,880)  (30,102,621) (25,254,224)
(194,914) (6,255) - -
1,422,441 3,441,575 287,974 2,235,496
- 12,456 - -
1,422 441 3,454,031 287,974 2,235,496

The accompanying accounting policies and explanatory notes form an integral part of the financial

statements.




MatrixView Limited and its Subsidiary Companies

Consolidated Statement of Changes in Equity for the financial year ended 30 June 2008

Issued share capital "
Balance at beginning of year

tssuance of shares during
the year

Balance at end of year

Employee stock option
reserve

Balance at beginning of year
Grant of employee stock

options

Balance at end of year

Accumuliated losses
Balance at beginning of year
Net loss for the year

Balance at end of year

Exchange translation

reserve
Balance at beginning of year

Foreign currency transtation
adjustment

Balance at end of year

Note

Group Company
2008 2007 2008 2007
$ 5 $ $
14
27,082,203 22,261,675 27,082,203 22,281,675
3,278,200 4,820,528 3,278,200 4,820,528
30,360,403 27,082,203 30,360,403 27.082,203
15
407,517 126,037 407 817 126,037
185,235 281,480 (377,325) 281,480
592,752 407,517 30,182 407,517
(24,041,800)  (17,755,633)  (25,254,224) (18,213,448)
(5,293,910) (6,286,257) (4,848,397) (7,040,776)
{29,335,800)  (24,041,800)  (30,102,621) (25,254,224)
{6,255) 4,712 - -
(193,577) (10,967) - -
(199,832) (6,265) - -




MatrixView Limited and its Subsidiary Companies

Consolidated Statement of Changes in Equity for the financial year ended 30 June 2008

Group Company
2008 2007 2008 2007
$ $ $ $

Minority interests
Balance at beginning 12,456 71,850 - -
Share of loss for the year {12,456) {13,080) - -
Increase in share holding in a

subsidiary company - (45,657) - -
Foreign currency translation

adjustment - (677) - -
Balance at end - 12,456 - -
Total equity 1,422,441 3,454,031 287,974 2,235,496

o The holders of ordinary shares are entitfed to receive dividends as and when declared by

the Company. All ordinary shares carry one vote per share without restriction.

The accompanying accounting policies and explanatory notes form an integral part of the financial
statements.



MatrixView Limited and its Subsidiary Companies

Consolidated Cash Flow Statement for the year ended 30 June 2008

Cash flow from operating activities :

Loss before taxation

Adjustments for :-
Depreciation of property, plant and equipment
L.oss on disposal of property, plant and equipment
Interest income
interest expense
Write off of /impairment loss on intangible assets
Employee stock option expense
Currency re-alignment

Operating loss before changes in working capital

Increase in receivables
(Decrease)/increase in payables and accruals
Increase/(decrease) in advance from customer

Cash used in operations

Interest received
Interest paid
Income tax paid

Net cash used in operating activities

Cash flow from investing activities:
Purchase of property, plant and equipment
Proceeds from disposal of property, plant and equipment
Additions to intangible asset
Additional investment in a subsidiary

Net cash used in investing activities

Cash flow from financing activities :
Net proceeds from issuance of new shares

Net cash provided by financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year (Note 11)

Cash and cash equivalents at end of year {Note 11)

2008 2007
3 $
(5,278,152) (6,289,541)
267,147 327,598
27,993 318
(44,522) (40,474)
- 15,820
112,301 20,529
185,235 281,480
(126,112) (110,985)
(4,861,028) (5,795,255)
(1,323,848) (82,366)
(370,956) 281,847
1,463,139 (8,299)
(5,092,891) (5,604,073)
44,522 42,478
- (15,820)
(75,566) (60,784)
(5,123,735) (5,638,199)
(47,208) (153,846)
4,494 1,018
(646,254) -
- (25,128)
(688,968) (177,956)
3,278,200 4,820,528
3,278,200 4,820,528
(2,534,503) (995,627)
3,529,320 4,524,947
094,817 3,529,320

The accompanying accounting policies and explanatory notes form an integral part of the financial

Statements.

-10-



MatrixView Limited and its Subsidiary Companies

Notes to the Financial Statements ~ 30 June 2008

Corporate information

MatrixView Limited (“the Company”} is a limited liability company, which is incorporated in
the Republic of Singapore and publicly traded on Australian Securities Exchange.

The registered office and principal place of husiness of the Company is located at 35
Selegie Road, #02-17 Parklane Mall, Singapore 188307.

The principal activities of the Company are to carry out research and development and
marketing of proprietary compression software technology for application in various
industries. The principal activities of the subsidiary companies are set out in Note 9 of the
financial statements. There have heen no significant changes in the nature of these
activities during the financial year.

Fundamental accounting concept

The Group incurred a net loss of $5,306,366 (2007: $6,299,317) and negative operating
cashflow of $5,123,735 (2007: $5,638,199) during the year ended 30 June 2008. These
factors indicate the existence of a material unceriainty which may cast significant doubt
about the Group's ability to continue as a going concern in its current structure.

The Group is in the process of securing sales and to meset their short term funding
requirements. Thus, the ability of the Group to continue as a going concern depends on the
ability to secure sufficient funding through sales, new capital and borrowings. if the Group
fs unable to secure sufficient funding through the aforementioned activities in order to
continue operation in its present structure, the Group may have to adopt measures fo
downsize its operations.

if the Group is unable fo continue in operational existence for the foreseeable future, the
Group may be unable to discharge its liabilities in the normal course of business and
adjustments may have to be made to reflect the situation that assets may need to be
realised other than in the normal course of business and at amounts which could differ from
the amounts at which they are currently recorded in the balance sheet. In addition, the
Group may have to reclassify long term assets and liabilities as current assets and
liabilities. No such adjustments have been made to these financial statements.

