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DireCtors’ report

THe DIReCTORS PReSenT THelR RePORT TOgeTHeR WITH THe finAnCIAL
RePORT Of HexIMA LIMITeD (‘THe COMPANY’) fOR THe finAnCIAL
YeAR enDeD 30 jUne 2007 AnD THe AUDITOR'S RePORT THeReON.

DIReCTORS

the Directors of the Company at any time during or since the end
of the fnancial year are:

steven m skala BA, LLB (Hows) (University oF QLb), BCL (Oxroro UNERsITY)

non-executive Chairman

Steven Skala is vice Chairman, Australia and new Zealand of
Deutsche Bank Ag. He is a former commercial lawyer with more
than 20 years experience in commercial law. Between 1982 and
1985, he was a partner of law frm Morris fletcher and Cross (now
Minter ellison). Between 1985 and 2004 he was a partner of law
frm, Arnold Bloch Leibler, and was Head of its Corporate and
Commercial Practice for several years.

Mr Skala is the Chairman of film Australia Limited and Media and
gaming Pty Limited, a Director of the Australian Broadcasting
Corporation, Deutsche Australia Limited, Max Capital group Ltd,
Wilson HTM Investment group Limited, The Australian Ballet and
The Centre for Independent Studies. He is also the vice President of
The Walter and eliza Hall Institute for Medical Research.

Mr Skala is aged 51. He has been a Director of the Company since
17 May 2002 and is also a member of the Audit and Remuneration
Committees.

professor adrienne e Clarke aC raa, FTsE,

BSc (Hons), PHD (THE UNIVERSITY OF MELBOURNE)

Deputy Chairman

Professor Adrienne Clarke is a founding member of Hexima, and
became the Chief Technology Offcer in April 2006. Professor
Clarke is Laureate Professor at The University of Melbourne. She
was appointed to a Personal Chair at the School of Botany (awarded
in 1982) and is past Director of the Plant Cell Biology Research
Centre, The University of Melbourne (1982-1999), former Chairman
of CSIRO (1991-96), former Lieutenant governor of victoria
(1997-2000) and former Ambassador for Biotechnology for victoria
(2001-2003). She was made an Offcer of the Order of Australia in
1991 and a Companion of the Order of Australia in 2004.

Professor Clarke was President of the International Society for Plant
Molecular Biology (1997-98). She is a foreign Member, American
Academy of Arts and Science; foreign Associate, national Academy
of Sciences, USA; Companion, The Institute of engineers, Australia;
fellow, Australian Academy of Science; and fellow, Australian
Academy of Technological Sciences and engineering.

Professor Clarke is a Director of Woolworths Ltd and fisher & Paykel
Healthcare Ltd.

Professor Clarke is aged 69. She has been a Director of the
Company since 15 november 2001 and is a member of the
Remuneration Committee.
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g T Dan O'Brien ssc BvMs (MURDOCH UNIVERSITY),
MBA (HARVARD UNIVERSITY)

managing Director

Dan O'Brien became Managing Director and Chief executive Offcer
of Hexima in October 2005. Mr O'Brien has extensive agribusiness
experience including farming investments and executive and non-
executive roles with king Island Dairy Limited, Tasman Agriculture
Limited, Colly farms Cotton Limited, SPC Ardmona Limited and
Select Harvests Limited. His previous roles include Chief executive
Offcer positions with BIL Australia, Mattel Asia Pacifc and The king
Island Company Limited.

Mr O'Brien is a Director of Coates Hire Limited, Select Harvests
Limited and Thomas and Coffey Limited.

Mr O'Brien is aged 51. He has been secretary since 9 May 2002
and a Director of the Company since 17 May 2002.

h Ugh M morgan aC LLB BComm (THE UNIVERSITY OF MELBOURNE)

non-executive Director

Hugh Morgan is Principal of first Charnock Pty Ltd, a Director of
the Board of the Reserve Bank of Australia until 4 july 2007 and a
member of the Lafarge International Advisory Board. He is also a
Trustee of The Asia Society new York, President of the national
gallery of victoria foundation and Chairman of the Order of
Australia Association foundation.

from 2003-2005, Mr Morgan was President of the Business Council
of Australia. He is also immediate Past President of the Australia japan
Business Co-operation Committee and immediate Past Co-Chair of
the Commonwealth Business Council, and continuing Director.

Mr Morgan was Chief executive Offcer of WMC Limited from 1986
to 2003. He was a Director of Alcoa of Australia from 1977 to 1998
and a Director of Alcoa Inc from 1998 to 2001

Mr Morgan is aged 67. He has been a Director of the Company since
10 May 2007. He is Chairman of the Audit Committee and a member
of the Remuneration Committee.



prOfeSS()r Jonathan West BA (Unwessiry oF Svoney),

PHD (HARVARD UNIVERSITY)

non-executive Director

Professor jonathan West is the Director of the Australian Innovation
Research Centre. Prior to assuming his current appointment, he
taught for 18 years at the Harvard University graduate School of
Business Administration, where he was Associate Professor, founding
Director of the Harvard University Life Sciences Initiative, and from
1998-1999 the novartis faculty Research fellow. He has been
visiting Professor at Hitotsubashi University and the nomura School
of Advanced Management in Tokyo, japan and visiting Professor at
the University de Paris Ix-Dauphine, Sorbonne.

Professor West is also Chairman of the Asia Advisory Council of
Bunge Ltd, one of the world’s largest agribusiness processing and
trading companies, and has served as an advisor to other major
corporations and several governments around the world, including
in the life sciences feld, DuPont, Roche, novartis, Syngenta and the
j.R. Simplot Company, along with the governments of Singapore,
japan, Hong kong and france. He was a member of the Scientifc
Advisory Board of the novartis Agricultural Discovery Institute in

La jolla, California. In Australia, he has served on the Prime Minister’s
Science, engineering, Innovation Council's Working group on
Science and Technology in China and India and in 2006 was ‘eminent
Thinker in Residence’ with the Premier of NSW.

Professor West is aged 50. He has been a Director of the Company
since 7 november 2005. He is Chairman of the Remuneration
Committee and a member of the Audit Committee.

DIReCTORS' MeeTINgS

ReTIReD DIReCTORS

professor marilyn a anderson  esc (Hons)

(THE UNIVERSITY OF MELBOURNE), PHD (LA TROBE UNIVERSITY)

Leader, Discovery and insect nutrition

Professor Marilyn Anderson is a founding scientist of Hexima and is
a faculty member in the Department of Biochemistry at La Trobe
University. She is a Member and Reader of the Biological Sciences
Panel of the Australian Research Council, Chair of the genetic
Manipulation Advisory Committee at La Trobe University and is a
board member and Chair of the environmental Occupational Health
& Safety Committee, South east Water Ltd.

Professor Anderson is aged 56. She resigned from the position as a
Director of Hexima on 14 june 2007.

Dr robyn L heath Bsc (Hons) (MoNAsH UNIVERSITY),

PHD (THE UNIVERSITY OF MELBOURNE)

Leader, Crop improvement technology

Dr Robyn Heath is a founding scientist of Hexima and is Senior
Research fellow in the School of Botany at The University of
Melbourne and Hexima’s Program Leader, Cotton Biotechnology.
Dr Heath has extensive research and management experience in
both government and university laboratories.

Dr Heath is aged 47. She resigned from the position as a Director of
Hexima on 14 june 2007.

The number of Directors’ meetings (including meetings of committees of Directors) held in the period in which each
Director held offce during the fnancial year and the number of meetings attended by each Director is:

board Meetings

audit committee

held ®

attended

held attended

Steven M Skala 7 7

3 2

Adrienne e Clarke

gf Dan O'Brien

jonathan West @

Marilyn A Anderson

7 7
7 7
Hugh M Morgan 2 2
7 6
7 5
7 6

Robyn L Heath

(1) number of meetings held during the time the director held offce during the year.
(2) Professor West was appointed to the Audit Committee subsequent to year end.

The nomination Committee, comprising the entire Board of the Company, was frst established subsequent to year
end and the Remuneration Committee was frst convened subsequent to year end.
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Corporate governanCe statement

THe ASx CORPORATe gOveRNANCe COUNCIL HAS ReLeASeD ITS PRINCIPLeS Of
gOOD CORPORATe gOveRNANCe AnD BeST PRACTICe ReCOMMenDATIONS.

LISTeD enTITleS ARe ReQUIReD TO DISCLOSe In THelR ANNUAL RePORTS THe exTenT
Of THelR COMPLIANCe WITH THOSe BeST PRACTICe ReCOMMenDATIONS AnD, In
THe evenT Of NnON-COMPLIANCe, THe ReASONS fOR THAT NnON-COMPLIANCe.

The principles and recommendations encompass matters such as
Board composition, committees and compliance procedures. They
are designed to maximise corporate performance and accountability
in the interests of investors and the broader economy.

A summary of the corporate governance regime that applies to
Hexima s set out below.

The board of directors

The Board is responsible for the direction and supervision of
Hexima'’s business on behalf of the Shareholders, by whom they are
elected and to whom they are accountable.

The Board'’s responsibilities include:
¢ protecting and enhancing the value of Hexima’s assets;

e setting strategies and directions, then monitoring and
reviewing progress against these strategic objectives;

¢ reviewing and ratifying internal controls, codes
of conduct and legal compliance;

¢ ensuring the signifcant risks facing Hexima have
been identifed and adequate control monitoring
and reporting mechanisms are in place; and

¢ approving transactions relating to acquisitions, divestments
and capital expenditure above delegated authority limits.

The Board has adopted a Board Charter, which sets out values and
business behaviours necessary to maintain confdence in Hexima'’s
integrity. It includes a trading policy governing trading in securities by
Directors, offcers and employees and details the respective roles
and responsibilities of the Board and management.