Summary of significant accounting policies

Basis of preparation

The consolidated financial statements of the Group and the balance sheet of the Company
have been prepared in accordance with Singapore Financiat Reporting Standards ("FRS™).

The financial statements have been prepared on a historical cost hasis.
The financial statements are presented in Singapore Doltars (“SGD or 8%").

The accounting policies have been consistently applied by the Group and the Company and
are consistent with those used in the previous financial year.

-1 -



MatrixView Limited and its Subsidiary Companies

Notes to the Financial Statements - 30 June 2008

Summary of significant accounting policies (cont’d)

FRS and INT ERS not yet effective

The Group and the Company have not applied the following FRS and INT FRS that have
been issued but not yet effective:

Effective date
{Annual periods
beginning on or affer)

FRS 1 Amendment to FRS 1 {revised),

Presentation of Financial Statements

{Capital Disclosures) 1 January 2008
FRS 1 FRS 1 {revised) 1 January 2009

Presentation of Financial Statements
FRS 23 : Amendment to FRS 23, Borrowing Costs 1 January 2009
FRS 102 . Share-based Payment:

Vesting Conditions and Canceliation 1 January 2009
FRS 107 . Financial Instruments: Disclosures 1 January 2008
FRS 108 . Operating Segments 1 January 2009
INT FRS 112 . Service Concession Arrangements 1 January 2008
INT FRS 113 . Customer Loyalty Programme 1 July 2008
INT FRS 114 . The Limit on a Defined Benefit Asset,

Minimum Funding Requirement
and their interaction 1 January 2008

The Directors expect that the adoption of the above pronouncements will have no material
impact o the financial statements in the period of initial application, except for FRS 107,
FRS 108 and the amendment to FRS 1 as indicated below.

(a)

(h)

FRS 107, Financial Instruments: Disciosures and Amendment to FRS 1
(revised), Presentation of financial statements (Capital Disclosures}

FRS 107 introduces new disclosures to improve the information on financial
instruments, |t requires the disclosure of qualitative and quantitative information
about exposure to risks arising from financial instruments, including specified
minimum disclosures about credit risk, liquidity risk and market risk, including
sensitivity analysis to market risk. The amendment to FRS 1 requires the Group to
make new disclosures to enable users of the financial statements to evaluate the
Group's objectives, policies and processes for managing capital. The Group will
apply FRS 107 and the amendment to FRS 1 from the annual period beginning 1
January 2008,

FRS 108, Operating segments

FRS 108 requires entities to disclose segment information based on the information
reviewed by the entity's chief operating decision maker. The impact of this
Standard on the other segment disclosures is still to be determined. As this is a
disclosure Standard, it will have no impact on the financial position or financial
performance of the group when implemented in 2009.

- 12 -



MatrixView Limited and its Subsidiary Companies

Notes to the Financial Statements —~ 30 June 2008

3.4

Summary of significant accounting policies (cont’'d)
Significant accounting estimates and judgements

Estimates, assumptions concerning the future and judgements are made in the preparation
of the financial statements. They affect the application of the Group’s accounting policies,
reported amounts of assets, liabilities, income and expenses, and disclosures made. They
are assessed on an on-going basis and are based on experience and relevant factors,
including expectations of future events that are believed to be reasonable under the
circumstances.

Key sources of estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty
at the balance sheet date, that have a significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities within the next financial year are discussed
below:

(a) Impairment of goodwill

The Group determines whether goodwill is impaired at least on an annual basis.
This requires an estimation of the value in use of the cash-generating units to
which the goodwill is aliccated. Estimating the value in use requires the Group to
make an estimate of the expected future cash flow from the cash-generating unit
and also to choose a suitable discount rate in order to calculate the present value
of the cash flow. The cariying amount of the Group's goodwill at 30 June 2008 was
$Nil (2007: $112,301). More detaiis are given in Notes 3.8 and 8.

(b} Depreciation of property, plant and equipment

Property, plant and eguipment are depreciated on a straight-line basis over their
estimated useful lives of 2 - 7 years. The carrying amount of plant, property and
equipment as at 30 June 2008 was $359,985 (2007: $674,958). Changes in the
expected level of usage could impact the economic useful lives and the residual
values of these assets, therefore future depreciation charges could be revised.

Furnictional and foreign currency
(a) Functional currency

The management has determined the currency of the primary economic
environment in which the Company operates i.e. functional currency, to be SGD.
Revenue and major operating expenses are primarily influenced by fluctuations in
SGD.

(o) Foreign currency transactions

Transactions in foreign currencies are measured in the respective functional
currencies of the Company and its subsidiary companies and are recorded on initial
recagnition in the functional currencies at exchange rates approximating those
ruling at the transaction dates. Monetary assets and liabilities denominated in
foreign currencies are translated at the closing rate of exchange ruling at the
balance sheet date. Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange rates as at the dates of
the initial transactions. Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the date when the fair value
was determined.

- 13 -



MatrixView Limited and its Subsidiary Companies

Notes to the Financial Statements — 30 June 2008
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MatrixView Limited and its Subsidiary Companies

Notes to the Financial Statements — 30 June 2008

3.
3.4

3.5

36

Summary of significant accounting policies (cont’d)
Functional and foreign currency (cont'd)
() Foreign currency transactions (cont'd)

Exchange differences arising on the settlement of monetary items or on translating
monetary items at the balance sheet date are recognised in the profit and loss
account except for exchange differences arising on monetary items that form part
of the Group's net investment in foreign subsidiary companies, which are
recognised initially in a separate component of equity as exchange translation
reserve in the consolidated balance sheet and recognised in the consolidated profit
and loss account on disposal of the subsidiary. In the Company’s separate financial
statements, such exchange differences are recognised in the profit and loss
account.

The assets and liabilities of foreign operations are translated into SGD at the rate
of exchange ruling at the balance sheet date and their profit and loss account are
translated at the weighted average exchange rates for the year. The exchange
differences arising on the translation are taken directly to a separate component of
equity as exchange franslation reserve. On disposal of a foreign operation, the
deferred cumulative amount recognised in equity relating to that particular foreign
operation is recognised in the profit and loss account.