The Board has delegated responsibility for operation and
administration of the Company to the Managing Director and
executive management. Responsibilities are delineated by formal
authority delegations.

Directors and executives will participate in a formal induction
program. They will have access to continuing education to update
and enhance their skills and knowledge. A review of the performance
of the Board will be undertaken annually by the Chairman, in
consultation with the Board.
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composition of the board

The Constitution of the Company provides that the number of
Directors shall not be less than three. There are currently fve
Directors in offce at the date of this report and their names and
qualifcations are set out on pages 10 to 11 of this Directors' Report.

The ASx best practice recommendations require a majority of the
Board to be independent Directors and the chairperson to be an
independent director. Currently, the Board has one director who
satisfes the ASx guidelines for independence (being jonathan
West). Steven Skala and Hugh Morgan are non-executive
Directors but do not qualify as independent because of their
holding of shares in Hexima. The Board considers their signifcant
commitment as Shareholders (which aligns their interest with

that of other Shareholders) and broad experience as Directors of
other companies provide advantages to the Board which outweigh
any disadvantage in them not satisfying the ASx guidelines for
independence. The Board will review this position at least annually.

board committees

To assist in the execution of its responsibilities, the Board has
established a number of board committees including a nomination
Committee, a Remuneration Committee and an Audit Committee.
These committees have written mandates and operating procedures,
which are reviewed on a regular basis.

The full Board has 12 meetings scheduled for the coming year.
extraordinary meetings will be convened at such other times as may
be necessary to address any specifc signifcant matters that may arise.

The agenda for meetings is prepared in conjunction with the Chairman
and Managing Director/Company Secretary. Submissions are circulated
in advance. executives are regularly involved in Board discussions.



nomination Committee

The Board has in place a nomination Committee to assist it in ensuring
the Board has an effective composition, size and commitment.

The nomination Committee develops criteria for Board
membership, identifes specifc individuals for nomination

as Directors and establishes processes for the review of the
performance of individual Directors and the Board as a whole.

each of the Directors is currently on the nomination Committee.
The nomination Committee meets at least twice a year to facilitate
a Board performance assessment. In addition, the nomination
Committee meets as early as practicable prior to the expiration

of the term of offce of a Director to consider suitably skilled and
experienced individuals for nomination as Directors.

remuneration Committee

The Board will review and reward the performance of the senior
management team. In doing so, they will consider recommendations
from the Remuneration Committee.

The Remuneration Committee reviews and makes
recommendations to the Board on remuneration packages and
policies applicable to key executives and Directors.

The Remuneration Committee will consist of at least three Directors,
a majority of whom are non-executive Directors and at least one

of whom is an independent director. The current members are
Professor jonathan West (Chairman), Professor Adrienne Clarke,

Mr Steven Skala and Mr Hugh Morgan.

The Remuneration Committee meets at least twice a year in order to
review and make recommendations to the Board. The Remuneration
Committee may invite any executive management team members
or other individuals to attend meetings of the Remuneration
Committee as it considers appropriate. The Remuneration Report is
set out on pages 15 to 16 and forms part of the Directors’ Report for
the fnancial year ended 30 june 2007.

audit Committee

The Board has in place an Audit Committee to assist it in verifying
and safeguarding the integrity of Hexima's fnancial reporting.

The Audit Committee reviews the fnancial information which

is provided to Shareholders and others, the systems of internal
controls which management and the Board have established and
the audit process.

In particular, the Audit Committee undertakes certain specifc duties
as prescribed by the Board Charter and Audit Committee Charter.

The Audit Committee also reviews the performance of the external
auditors on an annual basis and normally meets with them during
the year to:

¢ discuss the external audit and internal audit plans, identifying any
signifcant changes in structure, operations, internal controls or
accounting policies likely to impact the fnancial statements and
to review the fees proposed for the audit work to be performed;

¢ review the half-year and preliminary fnal report prior to
lodgement with the ASx, and any signifcant adjustments required
as a result of the auditor’s fndings, and to recommend board
approval of these documents, prior to announcement of results;

¢ review the draft annual and half-year fnancial report, and
recommend board approval of the fnancial report; and

¢ review the results and fndings of the auditor, the adequacy
of accounting and fnancial controls, and to monitor the
implementation of any recommendations made.

Audit Committee meetings are to be held periodically throughout
the year. It is the policy of the Board that the members of the Audit
Committee should be non-executive Directors, at least one of
whom should also be independent. This differs from the ASx best
practice recommendations which require a majority of independent
Directors and an independent Chairperson. given the current
composition of the Board, it is not possible for Hexima to satisfy
the ASx requirements as to independence. The current Audit
Committee comprises Mr Hugh Morgan as Chairman, Mr Steven
Skala and Professor jonathan West.

The Managing Director, Chief financial Offcer and external auditors
will generally attend all Audit Committee meetings.

communication with shareholders

Hexima's policy is to provide timely, open and accurate information
to all stakeholders, including shareholders, regulators and the wider
investment community. The Board Charter includes a continuous
disclosure protocol to ensure compliance with the Listing Rules
disclosure requirements.

In summary, the Company’s continuous disclosure protocol operates
as follows:

¢ the Managing Director/Company Secretary and the Chief
financial Offcer are responsible for interpreting the company’s
policy and where necessary informing the Board. The Company
Secretary is responsible for all communications with the ASXx;

¢ The full Annual financial Report is available on the Company’s
website and is sent to all shareholders who request it;

¢ the half-yearly report contains summarised fnancial
information and a review of the operations of the Company
during the period. The half-year fnancial report is lodged
with the Australian Securities and Investments Commission
and the ASx, and sent to all shareholders who request it;

¢ proposed major changes in the Company which
may impact on share ownership rights are
submitted to a vote of shareholders; and

¢ all media releases and information provided to analysts or
the media during briefngs are released to the ASx.

Hexima's communications strategy is set out in the Board Charter and
is designed to promote effective communication with Shareholders
and encourage effective participation at general meetings.

risk Management

The Company strives to ensure that its practices are of the highest
standard. The use of ag-biotech technology is regulated in the
majority of countries in which Hexima will seek to commercialise its
technology. The regulatory framework, which varies from country
to country, is generally based on an assessment of the risk associated
with the technology.
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INnDePenDenT ADvICe

each Director has the right of access to all relevant company
information and to the Company’s executives and, subject to prior
consultation with the Chairman, may seek independent professional
advice at the Company’s expense. A copy of the advice received by
the Director will be made available to all members of the Board.

PRINCIPAL ACTIvITIeS Of THe COMPANY

The principal activity of the Company during the fnancial year was
the research, development and commercialisation of technology
for the genetic modifcation of crops, primarily to enhance their
resistance to insects and fungal pathogens.

OPeRATINg AND fINANCIAL RevleW

$000 2007 2006
Revenue 543 202
netproft(oss)before  (2924)  (1712)
fnancing income/expense

net fnancing'é‘(;sts)/income o (8443) o 23
S beneﬁ s 325
L aﬂer,é‘),(‘ e (11367) B (1364)
attributable to members

L S n|L B n||_
Basic earningsuf‘)ké‘r share (cents) - (386) o (54)

Hexima recorded a net loss after tax of $11.367 million for the year
ended 30 june 2007, compared with a loss after tax of $1.364 million
for the previous corresponding period.

for an explanation of Hexima’s position subsequent to the Initial
Public Offering please refer to the commentary included under
events Subsequent to Balance Date.

excluding net fnance expense, the net loss after tax for the year
ended 30 june 2007 was $2.924 million. net fnance expense for the
year was $8.443 million. This was largely attributable to a non-cash
accounting entry required to be made in accordance with AIfRS to
refect the net fair value adjustment on a converting note derivative.

Other than the recognition of this fnance expense, the increase in
the net loss for the period refects the Company no longer being
eligible for the R&D tax concession available to small companies

and the expansion of the Company’s activities in advancing the
commercialisation of its technologies. There has been a signifcant
increase in the expenses incurred in funding research and
development and feld trials, as well as the expenses of establishing
the administrative capacity for a listed company and the expenses
associated with raising capital. These have been only partially offset
by an increase in income from collaborations and government grants.
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outlook

Hexima is focussed on commerecialising its most advanced
technologies and progressing its pipeline of technologies under
development. The following are key to Hexima’s success in these
objectives:

¢ Hexima is targeting a large and growing market;
¢ Hexima’s technologies address signifcant unmet market needs;

e Hexima is already working closely with some of the
global agribusiness groups to develop its technology;

¢ Hexima has the opportunity to earn signifcant
royalties and revenues from its technologies; and

¢ Hexima has the funding necessary to execute its strategy of
seeking to enter into defnitive commercialisation agreements
with one or more of the global agribusiness groups.

SIgnIfICANT CHANgeS In
THe STATe Of AFfAIRS

In the opinion of Directors the following signifcant changes in the
state of affairs of the Company occurred during the fnancial year
under review:

The Company completed a rights issue and capital raising on

31 December 2006 to fund the operations of the Company prior to
the major fund raising completed in August 2007. As a result of the
31 December 2006 rights issue, 7,595,601 shares at an issue price of
$0.035 per share were issued.

Hexima has entered into a Research and Development Agreement
with Balmoral Australia Pty Ltd (ACin 095 987 367) (‘Balmoral’).
Under the agreement, Balmoral has paid Hexima $1,800,000 to
conduct research and development on its behalf relating to the
potential pharmaceutical applications of Hexima’s Pl and defensin
technologies in the treatment and prevention of cancer in humans.
The research will be conducted by Hexima over the next two to
three years. While Balmoral will acquire IP rights in relation to any
results generated from the research and development, it has agreed
to licence that IP to Hexima. Hexima is required to pay Balmoral

a royalty refecting the relative contributions that the existing
Hexima technology and any IP generated by the project have to the
successful commerecialisation of the project results. The royalty will
not exceed 10% of the net revenue generated.