Basis of consolidation

The consolidated financial statements comprise the financial statements of the Company
and its subsidiary companies as at the balance sheet date. The financial statements of the
subsidiary companies used in the preparation of the consolidated financial statements are
prepared for the same reporling date as the holding company. Consistent accounting
policies are applied to like transactions and events in similar circumstances.

All intra-group balances, transactions, income and expenses and profits and losses
resulting from intra-group transactions that are recognised in assets, are eliminated in full.

Acquisitions of subsidiary companies are accounted for using the purchase method.
Subsidiary companies are fully consolidated from the date of acquisition, being the date on
which the Group obtains control, and continue to be consolidated untii the date that such
control ceases,

Minority interests represent the portion of profit or loss and net assets in subsidiaries not
held by the Group and are presented separately in the consolidated income statement and
within equity in the consolidated balance sheet, separately from parent sharehoiders’
equity.

Subsidiaries

A subsidiary company is an entity over which the Group has the power to govern the
financial and operating policies so as to obtain benefits from its activities.

in the Company's separate financial statements, investments in subsidiary companies are
accounted for at cost less impairment losses.

- 15 -



MatrixView Limited and its Subsidiary Companies

Notes to the Financial Statements — 30 June 2008

3.8

Summary of significant accounting policies (cont'd)
Property, plant and equipment

All items of property, plant and equipment are initially recognised at cost. The cost of an
item of property, plant and equipment is recognised as an asset is, and only if, it is probable
that future economic benefits associated with the item will flow to the Group and the cost of
the item can be measure reliably.

Subsequent to recognition, property, plant and equipment are measured at cost less
accumutated depreciation and impairment losses.

Depreciation of an asset begins when it is available for use and is computed on a straight-
line basis over the estimated useful lives of the assets as follows:

Office renovation - 5-~-Byears
Furniture and fittings - b-Byears
Office equipment - B~7years
Computers - 2-~3vyears
Vehicles - B-Byears

The carrying values of property, plant and equipment are reviewed for impairment when
events or changes in circumstances indicate that the carrying value may not be
recoverable.

The residual value, useful life and depreciation method are reviewed at each financial year-
end to ensure that the amount, method and period of depreciation are consistent with
previous estimates and the expected pattern of consumption of the future economic
benefits embodied in the items of property, plant and equipment.

An item of property, plant and equipment is derecognised upon disposal or when no future
economic benefits are expected from its use or disposal. Any gain or loss on derecognition
of the agset is included in the profit and loss account in the year the asset is derecognised.

Intangible asset
(a) Goodwill

Goodwill acquired in a business combination is initially measured at cost. Following
initial recognition, goodwill is measured at cost less any accumulated impairment
losses. Goodwill is reviewed for impairment, annually or more frequently if events
or changes in circumstances indicate that the carrying value may be impaired.

The cash-generating unit to which goodwill has been allocated is tested for
impairment annually and whenever there is an indication that the cash-generating
unit may be impaired, or by comparing the carrying amount of the cash-generating
unit, including the allocated goodwill, with the recoverable amount of the cash-
generating unit. Where the recoverable amount of the cash-generating unit is less
than the carrying amount, an impairment loss is recognised in the profit and loss
account. Impairment losses recognised for goodwill are not reversed in subsequent
periods.

- 16 -



MatrixView Limited and its Subsidiary Companies

Notes to the Financial Statements — 30 June 2008

3.
3.8

3.9

Summary of significant accounting policies (cont'd)
Intangible asset {cont'd)
(a) Goodwill (cont’d)

Where goodwill forms part of a cash-generating unit and part of the operation
within that cash-generating unit is disposed of, the goodwill associated with the
operation disposed of is included in the carrying amount of the operation when
determining the gain or loss on disposal of the operation. Goodwill disposed of in
this circumstance is measured hased on the relative values of the operations
disposed of and the portion of the cash-generating unit retained.

Goodwill and fair value adjustments arising on the acquisition of foreign operations
on or after 1 January 2005 are treated as assets and liabilities of the foreign
operations and are recorded in the functional currency of the foreign operations
and translated in accordance with the accounting policy set out in Note 3.3.

Goodwill and fair value adjustments which arose on acquisitions of foreign
operations before 1 January 2005 are deemed to be assets and liabilities of the
Company and are recorded in SGD at the rates prevailing at the date of acquisition

The Group does not reverse in a subsequent period, any impairment loss
recognised for goodwill.

(b) Research and development costs

Research costs are expensed as incurred. Deferred development costs arising
from development expenditure on an individual project is recognised when the
Group can demonstrate the technical feasibility of completing the intangible asset
so that it will be available for use or sale, its intention to complete and its ability to
use or sell the asset, how the asset will generate future economic benefits, the
availability of rescurces to complete and the ability to measure reliably the
expenditure during the development. Deferred development costs have a finite
useful life and are amortised over the period of expected sales from the related
project on a straight line basis.

Impairment of non-financial assets

The Group assesses at each reporting date whether there is an indication that an asset may
be impaired. If any such indication exists, or when annual impairment assessment for an
asset is required, the Group makes an estimate of the asset's recoverable amount.

An asset’s recoverable amount is the higher of an asset’s or cash-generating unit's fair
value less costs to sell and its value in use and is determined for an individual asset, unless
the asset does not generate cash inflows that are largely independent of those from other
assets. In assessing value in use, the estimated future cash flows expected to be generated
by the asset are discounted to their present value. Where the carrying amount of an asset
exceeds its recoverable amount, the asset is written down to its recoverable amount.