In addition, Hexima has agreed to grant to Balmoral 800,000 options,
each to acquire one fully paid ordinary share in Hexima at an exercise
price of $2.00 per option, exercisable prior to 30 june 2010. Hexima
has also granted to Balmoral 1.6 million options, each to acquire one
fully paid ordinary share in Hexima at an exercise price of $2.00 per
option, exercisable at any time prior to 30 june 2012. Balmoral has
paid $200,000 as consideration for the grant of the options.



evenTS SUBSeQUenT TO
RePORTINg DATe

Initial Public offering

To raise $40,000,000 prior to expenses, the Company issued a
Prospectus (‘the Prospectus’) for the offer of 32,000,000 shares
at $1.25 per share on 6 july 2007. The offer was fully subscribed
and trading of the shares on the Australian Stock exchange (ASx)
commenced on 27 August 2007. The expired Prospectus can be
viewed at www.hexima.com.au.

Conversion of Converting notes

The Company had 2,827,897 Converting notes on issue as at

30 june 2007, classifed as a liability in the Company’s balance sheet. As
the Company listed on the Australian Stock exchange on 27 August
2007 at a value of $1.25 per share, a Liquidity event as defned in the
Converting note Commitment Agreement occurred. At this time the
Converting notes converted to 9,049,270 fully paid ordinary shares.

Issued capital number amount
Post-IPO of shares Paid (%)
Oniissue at 1 july 2007 33,224,006 2,361,456
Issued on égﬁversion of 666verting '9,049,27(; o ."11,311,597
notes 27 August 2007

Issued for cash -IPO 27 Aﬁgust 2007 3"2,000,00(5“ o .;1‘0,000,000
onissue at 27 august 2007 74,273,276 53,673,053
Less: transaction costs nla (1,890,000)
Total 74,273,276 51,783,053

changes in key Management Personnel

As foreshadowed in the Prospectus dated 6 july 2007 the Company
has appointed a Chief Operating Offcer and a Chief financial Offcer.

Where appropriate, in addition to receiving a salary, an executive
may receive an entitiement to participate in employee share plans.
Hexima has recently entered into an agreement with Adam Hall
pursuant to which he has been appointed as Chief Operating Offcer
effective from 1 july 2007. Hexima is to formalise its arrangements
with the other members of its management team. Nno such
agreement will be entered into without the recommendation of the
Board’s Remuneration Committee.

Other than the matters discussed above, there has not arisen in the
interval between the end of the fnancial year and the date of this report
any item, transaction or event of a material or unusual nature likely, in
the opinion of the Directors of the Company, to affect signifcantly the
operations of the Company, the results of those operations, or the state
of affairs of the Company, in future fnancial years.

DIviIDenDS

The Company has not paid or declared any dividends during or since
the end of the fnancial year ended 30 june 2007.

LIkeLY DeveLOPMeNnTS

further disclosure of information regarding likely developments in
the operations of the Company and the expected results of those
operations in future fnancial years has not been included in this
report because, in the opinion of the Directors, disclosure of the
information may prejudice the interests of the Company.

ReMUNeRATION RePORT
Principles of remuneration — audited

key management personnel (including Directors of the Company
and other executives) have authority and responsibility for planning
and controlling the activities of the Company. for the fnancial year
ending 30 june 2007, key management personnel comprise Mr Dan
O'Brien, Professor Adrienne Clarke, Professor Marilyn Anderson
and Dr Robyn Heath. Remuneration levels for key management
personnel are set to attract and retain appropriately qualifed

and experienced directors and executives. The Remuneration
Committee obtains independent advice on remuneration packages
and reviews remuneration on at least an annual basis.

Remuneration structures take into account the capability and
experience of key management personnel. Remuneration includes
a mix of fxed and variable remuneration as well as short and long
term incentives.

Fixed remuneration

fixed remuneration consists of base remuneration, calculated on a total
cost basis, as well as employer contributions to superannuation funds.

Performance Linked remuneration

Performance linked remuneration includes both short and long term
incentives. The short term incentive is an at risk bonus in the form

of cash, based on the satisfaction of specifed performance criteria,
whilst the long term incentive may be provided as options over the
Company'’s ordinary shares and other securities.

The Remuneration Committee considers that the above
performance-linked compensation structure is generating the desired
outcome. Incentives for the fnancial year ended 30 june 2007 related
largely to the completion of a successful capital raising to fund the
Company's activities as it seeks to commercialise its technologies.

A successful capital raising was completed in August 2007 and,
consequently, the Company has the fnancial capacity to continue to
develop its technologies and to further their commercialisation.

service contracts

Mr O'Brien and Professor Clarke have employment contracts

with the Company. employment agreements may be terminated
immediately for cause or are otherwise terminable by three month’s
notice by either party. Professor Anderson and Dr Heath are
employees of The University of Melbourne and La Trobe University.
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non-executive directors — audited

The Constitution provides that non-executive Directors may be paid or provided fees or
other remuneration for their services as a Director of Hexima (including as a member of any
Directors’ committee). The total amount or value of this remuneration must not exceed
$500,000 (including mandatory superannuation) per annum or such other maximum amount
determined by the Company in a general meeting.

A non-executive Director may be paid remuneration as the Directors determine where

the Director performs services outside the scope of ordinary duties of the Director. non-
executive Directors may also be paid expenses properly incurred in attending meetings or
otherwise in connection with the Company’s business.

Prior to 1 April 2007, no remuneration was paid to the non-executive Directors save for the
options issued to Directors. from 1 April 2007, fees payable to non-executive Directors are set
at $55,000 per annum for non-executive Directors and $110,000 per annum for the Chairman.

Details of the nature and amount of each major element of the remuneration of each Director
of the Company and each of the named offcers of the Company (including key management
personnel) receiving the highest remuneration are included in the table following.

directors’ and executive offcers’ remuneration — audited

Details of the nature and amount of each major element of remuneration of each Director of the Company and each executive and key

management personnel are:

POST EMPLOYMENT
SHORT TERM EMPLOYEE BENEFITS SHARE BASED PAYMENTS BENEFITS Proportion of

remuneration Value of Options
fixed Remuneration Short Term Share Converting performance as proportion of
(Salary & Fees) Incentive Options Issued Notes Issued Superannuation Total related Remuneration

non-executive
Steven M Skala 2007 25,230 > - - 2,270 27500 = -
(1) B o _ | s : _ e 6000 ............................... .................. 100%
Jonathan West - o R e : o e 13750 ............................... .........................
(1) R e _ | s : - e 3’000 ............................... .................. 100%
Hugh y Ma.r gan o o0 | e : . 7639 ............................... .........................
e . e _ | e : - e, ............................... .........................

executive

Adrienne e Clarke 2007 = 121,680 - - 119950 241,630 50% -
(1)(2) ©)] o 2006 = y 3000 - = 3,000 lOO%
éf.ban OBrIen 2007 95,343 10080 - é50,000 5527 H 46095079% .....................
(2) (4) - - oo | e _ o . 1561000 ............................... .........................
MariynAAnderson 2007 i 12615 . i 1135 13750 N )
. R o : | e : - e, ............................... .........................
RObyn : Heath — : s - e : o e 13’750 ............................... .........................
e - o : | e : - e, ............................... .........................
Total 2007 140,197 256,990 - 250,000 131,782 778,969 65% -
Total 2006 150,848 = 12,000 - 5,152 168,000 = 8%

(1) no options were granted to Directors or executive Offcers during the year ended 30 june 2007. The total expense of share options granted in the fnancial
year ended 30 june 2006 was $12,000 and was included in employee benefts expense in the income statement. The fair value of the share options at grant
date is determined based on the Black-Scholes formula. The terms and conditions of these options are detailed in note 22 to the fnancial statements.

(2) Professor Clarke and Mr O'Brien are employed directly by the Company on a part-time basis.

(3) Professor Clarke was appointed Chief Technology Offcer of the Company during the fnancial year ended
30 june 2007. She was previously employed by The University of Melbourne.

(4) Converting notes to the value of $250,000 were issued as compensation to a related entity of Mr O'Brien on 19 December 2006. These notes were subsequently fair valued
as at 30 june 2007 to $1,000,000 in accordance with note 13, with the $750,000 fair value adjustment included in note 6 as et fair value adjustment on converting note.’

16 HeXIMa AnnUAL RePORT 2007



DIReCTORS' INTeReSTS

Set out below are details of the interests of the Directors in offcce at 30 june 2007 in the
shares of the Company and rights or options over such instruments, prior to the issue of
shares under the Initial Public Offering and on completion of the Offer. Interests include those
held directly and indirectly.

director existing shares at shares from shares issued Total shares % issued shares options over

30 June 2007 converting under offer post offer post offer shares

notes*

Steven M Skala 2,892,730 960,000 160,000 4,012,730 5.4% 1,057,768
AdremneeClarke 4525006 732893 160000 saol9 1096971
ngan OBnen ...................................... 2;‘924176'{3 ............ 1;760,006 ............ 160'006 ............ 4;‘844'765.‘. B . 650,/; ..................... 1231456
]onathanwest ........................................ ,491'7& ............ '950’006 ............ 160'006 ............ 1']‘611,705“ B . 220,/; ........................ 300000
HughM Morgan ...................................... 4',354'50,3 ............ 1;600,006 ............ 500‘006 ............ 6],454]505.‘. B . 870,/; ........................ 303031
MamynA Anderson .............................. 2;381'93,5 ............ . s ‘ e 23 311935““ B . 3.20,/; ........................ 500000
RO bynLHeath ........................................ 2,’381935 ............. e — 23 81’93,5..“ B . 320,/; ........................ 500000
Total 19,952,599 6,012,893 1,140,000 27,105,492 36.5% 4,989,226

* On completion of the Offer, existing converting notes converted to shares in the Company.

SHARe OPTIONS

The Company did not issue any options to Directors or key management personnel during or
since the end of the fnancial year ended 30 june 2007.

Unissued shares under option
At the date of this report, unissued ordinary shares of the Company under option are:

expiry date exercise number of
Price shares

31 December 2009 $0.50 5272733
31 December 2009 st 928,425
3lDecember2000 $016 154737
30]une 201,(‘),‘ ........................... $200 ........................ 800000
wojune2oz $200 1600000
8,755,895

no options have been exercised by Directors or key management personnel either during or
after the end of the fnancial year ending 30 june 2007. La Trobe University exercised 550,000
options at a total exercise price of $1.00 during the year ended 30 june 2007.
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AUDITORS

non-audit services

During the year kPMg, the Company’s auditor, has performed certain services in addition to their
statutory duties. kPMg was engaged to prepare an Investigating Accountant’s Report for inclusion
in the Prospectus dated 6 july 2007, in respect to the capital raising completed since year end.

The Board has considered the non-audit services provided during the year by the auditor and
is satisfed that the provision of those services during the year by the auditor is compatible
with, and did not compromise, the auditor independence requirements of the Corporations
Act 2001 for the following reasons:

¢ all non-audit services were subject to the corporate governance procedures
adopted by the Company and have been reviewed by the audit committee to
ensure they do not impact the integrity and objectivity of the auditor; and

¢ the non-audit services provided by the auditor do not undermine the general
principles relating to auditor independence as set out in APeS 110 Code of Ethics for
Professional Accountants, as they did not involve reviewing or auditing the auditor’s
own work, acting in a management or decision making capacity for the Company,
acting as an advocate for the Company or jointly sharing risks and rewards.

Details of the amount paid to the auditor of the Company, kPMg, and its related practices for
audit and non-audit services provided during the year are set out below.

($) 2007 ($) 2006

audit services

Audit and review of fnancial reports 40,323 17,350

services other than statutory audit

Preparation of Investigating Accountant’s Report 65,000

105,323 17,350

INDeMnNIfICATION Of OffICeRS

no indemnities were given or insurance premiums paid during the fnancial year for any
person who was an offcer or auditor of the Company. Since the end of the fnancial year the
Company has paid insurance premiums of $100,100 (including taxes) in respect of Directors’
and Offcers’ liability and legal expenses insurance contracts, for current and former Directors
and Offcers of the Company. The insurance premiums relate to:

¢ costs and expenses incurred by the relevant offcers in defending proceedings,
whether civil or criminal and whatever their outcome; and

¢ other liabilities that may arise from their position, with the exception
of conduct involving a willful breach of duty or improper use of
information or position to gain personal advantage.

LeAD AUDITORS' InDePenDenCe DeCLARATION UNDeR
SeCTION 370C Of THe CORPORATIONS ACT 2001

The Lead Auditor’s Independence Declaration is set out on page 19 and forms part of the
Directors’ Report for the ended 30 june 2007.

This report is made pursuant to a resolution of the Directors.

st g =B

mr sm skala mr gf Dan O’Brien
Director Director

Dated this 28th day of September
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Lead auditor’s independence declaration under Section 307C of the Corporations Act
2001

To: the directors of Hexima Limited

I declare that, to the best of my knowledge and belief, in relation to the audit for the financial year ended
30 June 2007 there have been:

* o contraventions of the auditor independence requirements as set out in the Corporations Act
2001 in relation to the audit; and

e no contraventions of any applicable code of professional conduct in relation to the audit.

£ome
KP

ph M Ferguson
Partner

Melbourne

Zg September 2007

KPMG, an Australian partnership and a member firm of the KPMG natwork
of independent member fwms atfiliated with KPMG Internatonal, a Swiss cooperatve.
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INCome statement for the
year enDeD 30 June 2007

notes ($) 2007 ($) 2006
revenue 542,740 202,428
Contracted research expenditure - general (1164,596) (822,324)
Contracted research expenditure unlver5|ty sponsorship (60000) ) (20000)
Contracted university research adr‘rtirrietration support expenditlr re ....................... (434195) .................... (259467)
Patentandlegalexpense (err240) (304377)
fedtalexpense L) (91830)
Merketing & researchexpense (53979)  (151963)
employee beneftsexpense 2 (178969) (168,000)
Depreciatonexpense ®32) (6530)
Otherexpense s (528210)  (90021)
(3,466,682) (1,914,512)
results from operating activities (2,923,942) (1,712,084)
financial income 6 40,612 23591
financilexpense 6 Bas3700) -
net fnancing (costs)lincome (8,443,088) 23,591
Loss before income tax (11,367,030) (1,688,493)
Income tax beneft 7a - 324,655
Loss for the period (11,367,030) (1,363,838)
earnings per share for proft attributable to the
ordinary equity holders of the Company:
Basic earnings per share 20 (0.386) (0.054)
Diuted eamingspershere 20 038 (0054)

The accompanying notes form part of these fnancial statements
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BaLanCe sheet as

at 30 June 2007

notes ($) 2007 ($) 2006
Current assets
Cash and cash equivalents 8 2,833,360 992,054
Rece,vab|es ,,,,,,,,,,,,,,,,,,,,,, S 1 34 221 ............................ 9 41796
Curremtax L o o 324655
Total current assets 2,967,581 2,258,505
non-current assets
Investments 10 2 2
Propertyplant andequpment n 82410 ........................... 19502
Total non-current assets 82,412 19,504
Total assets 3,049,993 2,278,009
Current liabilities
Trade and other payables 12 1,871,107 731,640
Loansandborrowings B3 1147903 167416
'.5&;;};;mcome ,,,,,,,,,,,,,,,,,,,,,, L 500000 s
Total current liabilities 13,950,120 899,056
non-current liabilities
Loans and borrowings 13 - 2577897
'.5;;;;};;;mcome ,,,,,,,,,,,,,,,,,,,,,, L 1200000 s
Total non-current liabilities 1,200,000 2,577,897
Total liabilities 15,150,120 3,476,953
net (defciency)lassets (12,100,127) (1,198,944)
equity
Issued capital 15 2,361,456 2,095,609
Reserves ,,,,,,,,,,,,,,,,,,,,,,,, p 212000 .............................. 12000
Accumulated losses O (uersey) (3306553)
Total (defciency)/equity (12,100,127) (1,198,944)

The accompanying notes form part of these fnancial statements
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statement of Changes
iNn equity for the year

enDeD 30 June 2007

equity equity
ordinary option compensation accumulated

$ note shares reserve reserve Losses Total equity
2007

Opening balance at 1 july 2006 2,095,609 - 12,000 (3,306,553) (1,198,944)
v optioﬁ,é, ‘‘‘‘‘‘‘‘‘‘‘‘‘ o - 200000 e 2 00000
T iterﬁ;}ééognised et eqUity, ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 200000 ................................................................................................. 2 00000
oot o {Héﬁberiod ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ : B (11367030) ............... (11367030)
Total recognised income and expense forthe period : 200000 - (11367030)  (11167030)
R Shares ,,,,,,,,,,,, o 2651847 B 2 65347
closing balance at 30 June 2007 2,361,456 200,000 12,000 (14,673,583) (12,100,127)
2006

Opening balance at 1 july 2005 2,095,609 - - (1,942,715) 152,894
R optioﬁ; ‘‘‘‘‘‘‘‘‘‘‘‘‘ o e s 12000 e 1 2000
e iten{;}ggognised ety eqUity, ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ . s 12000 i 1 2000
oot o {H;F‘)emd ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ : i (1363838) ................. (1363838)
Total recognised inC(')“r‘r"lgand expense for the peri(;d """"""""" - .................... 12000 ............... (1363838) ............... (1351838)
closing balance at 30 June 2006 2,095,609 - 12,000 (3,306,553) (1,198,944)

The accompanying notes form part of these fnancial statements
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statement of Cash
fLoWs for the year
enDeD 30 June 2007

notes ($) 2007 ($) 2006
Cash fows from operating activities
Cash receipts from government grants & collaboration agreements 2,291,016 202,428
Cashpaid tosuppliersand employees (2068894) ' (1292709)
Cash receipts from research & develo;');r'{(‘e'ﬁ‘t“;[;;eghcession """"""""""""""""""""""""""""""" 324655 ................... 3 10667
net cash from/ (used in) operating activities 16b 546,777 (779,614)
Cash fows from investing activities
Interest received 6 23591
Payments for property, plant and equip;r:r'\‘é'r;t' """"""""""""""" 11 (71,229) )
net cash from/ (used in) investing activities (30,617) 23,591
Cash fows from fnancing activities
Proceeds from issue of converting notes 859,300 1,264,323
Proceeds from issue of share capital 5 265846 o
Proceeds from issue of share options 5 200000 o
net cash from fnancing activities 1,325,146 1,264,323
netincrease in cash and cash equivalents 1,841,306 508,300
Cashandcashequivalentsat1july 992054 .................. 483754
cash and cash equivalents at 30 June 16a 2,833,360 992,054

The accompanying notes form part of these fnancial statements
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Nnotes to the finanCial statements
for the year enDing 30 June 2007

1 RePORTINg enTITY

Hexima Limited (the ‘Company’) is a company domiciled in Australia.
The address of the Company’s registered offce is Level 5, 114 William
Street, Melbourne, victoria, 3000. Hexima is an agribusiness company
actively engaged in the research and development of technology for
the protection and enhancement of commercial crops, primarily to
enhance their resistance to insects and fungal pathogens.