- 17 -



MatrixView Limited and its Subsidiary Companies

Notes to the Financial Statements - 30 June 2008

3.10

Summary of significant accounting policies (cont’d)
Impairment of non-financial assets (cont’d)

impairment losses are recognised in the profit and loss account except for assets that are
previously revalued where the revaluation was taken to equity. in this case the impairment
is also recognised in equity up to the amount of any previous revaluation.

An assessment is made at each reporting date as to whether there is any indication that
previously recognised impairment losses may no longer exist or may have decreased. A
previously recognised impairment loss is reversed only if there has been a change in the
estimates used to determine the asset's recoverable amount since the last impairment loss
was recognised. If that is the case, the carrying amount of the asset is increased to its
recoverable amount. That increase cannot exceed the carrying amount that would have
been determined, net of depreciation, had no impairment loss be recognised previously.
Such reversal is recognised in the profit and loss account unless the asset is measured at
revalued amount, in which case the reversal is treated as a revaluation increase.

Financial assets

Financial assets are recognised on the balance sheet when, and only when, the Group
becomes a party to the contractual provisions of the financial instrument.

When financial assets are recognised initially, they are measured at fair value, plus, in the
case of financial assets not at fair value through profit or loss, directly attributable
transaction costs.

A financial asset is derecognised where the contractual right to receive cash flows from the
asset has expired. On derecognition of a financial asset in its entirely, the difference
hetween the carrying amount and the sum of the consideration received and any
cumulative gain or loss that has been recognised directly in equity is recognised in the
profit and loss account.

All regular way purchases and sales of financial assets are recognised or derecognised on
the trade date i.e. the date that the Group commits to purchase or sell the asset. Regular
way purchases or sales are purchases or sales of financial assets that require delivery of
assets within the period generally established by regulation or convention in the
marketplace concerned.

(a) Loans and receivables

Financial assets with fixed or determinable payments that are not quoted in an
active market are classified as loans and receivables. Subsequent to initial
recognition, loans and receivables are measured at amortised cost using the
effective interest method. Gains and losses are recognhised in the profit and loss
account when the loans and receivables are derecognised or impaired, and through
the amortisation process.

The Group has not classified any financial assets as held-to-maturity investments,

available-for-sale financial assets and financial assets at fair value through profit
and loss.
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Notes to the Financial Statements - 30 June 2008

3.1

312

3.13

Summary of significant accounting policies {cont'd)
Impairment of financial assets

The Group assesses at each balance sheet date whether there is any objective evidence
that a financial asset is impaired.

If there is objective evidence that an impairment loss on loans and receivables carried at
amortised cost has been incurred, the amount of the loss is measured as the difference
between the asset's carrying amount and the present value of estimated future cash flows
discounted at the financial asset’'s original effective interest rate. The carrying amount of
the asset is reduced through the use of an aliowance account. The impairment loss is
recognised in the profit and loss account.

When the asset becomes uncollectible, the carrying amount of impaired financial assets is
reduced directly or if an amount was charged to the allowance account, the amounts
charged to the allowance account are written off against the carrying value of the financial
asset.

To determine whether there is objective evidence that an impairment loss on financial
assets has been incurred, the Group considers factors such as the probability of insolvency
or significant financial difficulties of the debtor and default or significant delay in payments.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease
can be related objectively to an event occurring after the impairment was recognised, the
previously recognised impairment loss is reversed to the extent that the carrying amount of
the asset does not exceed its amortised cost at the reversal date. The amount of reversal is
recognised in the profit and loss account.

The Group has not classified any financial assets as assets carried at cost and available-
for-sale financial assets.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and in bank and demand deposits that
are readily convertible to known amounts of cash and which are subject to an insignificant
risk of changes in value,

Financial liabilities

Financial liabilities are recognised on the balance shest when, and only when, the Group
becomes a party to the contractual provisions of the financial instrument.

Financial liabilities are recognised initially at fair value plus directly attributable transaction
costs.

Subsequent to initial recognition, all financial liabilities are measured at amortised cost
using the effective interest method.

A financial liability is derecoghised when the obligation under the liability is extinguished.

Gains and losses are recognised in the profit and loss account when the liabilities are
derecognised or impaired, and through the amortisation process.

- 19 -



MatrixView Limited and its Subsidiary Companies

Notes to the Financial Statements — 30 June 2008

3.14

3.1

Summary of significant accounting policies (cont'd)
Provisions

Provisions are recognised when the Group has a present obligation as a result of a past
event, it is probable that an outflow of resources will be required to settle the obligation and
the amount of the obligation can he estimated reliably.

Provisions are reviewed at each balance sheet date and adjusted to reflect the current best
estimate. If it is no longer probable that an outflow of economic resources will be required
to settle the obligation, the provision is reversed.

Income taxes
Current tax

Current tax assets and liabilities for the current and prior periods are measured at the
amount expected to be recovered from or paid to the taxation authorities. The tax rates and
tax laws used to compute the amount are those that are enacted or substantively enacted
by the balance sheet date.

Current taxes are recognised in the profit and loss account except for tax relating to items
recognised directly in equity is recognised directly in equity.

Deferred tax

Deferred income tax is provided using the liability method on temporary differences at the
balance sheet date between the tax bases of assets and liabilities and their carrying
amounts for financial reporting purposes.

Deferred tax assets and liabilities are recognised for all temporary differences, except:

- Where the deferred tax arises from the initial recognition of an asset or liability in a
transaction that is not a business combination and, at the time of the transaction affects
neither the accounting profit nor taxable profit or loss;

- In respect of temporary differences associated with investments in subsidiaries, where
the timing of the reversal of the temporary differences can be controlled by the Group
and it is probable that the temporary differences will not reverse in the foreseeable
future; and

- in respect of deductible temporary differences and carry-forward of unused tax credits
and unused tax losses, if it is not probable that taxable profit will be available against
which the deductible temporary differences and carry-forward of unused tax credits and
unused tax losses can be utilised.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date
and reduced to the extent that it is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred income tax asset to be utilised. Unrecognised
deferred income tax assets are reassessed at each balance sheet date and are recognised
to the extent that it has become probable that future taxable profit will allow the deferred
tax asset to be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply

to the year when the asset is realised or the liability is settled, based on tax rates and tax
Jaws that have been enacted or substantively enacted at the balance sheet date.