The accounts of Hexima Limited, the Company, are also to be read
as the consolidated entity as the Company fnancial statements do
not differ materially to the consolidated entity.

2. BASIS Of PRePARATION
(a) statement of compliance

The fnancial report is a general purpose fnancial report which
has been prepared in accordance with Australian Accounting
Standards (AASBS) (including Australian interpretations) adopted
by the Australian Accounting Standards Board (“AASB”) and the
Corporations Act 2001 .

The fnancial statements were approved by the Board of Directors
on 28th September 2007.

(b) basis of measurement

The fnancial report has been prepared on the basis of historical cost,
except for derivative fnancial instruments and cash-settled share
based payment arrangements which are measured at fair value.

(c) Functional and presentation currency

The fnancial statements are presented in Australian dollars, which is
the Company’s functional currency.
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(d) Use of estimates and judgements

The preparation of a fnancial report in conformity with Australian
Accounting Standards requires management to make judgements,
estimates and assumptions that affect the application of policies and
reported amounts of assets and liabilities, income and expenses.
The estimates and associated assumptions are based on historical
experience and various other factors that are believed to be
reasonable under the circumstances, the results 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
underlying assumptions are reviewed on an ongoing basis. Revisions
to accounting estimates are recognised in the period in which the
estimate is revised if the revision affects only that period, or in the
period of the revision and future periods if the revision affects both
current and future periods.

In particular, information about signifcant areas of estimation
uncertainty and critical judgements in applying accounting policies
that have the most signifcant effect on the amounts recognised in the
fnancial statements are described in the following notes:

e note 13 —derivative fnancial instruments
are measured at fair value.

(e) Goingconcern

The fnancial statements have been prepared on a going concern
basis, which contemplates the continuity of normal trading
operations and the realisation of assets and settlement of liabilities in
the ordinary course of business.

The Company incurred an operating loss after tax of $11,367,030 for
the year ended 30 june 2007 (2006: $1,363,838) and had a net asset
defciency at balance date of $12,100,127 (2006: $1,198,944).

The Directors believe it is appropriate to prepare the fnancial
statements on a going concern basis for the following reasons:

¢ subsequent to year end, the Company successfully
completed its capital raising activities (Initial Public Offering),
of which the $40,000,000 of funds generated is in excess
of the Company’s forecast cashfow requirements for
the period from 1 july 2007 to 30 june 2008; and

e asaresult of the successful completion of the Initial Public
Offering, all converting note instruments classifed as debt at
30 june 2007 were converted to fully paid ordinary shares.

The Directors believe that the going concern basis of preparation is
therefore appropriate and that the Company can pay its debts as and
when they fall due.
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3. SignIfiCANT ACCOUNTINg POLICleS

The entity has elected to early adopt the following accounting
standards and amendments:

e AASB 101 Presentation of Financial Statements (October 2006).

Certain comparative amounts have been reclassifed to conform with
the current year's presentation.

(a) Financial Instruments
() non-derivative fnancial instruments

non-derivative fnancial instruments comprise trade and other
receivables, cash and cash equivalents, loans and borrowings, and
trade and other payables.

non-derivative fnancial instruments are recognised initially at fair
value plus, for instruments not at fair value through proft or loss, any
directly attributable transaction costs, except as described below.
Subsequent to initial recognition non-derivative fnancial instruments
are measured as described below.

A fnancial instrument is recognised if the Company becomes a
party to the contractual provisions of the instrument. financial assets
are derecognised if the Company’s contractual rights to the cash
fows from the fnancial assets expire or if the Company transfers
the fnancial asset to another party without retaining control of
substantially all risks and rewards of the asset. financial liabilities are
derecognised if the Company’s obligations specifed in the contract
expire or are discharged or cancelled.

Cash and cash equivalents comprise cash balances and call deposits.
Accounting for fnance income and expense is discussed in note 3(g).

(i)  Converting notes

non-redeemable converting notes which convert to share capital
and where the number of shares issued vary with changes in their
fair value are accounted for as hybrid fnancial instruments, split
between host contract debt and derivative debt. The derivative debt
component embedded in hybrid convertible notes is calculated at its
fair value at the time of recognition of the convertible notes and then
fair valued on an on-going basis with changes recognised in the proft
and loss account. Converting notes are recognised in the balance
sheet upon issue. for partly paid converting notes, a receivable is
recognised to the extent of the unpaid amount.

(i)  other non-derivative fnancial instruments

Other non-derivative fnancial instruments are measured at
amortised cost using the effective interest method, less any
impairment losses.

(iv)  Derivative fnancial instruments

separable embedded derivatives
Changes in the fair value of separable embedded derivatives are
recognised immediately in proft or loss.

(iv)  share capital

ordinary shares

Incremental costs directly attributable to the issue of ordinary shares
and share options are recognised as a deduction from equity, net

of any related income tax beneft. Other incremental costs not
attributable to issue of ordinary shares are expensed as incurred.

Dividends
Dividends are recognised as a liability in the period in which they are
declared.
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(b) Plantand equipment
® recognition and measurement

Items of plant and equipment are stated at cost less accumulated
depreciation and impairment losses (see accounting policy (e)).
Where parts of an item of plant and equipment have different
useful lives, they are accounted for as separate items of plant and
equipment. Cost includes expenditures that are directly attributable
to the acquisition of the asset.

(i)  subsequent costs

The Company recognises in the carrying amount of an item of plant
and equipment the cost of replacing part of such an item when that
costisincurred if it is probable that the future economic benefts
embodied within the item will fow to the Company and the cost of
the item can be measured reliably. All other costs are recognised in
the income statement as an expense as incurred.

(i)  Depreciation
Depreciation is charged to the income statement on a straight-line
basis over the estimated useful lives of each part of an item of plant

and equipment. The depreciation/amortisation rates used for each
class of asset are as follows:

2007 2006

Plant and equipment

15% - 375% 15% - 375%

33% 33%

Depreciation methods, useful lives and residual values are reassessed
at the reporting date.

(c) Foreign currency

Transactions in foreign currencies are translated to the functional
currency of the Company at exchange rates at the dates of the
transactions.

(d) Investment

Investment in controlled entity is measured at the lower of cost
and recoverable amount. The carrying amount of the investment
is reviewed annually by directors to ensure it is not in excess of the
recoverable amount of the investment.

(e) Impairment
(i)  financial assets

A fnancial asset is considered to be impaired if objective evidence
indicates that one or more events have had a negative effect on the
estimated future cash fows of that asset.

An impairment loss in respect of a fhancial asset measured at
amortised cost is calculated as the difference between its carrying
amount, and the present value of the estimated future cash fows
discounted at the original effective interest rate.

Individually signifcant fnancial assets are tested for impairment
on aindividual basis. The remaining fnancial assets are assessed
collectively in groups that share similar credit risk characteristics.

Allimpairment losses are recognised in proft or loss.

Animpairment loss is reversed if the reversal can be related
objectively to an event occurring after the impairment loss was
recognised. for fnancial assets measured at amortised cost, the
reversal is recognised in proft or loss.
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3. SlgnIfiCANnT ACCOUNTINg
POLICleS (CONTINUeD)

(i)  non-fnancial assets

The carrying amounts of the Company’s non-fnancial assets, other
than deferred tax assets, are reviewed at each reporting date to
determine whether there is any indication of impairment. If any such
indication exists then the asset’s recoverable amount is estimated.

An impairment loss is recognised if the carrying amount of an asset
or its cash-generating unit exceeds its recoverable amount. A cash-
generating unit is the smallest identifable asset group that generates
cash fows that largely are independent from other assets and groups.
Impairment losses are recognised in proft or loss. Impairment losses
recognised in respect of cash-generating units are allocated frst to
reduce the carrying amount of any goodwill allocated to the units and
then to reduce the carrying amount of the other assets in the unit
(group of units) on a pro rata basis.

In respect of other assets, impairment losses recognised in prior
periods are assessed at each reporting date for any indications that the
loss has decreased or no longer exists. An impairment loss is reversed
if there has been a change in the estimates used to determine the
recoverable amount. An impairment loss is reversed only to the
extent that the asset's carrying amount does not exceed the carrying
amount that would have been determined, net of depreciation or
amortisation, if no impairment loss had been recognised.

(iii)  Calculation of recoverable amount

The recoverable amount of other assets is the greater of their fair
value less costs to sell and value in use. In assessing value in use, the
estimated future cash fows are discounted to their present value
using a pre-tax discount rate that refects current market assessments
of the time value of money and the risks specifc to the asset. for an
asset that does not generate largely independent cash infows, the
recoverable amount is determined for the cash-generating unit to
which the asset belongs.

() revenue
grant revenue

government grant income that compensates the company

for expenses incurred is recognised as revenue in the income
statement on a systematic basis in the same periods in which the
expenses are incurred.

operating revenues

Operating revenue represents revenue received from entities who
fund and/or participate in the collaborative research initiatives of
the Company. When services in respect of collaborative research
activities are performed by an indeterminate number of acts over
a specifed period of time, revenue is recognised on a straight line
basis over the period of the collaborative research agreement.
Unrecognised revenue, representing payments received during
the year for services to be provided in the future, is recognised as
deferred income.
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(9) expenses
research expenditure

expenditure on research activities undertaken with the prospect

of gaining new scientifc or technical knowledge and understanding
is recognised in the income statement as an expense as incurred.
Patent costs relating to research activities are expensed as incurred.

net fnance costs

Interest income is recognised in the income statement as it accrues,
using the effective interest method. Borrowing costs are expensed as
incurred and included in net fnance costs. fair value adjustments on
derivatives are also included in net fnance costs.

(h)  Income tax

Income tax on the proft or loss for the year comprises current and
deferred tax. Income tax is recognised in the income statement
except to the extent that it relates to items recognised directly in
equity, in which case it is recognised directly in equity.

Current tax is the expected tax payable on the taxable income for
the year, using tax rates enacted or substantively enacted at the
balance sheet date, and any adjustment to tax payable in respect of
previous years.

Deferred tax is provided using the balance sheet method, providing
for temporary differences between the carrying amounts of assets
and liabilities for fnancial reporting purposes and the amounts used
for taxation purposes. The amount of deferred tax provided is
based on the expected manner of realisation or settlement of the
carrying amount of assets and liabilities, using tax rates enacted or
substantively enacted at the balance sheet date.

A deferred tax asset is recognised only to the extent that it is
probable that future taxable profts will be available against which
the asset can be utilised. Deferred tax assets are reviewed at each
reporting date and are reduced to the extent that it is no longer
probable that the related tax beneft will be realised.

()  Goodsand services tax

Revenue, expenses and assets are recognised net of the amount

of goods and services tax (gST), except to the extent where the
amount of gST incurred is not recoverable from the taxation
authority. In these circumstances, the gST is recognised as part of the
cost of acquisition of the asset or as part of the expense.

Receivables and payables are stated with the amount of gST
included. The net amount of gST recoverable from, or payable to,
the ATO is included as a current asset or liability in the balance sheet.
Cash fows are included in the statements of cash fows on a gross
basis. The gST components of cash fows arising from investing and
fnancing activities which are recoverable from, or payable to, the
ATO are classifed as operating cash fows.

() segment reporting

A segment is a distinguishable component of the Company that is
engaged either in providing products or services (business segment),
or in providing products and services within a particular economic
environment (geographical segment), which is subject to risks and
rewards that are different from those of other segments.

The Company primarily operates in one sector, being the agricultural
biotechnology industry, developing and/or commercialising agricultural
biotechnology research. The majority of operations are in Australia.
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(k) employee benefts
Defned Contribution superannuation fund

The Company meets its statutory obligation to make superannuation
contributions on behalf of employees to particular funds identifed
by employees themselves. Obligations for contributions to defned
contribution plans are recognised as an expense in the income
statement as incurred.

short term benefts

Liabilities for employee benefts for wages, salaries, annual leave and
sick leave represent present obligations resulting from employees’
services to reporting date, calculated at undiscounted amounts based
on remuneration wage and salary rates that the Company expects to
pay as at reporting date including related on costs, such as workers’
compensation insurance and payroll tax.

Long term employee Benefts

The Company’s net obligation in respect of long-term employee
benefts is the amount of future beneft that employees have earned
in return for their service in the current and prior periods plus related
on costs; that beneft is discounted to determine its present value,
and the fair value of any related assets is deducted. The discount rate
is the yield at the reporting date on AA credit-rated Commonwealth
government bonds that have maturity dates approximating the
terms of the group’s obligations. The calculation is performed using
the projected unit credit method. Any actuarial gains or losses are
recognised in proft or loss in the period in which they arise.

()  share based payment transactions
equity settled

The grant date fair value of options granted to key management
personnel is recognised as an employee expense, with a
corresponding increase in equity over the period in which the key
management personnel become unconditionally entitled to the
options. The amount recognised is adjusted to refect the actual
number of share options that vest except for those that fail to vest
due to market conditions not being met.

Cash settled

The fair value of the liability to the Managing Director in respect of
converting notes is recognised as an expense, with a corresponding
increase in the liability over the period in which the Managing
Director became unconditionally entitled to the converting notes.

(m) earnings per share

The Company presents basic and diluted earnings per share (ePS)
data for its ordinary shares. Basic ePS is calculated by dividing the
proft or loss attributable to ordinary shareholders of the Company
by the weighted average number of ordinary shares outstanding
during the period. Diluted ePS is determined by adjusting the proft
or loss attributable to ordinary shareholders and the weighted
average number of ordinary shares outstanding for the effects of all
dilutive potential ordinary shares, which comprise convertible notes
and share options granted to employees.
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(n) determination of fair values

A number of the Company’s accounting policies and disclosures
require the determination of fair value. fair values have been
determined for measurement and / or disclosure purposes based on
the following methods. Where applicable, further information about
the assumptions made in determining fair values is disclosed in the
notes specifc to that asset or liability.

Derivatives

The fair value of separable embedded derivatives included in the
converting note liability is based on the Company'’s initial listed
market price on Initial Public Offering.

share-based payment transactions

The fair value of employee stock options at grant date is

measured using the Black-Scholes formula. Measurement inputs
include share price on measurement date, exercise price of the
instrument, expected volatility, weighted average expected life of

the instruments, expected dividends, and the risk-free interest rate
(based on government bonds). Service and non-market performance
conditions attached to the transactions are not taken into account in
determining fair value.

The fair value of converting note (cash-settled) share-based payment
transactions at grant date is measured on the basis of the fair value

of the converting note at that date. Measurement subsequent to
balance date is based on available market evidence as to fair value, as
noted above.

(0) newstandards and interpretations
not yet adopted

Certain new accounting standards and interpretations have been
published that are not mandatory for 30 june 2007 reporting periods.
The Company’s assessment of the impact of these new standards
and interpretations is set out below.

AASB 7 Financial Instruments: Disclosures (August 2005), AASB
2005-10 Amendments to Australian Accounting Standards (September
2005), AASB 8 Operating Segments, AASB 2007-3 Amendments to
Australian Accounting Standards arising from AASB 8. AASB 7 and
AASB 2005-10 are applicable to annual reporting periods beginning
on or after 1 january 2007.

The Company has not adopted the standards early. Application of
the standards will not affect any of the amounts recognised in the
fnancial statements, but will impact the type of information disclosed
in relation to the Company’s fnancial instruments.

Other new accounting standards and interpretations are not
expected to have a signifcant impact on the Company.
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4. SegMenT RePORTINg

The Company primarily operates in one sector, being the agricultural
biotechnology industry developing and/or commercialising agricultural
biotechnology research. The majority of operations are in Australia.

5. OTHeR exPenSe

($) 2007 ($) 2006

Administration and accounting services 178,514 83,895
Capital raiﬁfﬁg expense H H H 307,196 -
Other H H H 42,500 6,126

528,210 90,021

6. fINANCelNCOMe AnD exPenSe

($) 2007 ($) 2006

Interest income 40,612 23591
financial income 40,612 23,591
net fair value adjustment (8,483,700) -
on converting note

financial expense (8,483,700) -
net fnancing income/(expense) (8,443,088) 23,591
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7. INnCOMe TAX

7(a) Income tax expense
recognised in the income statement

($) 2007 ($) 2006
Current tax expense / (credit)
Current year - -
Under/(over) provided in prior years - -
R & D tax concession - (324,655)
- (324,655)
Deferred tax expense
Origination and reversal of - -
temporary differences
Beneft of tax losses of - -
prior years recouped
Total income tax expense / - (324,655)
(credit) inincome statement
numerical reconciliation between tax
expense and pre-tax net proft
($) 2007 ($) 2006
Loss before tax (11,367,030) (1,688,493)
Income tax using the domestic (3,410,109) (506,548)
corporation tax rate of 30% (2006: 30%)
Increase/(decrease) in income
tax expense due to:
Other non-deductible expenses 148,999 82,644
R & D concessional increment (91,845) (56,951)
Share based payment 75,000 -
net fair value adjustment on 2545110 -
converting note derivative
Temporary differences not 532149 3,340
brought to account
Tax losses not brought to account 200,696 152,860
Under / (over) provided in prior years - -
Income tax expensel/(beneft) - (324,655)

on pre-tax net proft

notes to the financial statements for the year ending 30 June 2007



7(b) Unrecognised deferred tax assets

10. InveSTMenTS

($) 2007 ($) 2006  non-current ($) 2007 ($) 2006
Deferred tax assets have not been recognised Shares in Pharmagra Pty Ltd (formerly 2 2
in respect of the following items: Hexima BioTech Pty Ltd) at cost
Temporary differences 545,798 13649  Pharmagra Pty Ltd is incorporated in Australia and is a 100% owned
Tax l0sses 353556 152:860 subsidiary of the Compapy. Pharmagra Pty Ltd has total assets and
net assets of $2.00 at 30 june 2007.
Total 899,354 166,509

The deductible temporary differences and tax losses do not expire
under current tax legislation. Deferred tax assets have not been
recognised in respect of these items because it is not probable that
future taxable proft will be available against which the Company
could utilise the benefts therefrom.

7(c) currenttax assets

The current tax asset for the Company of $niL (2006: $324,655)
represents the amount of research and development tax rebates due
from the Australian Taxation Offtce.

8.  CASH AnD CASH eQUIVALeNTS

current ($) 2007 ($) 2006
Cash on hand 1275 1200
Cash at baﬁ'|‘< H "2,751,32(5 ...... 777561
Term dep(;;it H H 80,765 ...... 213,293
2,833,360 992,054
9. ReCelvABLeS
current ($) 2007 ($) 2006
Trade receivables 127,073 -
Receivable;‘due from : - 859,300
converting note holders
gsT receiQ;bIe ...... 75,348
Prepaymeﬁ{s H : 7,14é """" 7148
134,221 941,796

notes to the financial statements for the year ending 30 June 2007

11.  PROPeRTY,PLANT & eQUIPMenT

($) 2007 ($) 2006

Research equipment — at cost 106,354 39,219
Less accurﬁﬁlated depreci;ﬁon H (30,3175 ...... (23,120)
H 76,03% ..... 16,099

Offce equ'i‘;;ment —at cosﬂtu 25,735; ..... 21,645
Less accurﬁhlated depreci;fion H (19,3665 ...... (18,242)
: 6,37é ..... 3,403

total 82,410 19,502

Movements in carrying amounts for each class of property, plant and
equipment between the beginning and the end of the fnancial period:

Plant and offce

equipment equipment Total

30 June 2006

Brought forward at 1 july 2005 20,952 5,080

Additions - - -

Depreciation expense

Carrying amount at
30 june 2006

30 June 2007

Brought forward 1 july 2006

Additions

Depreciation expense

Carrying amount 30 june 2007
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12.  TRADe AnD OTHeR PAYABLeS

converting notes

current ($) 2007 ($) 2006 converting notes note ($) 2007 ($) 2006
Trade payables 1,744,585 670,938 Opening balance at 1 july * 2,577897 1,854,640
Other trade payables 126,522 60,702 Proceeds from issue of - 723,257
& accrued expenses converting notes to shareholders
1,871,107 731,640 net fair value adjustment on 8,483,700 -
converting note derivative
Included in trade and other payables is an amount of $356,323 oo - t od ’ . 250 00(')“ B
. ; ; ssued as cash-settle , -
(2006: $niL) in respect of key management personnel remuneration share based payment
accrued.
Carrying amount of
liability at 30 June 11,311,597 2,577,897
13. LOANS AnD BORROWINQgS :
) o ) number of instruments
This note provides information about the contractual terms of the on issue 2,827,897 2,577,897

Company's loans and borrowings.