- 20 -



MatrixView Limited and its Subsidiary Companies

Notes to the Financial Statements - 30 June 2008

3.16

3.16

3.17

3.18

Summary of significant accounting policies (cont’d})

Income taxes {cont’d)

Deferred tax (cont'd)

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists
to set off current tax assets against current tax liabilities and the deferred taxes relate to the
same taxable entity and the same taxation authority.

Leases

Operating lease payments are recognised as an expense in the profit and loss account on a
straight-line basis over the lease term.

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits wilt flow
to the Group and the revenue can be reliably measured. The following specific recognition
criteria must also be met hefore revenue is recognised:

(a) Sales of licences

Revenue from sale of licences is recognised upon the acceptance of the software
by the customers, or per otherwise stated in the agreements.

{b) Interest income
interest income is recognised using the effective interest method.

Employee benefits

{a) Defined contribution plan
The Group participates in the national pension schemes, such as the Central
Provident Fund, as defined by the laws of the countries in which it has operations.
Contributions to the national pension scheme are recognised as an expense in the
period in which the related service is performed.

(b} Employee leave entitlement
Employee entitlements to annual leave are recognised as a liability when they

accrue to employees. The estimated liability for leave is recognised for services
rendered by empioyees up to balance sheet date.

.21 -



MatrixView Limited and its Subsidiary Companies

Notes to the Financial Statements - 30 June 2008

3.
3.18

3.189

Summary of significant accounting policies (cont’d)
Employee benefits (cont’d)
{c) Employee stock option plan

Employees of the Group receive remuneration in the form of share options as
consideration for services rendered. The cost of these equity-settled transactions
with empioyees is measured by reference to the fair value of the options at the
date on which the options are granted. This cost is recognised in the profit and loss
account, with a corresponding increase in the employee share option reserve, over
the vesting period. The cumulative expense recognised at each reporting date until
the vesting date reflects the extent to which the vesting period has expired and the
Group's best estimate of the number of options that will ultimately vest. The charge
or credit to the income statement for a period represents the movement in
cumulative expense recognised as at the beginning and end of that period.

No expense is recognised for options that do not ultimately vest, except for options
where vesting is conditional upon a market condition, which are treated as vesting
irrespective of whether or not the market condition is satisfied, provided that all
other performance and/or service conditions are satisfied. The employee share
option reserve is transferred to retained earnings upon expiry of the share options.
When the options are exercised, the employee share option reserve is transferred
to share capital if new shares are issued.

Segment reporting

A business segment is a distinguishable component of the Group that is engaged in
providing products or services that are subject to risks and returns that are different from
those of other business segments. A geographical segment is a distinguishable component
of the Group that is engaged in providing products or services within a particular ecanomic
environment and that is subject to risks and returns that are different from those of
components operating in other economic environments.
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4, Net operating loss

Net operating loss is arrived at after charging the following:

Group
2008 2007
3 3

Depreciation of property, plant and eguipment 267,147 327,598
Employee stock option expense 185,235 281,480
Loss on disposal of property, plant and equipment 27,993 318
Staff costs (including Executive Directors)

- Salaries, bonus and other emoluments 2,898,720 2,918,507

- Defined contributions 38,331 58,632
Bad debts written off - 35,355

Directors’ remuneration and related benefits are disclosed in Note 16(b) to the financial
statements.

5. Taxation

Major components of income tax expense for the year ended 30 June were :

Group
2008 2007
$ ]

- Current tax

Singapore 14,409 6,444

Foreign (1,062) (582)
- Deferred tax

Singapore - (19,554)

Foreign 9,949 23,488
Tax expense 23,206 9,778
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5. Taxation (cont’d)

A reconciliation of the tax benefit computed based on tax rates applicable to loss before
taxation for the years ended 30 June is as follows:

Group
2008 2007
$ $

Loss before taxation (5,283,070) (6,289,5641)
Tax benefit at the domestic rates applicable to losses in the

countries concerned {803,383)  (1,002,585)
Adjustments:

Expenses not deductible for tax purposes 100,907 111,457

Deferred tax assets not recognized 750,799 803,883

Income not subject to tax (33,914) -

Cthers 8,887 (4,467)

Effect of changes in tax rates - 1,488

Tax expense 23,296 9,776

The Group and Company have tax losses of $22,059,000 (2007. $17.098,000) and
$17,849,000 (2007: $13,855,000) respectively and capital allowances of $77,000 (2007:
$81,000) and $Nil (2007 $3,070} respectively, that are available for offset against future
taxable profits of the companies in which the losses arose for which no deferred tax is
recognised due to uncertainty of its recoverability. The use of these tax losses is subject to
the agreement of the tax authorities and compliance with certain provisions of the tax
legislation of the respective countries in which the companies operate.

Deferred tax assets and liabilities

Group Company
2008 2007 2008 2007
$ $ $ 3
Deferred tax liabilities
Differences in depreciation {3,914) {4,108) - -
Others {192} - {192} (192)
{(4,108) {4,106) (192) (192)
Group
2008 2007
$ $
Deferred tax assets
Provision for unutilised leave 2,918 2,919
Others - 1,801
2,919 4720
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6. Loss per share

Basic loss per share is calculated by dividing the net loss for the year attributable to
ordinary equity holders of the Company by the weighted average number of ordinary
shares outstanding during the vear.

Diluted loss per share is calculated by dividing the net loss attributable to ordinary equity
hotders of the Company by the weighted average number of ordinary shares outstanding
during the year plus the weighted average number of ordinary shares that would be issued
on the conversion of all dilutive potential ordinary shares into ordinary shares.