($) 2007 ($) 2006
Current

Loan from UMee Ltd 167,416 167,416
Converting';mr;otes """ i‘1,311,59; - -
11,479,013 167,416

non current
Converting notes - 2577897
- 2,577,897

Loan from UMee Ltd

UMee Ltd (formerly Melbourne University Private Ltd), a wholly
owned subsidiary of The University of Melbourne, advanced an interest
free loan of $167416 to the Company on an unsecured basis. With the
successful completion of the Initial Public Offering on 27 August 2007,
the loan will be repaid during the 2007-2008 fnancial year.
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* In june 2005 shareholders were invited to subscribe, pro-rata

to their existing shareholding in the company, for Converting

notes with a face value of $3,000,000. Subsequent to the offer

to shareholders, subscriptions were received for $2,577,897. The
Converting notes were issued partly paid and all instalments were
received at 31 December 2006. In December 2006 Converting
notes with a face value of $250,000 were issued as compensation,
taking the total number of Converting note instruments on issue to
2,827897.

These Converting notes are non-redeemable and convert to
ordinary shares at the earlier of the achievement of the Liquidity
event as defned in the Converting note Commitment Agreement
or 31 December 2009. The conversion price will be the greater of
25% of the value of the ordinary shares at the time of the Liquidity
event or 5¢ per share.

The Company completed a capital raising issuing shares via a
Prospectus dated 6 july 2007 at $1.25 per share. The offer closed

on 10 August 2007 and the Company listed on the Australian Stock
exchange on 27 August 2007. The capital raising was a Liquidity event
as defned in the Converting note Commitment Agreement. Upon
successful completion of the issue, the 2,827,897 Converting notes
converted to 9,049,270 fully paid ordinary shares.

14. DefeRReD INCOMe

Hexima has entered into a Research and Development Agreement
with Balmoral Australia Pty Limited (‘Balmoral’), whereby Balmoral
has paid Hexima $1,800,000 to conduct research on its behalf

over the next three years. The contract has a term of three years.

In accordance with the Company’s accounting policy in respect of
collaborative research agreements, the current portion of deferred
income of $600,000 as at 30 june 2007 represents the income to be
earned on the agreement within the next twelve months.

notes to the financial statements for the year ending 30 June 2007



15. CAPITAL & ReSeRveS

number of shares amount Paid
ordinary shares 2007 2006 (%) 2007 (%) 2006
Onissue at 1 july 25,047,905 25,006,905 2,095,609 2,095,609
Issued aturrl‘o cost H 30,500 H 41,000 H . -
Issued fokf“cash "7,595,601 - | 265,84% ...... -
exercise Hc;fshare opﬁbns H 550,000 - | ...... -
On issuek‘z;t 30june —Hfully paid 353,224,006 25,047,905 2,361,456 ...... 2,095,609
share options 2007 2006 ($) 2007 ($) 2006
Onissue at 1 july 6,905,895 5,705,895 12,000 -
Issued as'gompensati'(‘)n H - "1,200,000 ...... 12,000
Issued foyf”consideratiuon H2,400,OOO H - H 200,006 ...... -
exercise gf share opﬁbns '(550,000) - H ...... -
On issuek‘ekl‘t 30june —Hfully paid H g '6,905,895 ‘ 212,006 ...... 12,000

8,755,895

Terms and conditions of share options

expiry date exercise Price.  number of share options
31 December 2009 $050 5272733
3December2000 s031 928425
3December2009 5016 154737
vjne2010 5200 800000
wjne202 200 1600000

8,755,895

effective 1 july 1998, the Company Law Review Act abolished the concept of par value shares
and the concept of authorised capital. Accordingly, the Company does not have authorised
capital or par value in respect of its issued shares.

The holders of ordinary shares are entitled to receive dividends as declared from time to time
and are entitled to one vote per share at meetings of the Company.

equity compensation reserve

The equity compensation reserve represents the accumulated amount of share options
vested to key management personnel under compensation schemes.

equity option reserve

The equity option reserve comprises the accumulated amount of share options issued to

other parties.

notes to the financial statements for the year ending 30 June 2007
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16. NOTeSTO THe STATeMenT
Of CASHfLOW

16a. reconciliation of cash

Reconciliation of cash at the end of the period (as shown in the
statement of cash fows) to the related items in the accounts is as
follows:

($) 2007 ($) 2006
Cash on hand and at bank 2,833,360 992,054
16b. reconciliation of cash fows

from operating activities

cash fows from
operating activities ($) 2007 ($) 2006
Loss for the period (11,367,030) (1,363,838)
Adjustments for:
Issue of converting note as 250,000 -
share based payment
fair value adjustment on 8,483,700 -
converting note derivative
Interest received (40,612) (23,591)
Depreciation 8,321 6,530
equity settled share based - 12,000
payment expense
operating loss before changes
in working capital (2,665,621) (1,368,899)
(Increase)/decrease in trade (51,725) (28,236)
and other receivables
Increase/(decrease) in payables 1,139,468 632,321
(Increase)/decrease in deferred income 1,800,000 -
(Increase)/decrease in tax 324,655 (14,800)
rebate receivable
net cash from/(used in) 546,777 (779,614)

operating activities
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17. AUDITORS ReMUNeRATION

($) 2007

($) 2006

audit services:

Auditors of the Company
KPMG Austrdlia:
— Audit of the fnancial report

40,323 17350

other services:

Auditors of the Company
KPMG Austrdlia:

— Preparation of Investigating
Accountants’ Report

65,000 -

105,323 17,350

18. fINANCIAL INSTRUMenNnTS

exposure to interest rate risks arises in the normal course of the
Company'’s business.

effective interest rates and repricing analysis

In respect of income-earning fnancial assets and interest-bearing
fnancial liabilities, the following table indicates their effective interest
rates at the balance sheet date and the periods in which they reprice.

effective 6 months
note interestrate ($) Total orless ($)
2007
Cash at bank 5.30% 2,752,595 2,752,595
Termdepost 590% 80765 80765
............................... . ,‘,‘,‘2833‘360 2353]360
2006
Cash at bank 5.10% 778,761 778,761
TermdepOSIt ................. se5% 213,293 é13,293
............................... . w20 9,92‘054

Cash at bank includes funds received at year end and subsequently
invested in term deposits.

estimation of fair values

The net fair value of a fnancial asset or a fnancial liability is the
amount at which the asset could be exchanged, or liability settled
in a current transaction between willing parties after allowing for
transaction costs. The carrying value of fnancial assets and liabilities
approximates the fair value at 30 june 2007.

notes to the financial statements for the year ending 30 June 2007



19. CONTIngenCleS

Guarantee and Indemnifcation

During the year the Company had an Institutional Biosafety
Committee (IBC) to advise on certain aspects of the Company’s feld
trial applications. The Company has agreed to indemnify, release and
forever discharge the members of the IBC from and against any claim
or liability, incurred by the members, arising in connection with the
conduct of feld trials and related applications being undertaken by
the Company.

20. eARNINgS PeR SHARe
basic earnings per share

The calculation of basic earnings per share at 30 june 2007 was based
on a loss attributable to ordinary shareholders of $11,367,030 (2006:
$1,363,838) and a weighted average number of ordinary shares of
29,451,679, calculated as follows:

Loss attributable to ($) 2007 ($) 2006
ordinary shareholders
Loss for the period after income tax 11,367,030 1,363,838
Weighted average number of
shares used as a denominator
Number for basic earnings per share 29,451,679 25,037571
Ordinary shares
Number for diluted eamings per share 29,451,679 25,037571
Ordinary shares
Instruments not included in number number
diluted earnings per share due of shares of shares
to anti-dilutionary effect
2007 2006
Converting notes 9,049,270 8,249,270
Share options 8,755,895 6,905,895
17,805,165 15,155,165
21. MATeRIAL ITeMS
($) 2007 ($) 2006
Included in the pre-tax operating results
are the following material items:
Included in net fnance (costs)/income: 8,483,700 -

fair value adjustment on
converting note derivative

notes to the financial statements for the year ending 30 June 2007

22. ReLATeD PARTIeS
directors

The following were key management personnel of the Company at
any time during the reporting period and unless otherwise indicated
were Directors for the entire period:

executive Directors

Professor Adrienne e Clarke

Mr gf Dan O'Brien

Professor Marilyn A Anderson (resigned as Director 14 june 2007)
Dr Robyn L Heath (resigned as Director 14 june 2007)

non-executive Directors

Mr Steven M Skala

Professor jonathan West

Mr Hugh M Morgan (appointed as Director 10 May 2007)

The key management personnel compensation included in employee
benefts expense’ is as follows:

($) 2007 ($) 2006
Short term employee benefts 397187 150,848
Postemplc&ment beneftém H 131,78é """" 5152
Share basea payments H 250,006 ..... 12,000
778,969 168,000

Individual directors and executive
compensation disclosures

Information regarding individual directors and executives
compensation is provided in the Remuneration Report section of the
Directors’ Report on pages 15 to 16.