The following table reflects the net loss and share data used in the computation of basic
and diluted loss per share for the years ended 30 June :

Group
2008 2007
$ $

Net loss attributable to ordinary equity holders of the

Company used in the computation of basic earnings

per share (5,293,910) (6.286,257)
Weighted average number of ordinary shares on issue

applicable to basic and diluted loss per share

computation 122,886,325 106,821,302

There has been no transaction involving ordinary shares or potential ordinary shares since
the reporting date and before the completion of these financial statements.

1,345,500 (2007; 1,407,500) of stock options granted to employees have not been included

in the calculation of diluted earnings per share because these options are not considered to
be dilutive as the Group is in a loss position.
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7. Property, plant and equipment
Office Furniture Office
Group renovation & fittings equipment Computers Vehicles Total
$ $ $ $ $
Cost
At 1 July 2006 282,074 125,201 132,467 643,175 26,040 1,208,957
Additions 367 12,901 20,417 120,161 - 153,846
Disposals - (1,117) (838) - - {1,955)
Net exchange
differences 20,305 9,782 7,370 30,033 2,224 69,714
At 30 June 2007 and
1 July 2007 302,746 148,767 169,416 793,369 28,264 1,430,662
Additions 19,662 408 2,247 24,890 - 47,208
Disposals {51,948) {13,340) (22,409) (89,486) - (177,183)
Net exchange
differences {37,262) {19,081) {15,791) (69,208) (4,201) {145,543)
At 30 June 2008 233,198 114,755 123,463 659,565 24,083 1,155,044
Accumulated
depreciation
At 1 July 2008 46,250 49,839 28,075 307,002 6,553 435,719
Charge during the
year 79,044 19,536 25,036 198,803 5,179 327,598
Disposals - {405) (214) - - (619)
Net exchange
differences 5,587 {18,369) (685) 8,864 {2,491) (7,094)
At 30 June 2007 and
1 July 2007 130,881 50,601 50,212 514,669 9,241 755,604
Charge during the
year 60,191 27,510 19,964 154,994 4,488 267,147
Disposals (44,219) {11,592) (16,316) (72,569) - (144,696)
Net exchange
differences (18,822) {7,888) (3.622) {50,837) {1,827) (82,996)
At 30 June 2008 128,031 58,8631 50,238 546,257 11,802 795,069
Net carrying amount
At 30 June 2007 171,865 96,166 109,204 278,700 19,023 674,958
At 30 June 2008 105,167 56,124 73,225 113,308 12,161 359,085
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7.

Property, plant and equipment {cont’d)

Office Furniture Office Computer
Company renovation & fittings  equipment s Total
$ $ $ 3
Cost
At 1 July 2006 51,948 14,109 23,990 64,854 154,901
Additions - - - 2,769 2,769
Disposals - - - (3.070) (3,070)
At 30 June 2007 and
1 July 2007 51,948 14,109 23,980 64,553 154,600
Additions - - - 3,568 3,568
Disposals {51,948) (13,107) {19,089) {54,833) (138,977)
At 30 June 2008 - 1,002 4,901 13,288 19,191
Accumulated
depreciation
At 1 July 2006 28,500 8,339 12,342 41,730 91,911
Charge during the
year 10,390 2,822 4,797 13,908 31,015
Disposals - - - (3,070) (3,070)
At 30 June 2007 and
1 July 2007 39,890 11,161 17,139 52,566 120,756
Charge during the
year 4,329 1,273 2,570 4 141 12,313
Disposals (44,219) (11,432) (15,464) (46,092) {117,207)
At 30 June 2008 - 1,002 4245 10,615 15,862
Net carrying amount
At 30 June 2007 12,058 2,048 6,851 11,987 33,844
At 30 June 2008 - - 656 2,673 3,329
Intangible assets
Deferred Goodwill Total
expenditure
Group $ $ 3
Cost
Balance at 1 July 2006 - 132,830 132,830
Impairment loss during the year - {20,529) {20,529)
Balance at 30 June 2007 and 1 July 2007 - 112,301 112,301
Additions during the vear 646,254 - 646,254
Written-off/impairment loss during the year - (112,301) (112,301)
Balance at 30 June 2008 646,254 - 646,254
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9. Subsidiary companies

Unquoted equity shares, at cost
impairment losses

Carrying amount of investments

Details of the subsidiary companies are as follow :

Name of subsidiary
companies

2)

2)

8

2

3

@

MatrixView
Solutions (3) Pte.
Ltd.

MatrixView
Healthcare Pte.
Ltd.

MatrixView
Technologies
{Singapore) Pte.
Ltd. (Formerly
known as
MatrixView
Management
Services Ptle, Lid.)

MatrixView Data
Solutions Pte. Lid.

MatrixView
Integrated
Solutions Pvt. Ltd.

MatrixView
Technoiogies
(India) Private
Limited

Principal
activities

Dormant
{Struck off
during the
year)

Dormant

Provision of
general
management
and
administrative
support
services to
refated
companies

Dormant

Sales and
marketing of
medical and
data solutions

Research &
development
and marketing
of proprietary
image
compression
technology

Country of
incorporation/
principal place

of business

Singapore/
Singapore

Singapore/
Singapore

Singapore/
Singapore

Singapore/
Singapore

India/
India

Indiaf
India

28 -

Company
2008 2007
$ $
723,875 1,101,208
(723,875)  (1,101,208)
Equity interest Cost
2008 2007 2008 2007
% % $ $
- 100 -
100 100 3
100 100 30,194 20,759
100 100 851,405 651,405
100 100 3,807 14778
100 100 38,461 414,250
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Subsidiary companies (cont’d)

Details of the subsidiary companies are as follow;

Name of subsidiary
companies

1

(2)

@)

(4}

(4)

MatrixView USA
inc

MatrixView
Communications
Pte. Ltd. (Formerly
known as DigiView
Pte. Ltd.)

MatrixView
investment
Holdings Pte. Ltd.

MatrixView Inc.

MatrixView Inc

Principal
activities

Research and
development,
sales and
marketing

Dormant
(Struck off
during the
year)

Dormant

Dormant
(Struck off
during the
year)

Research and
development,
sales and
marketing

Country of
incorporation/
principal
place
of business

2008
%

The United
States of
America/ The
United States
of America

100

Singapore/ -
Singapore

Singapore/ 100

Singapore

The United -
States of
Americal/ The
United States
of America

The United
States of
Americal The
United States
of America

100

- 29 -

Equity
interest

2007
%

100

100

100

100

100

Cost
2008 2007
$ $
2 2
- 3
2 2
- 2

723,875 1,101,208
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10.

Subsidiary companies (cont'd)

Subsidiary of MatrixView Investment Holdings Pte. Ltd.

Country of
incorporation/
Name of subsidiary principal place
company Principal activities of business  Equity interest
2008 2007
% %
@ Cimar Medical Developing and marketing of India/ 87 87
Networks Pvt. Ltd.  high performance teleradiology india
network systems
% Audited by Ernst & Young (Singapore).
@ Audited by Sim, Teo & Associates (Singapore).
®  Audited by S.R. Batliboi & Associates.
“ Not required to be audited by law in its country of incorporation.
Trade and other receivables
Group Company
2008 2007 2008 2007
$ $ $ $

Trade receivables 1,390,867 39,054 - -

As at 30 June 2008, the following amounts are included in trade receivables for the Group:
- $161,308 (2007: $Nil} denominated in Euros.
- $1,229,400 (2007: $Nil) denominated in USD,

Trade receivables are non-interest bearing and are generally on 30 to 90 days terms. They
are recognised at their original invoice amounts which represent their face value on initial
recognition. Bad debts written off directly to profit and loss account amounted to $ Nit
(2007: $35,355).

Other receivables as at 30 June were:

Group Company
2008 2007 2008 2007
$ % 3 $
Deposits 280,810 326,949 33,015 23,826
Interest receivable - 1,642 — 10
Sundry receivables 53,102 33,388 5,850 16,767
333,012 361,879 38,865 40,603

As at 30 June 2008, the following amounts are included in other receivables for the Group:
- $263,982 (2007: $293,804) denominated in Indian Rupees.

- $4,055 (2007: $12,882) denominated in USD.

- $1,632 (2007: $1,632) denominated in other foreign currencies.
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11.

12.

13,

Cash and cash equivalents

Cash and bank balances
Fixed deposits

Group
2008 2007
$ 3
994,817 3,425,662
- 103,658
994,817 3,529,320

Fixed deposits are made for varying pericds of between 14 days to 1 month depending on
the immediate cash requirements of the Group, and earn interest rate at the respective

short-term deposit rates.

The interest rate of fixed deposits ranged from 2.0100% to 5.2500% (2007; 1.0600% to

6.2400%) per annum.

Other payables and accruals

Group Company
2008 2007 2008 2007
$ $ $ $
Accrued operating expenses 348,660 361,163 50,715 352,585
Accrued payroll and related
expenses 318,373 579,048 103,070 69,280
Others 15 97 2 3
667,048 940,308 153,787 421,868
Amounts due from/{to) subsidiary companies
Company
2008 2007
$ 3
Amounts due from subsidiary companies
-~ Trade 86,919 41,135
- Non-trade 5,969,189 4,742,398
Amounts due to subsidiary companies
- Trade (317,827) (486,432)
5,738,281 4,297,101
Less: Impairment losses (6,026,233) (4,783,533)
(287.952) {486,432)
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13.

14.

15.

Amounts due from/{to) subsidiary companies {cont’d)

Non-trade amounts due from subsidiary companies are unsecured, interest free, repayable
on demand and are 10 be settled in cash.

The Company recognised an impairment loss of $1,655,053 (2007 $2,042,643) in respect
of amounts owing from subsidiary companies due to their current financial positions.

Share capital

Number of shares Amount
2008 2007 2008 2007
& $
Issued and fully paid:
Ordinary shares at beginning
of year 119,018,705 106,510,500 27,082,203 22,261,675

Ordinary shares of;
(2007 598,205 shares issued
on Share purchase pian at
A%0.28 per share) - 598,205
Ordinary shares of:
3,108,667 at A$0.30 and
4,749,443 at A$0.359 issued on
private placements.
(2007:11,910,000 issued on
private placement at A$0.30
per share) 7,856,110 11,810,000 3,278,200 4,619,699

200,829

Ordinary shares at end of year 126,874,815 119,018,706 30,360,403 27,082,203

Employee stock option reserve
Employee stock option reserve represents the equity-seftled stock options granted to

employees (Note 18a). The reserve is made up of the cumulative value of services
received from employees recorded on grant of equity-settled stock options.
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16.

Related party disclosures

An entity or individual is considered a related party of the Group for the purposes of the
financial statements if: i) it possesses the ability {directly or indirectly} to control or exercise
significant influence over the operating and financial decisions of the Group or vice versa;
or i} it is subject to common control or common significant influence.

(&) Sale and purchase of goods and services
in addition to those related party information disclosed elsewhere in the financial

statements, the following significant transactions between the Group and related parties of
the Group took place during the year at terms agreed between the parties:

Company
2008 2007
$ $
Subsidiary companies
Management fees 138,030 293,203
Development fees 2,808,546 2,544,747
Licence fees/Royalties 86,919 41,135
(b) Compensation of key management personnel
Group Company
2008 2007 2008 2007
$ $ $ 3

Director related individual *

- Consultancy fees 50,881 35,842 - -
Directors of the Company

- Remuneration 424 727 869,875 56,427 609,800

- Other benefits 12,908 74,335 3,161 64,627

~ Defined contribution - - - -

- Directors’ fees 102,015 64,860 102,015 64,860

- Consultancy fees 36,000 36,000 36,000 36,000
Directors of subsidiary

companies
- Remuneration 385,803 417,231 - -

- Other benefits - - - -
- Defined contribution - - - -
Consuitancy fees - - - -

4

Other key executives’

remuneration
- Remuneration 395,981 432,124 - -
- Housing and other benefits 42,000 23,469 - -
- Defined contribution 17,049 74,335 - -

* This relates to consultancy fees paid to the spouse of a Birector.
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17.

18.

Operating lease commitments

Rental expense (principally for office and office equipment) for the years ended 30 June
are as follows:-

Group
2008 2007
$ $
Operating rental expense 304,338 394,318

Future minimum lease payments payable under non-cancellable operating leases are as
follows as at 30 June :

Within one year 99,950 121,858
After one year but not more than five years 52,000 22,303
151,850 144,161

The above operating leases do not contain any escalation clauses and do not provide for
contingent rent. Lease terms do not contain restrictions on the Group and Company
activities concerning dividends, additional debt or entering into other leasing agreements.

Certain leases include renewal options for additional lease period of 1 year at rental rates
to be based on negotiations and prevailing market rates.

Employee benefits

Group
2008 2007
3 $
Employee benefits expenses (including executive
Directors):

Salaries and bonuses 2,614,115 2,824 713
Defined contributions 38,331 58,632
Expenses on employee stock option plan (Note 18a) 185,235 281,480
QOther emoluments 48,862 113,558

2,886,543 3,278,383

Employee stock option plan

An Employee Stock Option Plan ("ESQOP"}) was approved by shareholders in an
Extraordinary General Meeting held on 17 November 2005. Under the ESOP, all
executives and staff of the Group are eligible to be issued with options to subscribe for the
ordinary shares of MatrixView Limited. The ESOP is administered by the Nomination and
Remuneration Commitiee.
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18.

Employee benefits (cont’d)
Employee stock option plan {cont’d)
The main features of the ESOP are summarized as follows:

1. The exercise price of the option was set on the average closing price of the
Company's shares for twenty working days prior to 16 September 2005, at the
Australian Stock Exchange ("ASX").

The options vest on the 2™ anniversary of the grant date i.e. 17 February 2008.
The options expire five years from the date the grants are vested.
The options cannot be transferred and are not quoted on the ASX.

Employees must remain employed by MatrixView Limited throughout the vesting
period.

o

The fair value of services received in return for stock options granted is measured by
reference to the fair value of stock options granted. The estimate of the fair value of the
services is measured based on the Black Scholes option valuation model.

The fair value of the stock options and the assumptions used are as follows:

Date of Grant 16 February 2008

Exercise price AS1.42

Expected life of options 3.5 years from date of grant
Expected volatility 38.48%

Expected dividend yield 0%

Risk free interest rate 5.26%

Vesting date 18 February 2008

The expected life used in the model has been adjusted, based on expectation that
employees will exercise mid-way and the risk free interest rate is based on the yield of the
five year Australian Government Bonds as at date of grant.

The expected volatility is based onh statistical analysis of monthly share prices since listing
date to 30 June 2006. It reflects the assumption that the historical volatility is indicative of
future trends but may not be necessarily the actual outcome. No other features of the
option grant were incorporated into the measurement of fair value.

The following table sets out the movement of the options issued under the ESOP:

2008 2007
$ $

Balance as at beginning of year 1,407,500 1,837,000
Movements during vear

- Granted - -

- Forfeited * (62,000) (429,500)
Balance as af end of year 1,345,500 1,407,500
Outstanding options exercisable at end of year 1,345,500 Nil

*  The forfeiture is due to employees leaving the Group during the year.
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MatrixView Limited and its Subsidiary Companies

Notes to the Financial Statements ~ 30 June 2008

20.

21.

22,

Financial risk management objectives and policies

The Group's principal financial instruments comprise fixed deposits as well as cash and
bank balances. The Group raises its funding needs mainly through issuance of shares,
Funds raised are placed in fixed deposits until needed. The Group has various other
financial assets and liabilities such as trade receivables and trade payables, which arise
directly from its operations.

The main risks arising from the Group's financial instruments are foreign currency risk,
credit risk and liquidity risk. The Board of Directors through the Audit and Risk Committee
reviews and agrees on the risk management policies for each of these risks and they are
summarised below -

Foreign currency risk

The Group's surplus funds are held largely in its functional currency and foreign currency
cash requirements are projected and purchased not more than three months ahead of
requirements.

The Group does not use derivative financial instruments to protect against the volatility
associated with its foreign currency investments, transactions and other financial assets
and liabilities created in the ordinary course of business.

Credit risk

It is the Group’s policy to place surplus funds with reputable banks.

Credit worthiness of trade receivables is checked and exposure is monitored on an ongoing
basis with the result that the Group’s exposure to bad debts is not significant.

There is no significant concentration of credit risk within the Group or the Company.
Liquidity risk

The Group forecast its financial performance and cash reguirements on a quarterly basis,
taking into account the operating and capital expenditure and inflow from sales secured.
One of the critical factors in the next financial year would be the attainment of such sales.
Where the cash position is expected to fall helow minimum operating requirements, plans
for equity calls or issue of placements shares would be activated.

Fair values of financial instruments

The fair value of a financial instrument is the amount at which the instrument could be
exchanged or settled between knowledgeable and willing parties in an arm’s length
transaction, other than in a forced or liquidation sale.

Cash and bank balances, fixed deposits, trade and other receivables, trade payables,
other payables and accruals, amounts due from/to subsidiary companies

The carrying amounts of these balances approximate their fair values due to the shori-term
maturity of these financial instruments,
Authorisation of financial statements for issue

The financial statements of the Company for the financial year ended 30 June 2008 were
authorised for issue in accordance with a resolution of the Directors on 25 September 2008.
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