Apart from the details disclosed in this note, no director has entered
into a material contract with the Company since the end of the
previous fnancial year and there were no material contracts involving
Directors’ interests existing at year end.
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share based Payments
The terms and conditions of grants for equity settled and cash settled share based payments are detailed below:

Grant datelkey management personnel entitled = no ofinstruments  vesting conditions expiry date exercise Price
Option grant to key management at 14 October 2003 1,083,162 Past services, immediate vesting ~ 31/12/2009 $0.50

Option grant to key management at 11 february2005 1500000 Past services, immediate vesting ~ 31/12/2009  $050

Option grant to key management at 20 november 2005 1200000 Past services, immediate vesting  31/1212009  $050

Total share options 3,783,162

Converting notes granted to CeO on 19 December 2006 250000 Performance based criteria

The total expense of share options granted in 2007 was $niL (2006: $12,000), which is included in employee benefts expense in the income
statement.

Additionally share options granted as share based payments before 7 november 2002 exist. The recognition criteria and measurement
principles in AASB 2 have not been applied to these grants in accordance with the transitional provisions in AASB 1.

The fair value of the share options at grant date is determined based on Black-Scholes formula. The model inputs were the share price of $0.30,
the exercise price of $0.50, the expected volatility of 25.0 per cent, expected dividends of $niL, and a risk-free interest rate of 6.0 per cent.
The total expense of converting notes granted in 2007 was $250,000 (2006: $niIL), which is included in employee benefts expense in the
income statement. The fair value of the converting notes at grant date is determined based on the fair value of the converting note instrument
at that date. The total carrying amount of liability for cash settled converting note share based payment is disclosed in note 13 to the fnancial
statements.

share options

The movement during the prior reporting period in the number of options over ordinary shares in the Company held, directly, indirectly or
benefcially, by each key management person, including their related parties, is as follows;

vested and

vested exercisable at

Held at Granted as Held at 30 June 2006 during the 30 June 2006 and

2006 1 July 2005 compensation exercised and 30 June 2007 year 30 June 2007
non-executive

Steven M Skala 457,768 600,000 - 1,057,768 - 1,057,768

jonathan West - 000 - 0000 - 300000

Hugh M Morgan Cso30 - - 30303 - 30

executive

Adrienne e Clarke 796,971 300,000 - 1,096,971 - 1,096,971

gf Dan OBrien 123146 - 1231456 - 1231456

Mearilyn A Anderson so000 - - 500000 - 500000

Robyn L Heath so0000 - - 500000 - 500000

3,789,226 1,200,000 - 4,989,226 4,989,226

There were no share options granted or exercised during 2007 by key management personnel.
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Movement in shares

The movement during the reporting period in the number of ordinary shares in the Company
held, directly, indirectly or benefcially, by each key management person, including their related

parties, is as follows

received
Held at on exercise Held at

1 July 2006 Purchases of options sales 30June 2007
2007
non-executive
Steven M Skala 1,909,093 983,637 - - 2,892,730
jonathanWest - 491702 - - 4702
HughMMorgan 3015152 1339351 - - 434503
executive
Adrienne e Clarke 3906179 618,847 - - 4,525,026
ofDanOBrien 1909093 1015675 . - 2924768
MeriynAAnderson 2381935 - . - 2381935
RobynlHeath 2381935 : - - 238193

15,503,387 4,449,212 - - 19,952,599

received
Held at on exercise Held at

1July 2005 Purchases of options sales 30June 2006
2006
non-executive
Steven M Skala 1,909,093 - - - 1,909,093
Jonathan West . . : : e e
HughMMorgan . ,‘3'015’152 : e s 3 015152
executive
Adrienne e Clarke 3,906,179 - - - 3906179
ofDanOBrien 1909003 : - - 1909003
Mariyn A Anderson 2,381,935 : - - 2381935
RobynlHeath 2381935 : - - 2381935

15,503,387 - - - 15,503,387

notes to the financial statements for the year ending 30 June 2007
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other key management personnel
disclosures with the company

other related parties

a) Professor Clarke was an employee of The University of
Melbourne until 31 December 2005. Dr Heath was an
employee of The University of Melbourne during the fnancial
year ended 30 june 2007. During the course of the fnancial
year ended 30 june 2007, amounts (including gST) totaling
$1180,516 (2006: $529,838) were paid or payable by
Hexima to The University of Melbourne for research work
carried out on behalf of Hexima. These transactions were
conducted on normal commercial terms. Trade accounts
and/or accruals payable to The University of Melbourne
at 30 june 2007 were $672,336 (2006: $223,004).

b) Mr O'Brien is the sole director of Dromoland Capital
Pty Limited. An amount (including gST) of $253,321
(2006: $156,634) was paid or provided to be paid to this
entity during the fnancial year ended 30 june 2007 for
services provided to Hexima. These transactions were
conducted on normal commercial terms. This amount
includes $110,114 for the provision of offce space and
secretarial, administration, taxation and accounting
services, $40,274 direct reimbursement for the provision
of consulting services (including preparation of the Initial
Public Offering documentation and preparation and
submission of applications and ongoing administration
of government grants) at no margin and $102,933 direct
reimbursement of identifable expenses incurred on the
Company’s behalf at no margin. Trade accounts and/
or accruals payable to Dromoland Capital Pty Limited at
30 june 2007 were $3,128 (2006: $1,261). following the listing
of the Company and the development of its administration
capacity, these arrangements will not be required.
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c) Professor Anderson is an employee of La Trobe University.
During the course of the fnancial year ended 30 june 2007,
amounts (including gST) totaling $641,738 (2006: $282,575)
were paid or payable by Hexima to La Trobe University
for research work carried out on behalf of the Company.
These transactions were conducted on normal commercial
terms. Trade accounts and/or accruals payable to La Trobe
University at 30 june 2007 were $432,738 (2006: $93,500).

d) Dr Heath is a director of Michael Barnes graphics Pty Ltd. An
amount (including gST) of $1,847 (2006: $7,441) was paid
to this entity during the fnancial year ended 30 june 2007
for graphic design services provided to Hexima. These
transactions were conducted on normal commercial terms.

e) Mr Skala is a consultant to Arnold Bloch Leibler. Mr Skala
retired as a partner of Arnold Bloch Leibler in 2004. An
amount (including gST) of $176,046 (2006: $5,621) was
paid to Arnold Bloch Leibler during the fnancial year ended
30 june 2007 for legal services (and expenses associated
therewith) provided to Hexima. These services were
provided and expenses incurred on normal commercial
terms. Trade accounts and/or accruals payable to Arnold
Bloch Leibler at 30 june 2007 were $55,792 (2006: $niL).

f) Mr Skalais a director of Wilson HTM Investment group
Limited, who underwrote the capital raising completed
in August 2007. These services were provided on normal
commercial terms. While no fees were paid to Wilson
HTM Investment group during the fnancial year ended
30 june 2007, underwriting fees of $2,570,000 and expense
reimbursement of $14,152 were paid subsequent to year end.

notes to the financial statements for the year ending 30 June 2007



23. evenTSSUBSeQUenT TO RePORTINg DATe

Initial Public offering

The Company issued a Prospectus for the offer of 32,000,000 shares raising $40,000,000 at
$1.25 per share on 6 july 2007. The offer was fully subscribed and trading of the shares on the
Australian Stock exchange (ASx) commenced on 27 August 2007. The Prospectus can be
viewed at www.hexima.com.au.

In addition to the $307,196 of capital raising costs expensed in the current fnancial period, it
is expected a further $2,700,000 approximately will be incurred and capitalised against equity
in the subsequent fnancial period. The capital raising costs relate to the listing of existing and
new shares on the ASx.

Conversion of Converting notes

As the Company listed on the Australian Stock exchange on 27 August 2007 at a value

of $1.25 per share, a Liquidity event as defned in the Converting note Commitment
Agreement occurred. At this time the Converting notes converted to 9,049,270 fully paid
ordinary shares.

number of amount
Issued capital Post-IPo shares Paid (%)
Onissue at 1 july 2007 33,224,006 2,361,456
Issued on converéigﬁ of convert'i‘r'{g‘;“notes 27 Atkj‘éﬁst 2007 '9,049,27(')‘“ - 11311597
lsuedfor cash—IPO 27 August 2007 32000000 40,000,000
onissue at 27 august 2007 74,273,276 53,673,053
Less transaction costs nla (1,890,000)
Total 74,273,276 51,783,053

changes in key Management Personnel

As foreshadowed in the Prospectus dated 6 july 2007 the Company has appointed a Chief
Operating Offcer and a Chief financial Offcer.

Where appropriate, in addition to receiving a salary, an executive may receive an entitlement
to participate in employee share plans. Hexima has recently entered into an agreement with
Adam Hall pursuant to which he has been appointed as Chief Operating Offcer effective
from 1 july 2007. Hexima is to formalise its arrangements with the other members of its
management team. no such agreement will be entered into without the recommendation of
the Board's Remuneration Committee.

notes to the financial statements for the year ending 30 June 2007
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DireCtors’ 1. Inthe opinion of the Directors of Hexima Limited (‘the Company’):

: (a) the fnancial statements and notes, set out on pages 20 to 37, and the
DeC L a ratl on remuneration disclosures in the Remuneration Report in the Directors’
Report, are in accordance with the Corporations Act 2001, including:
() giving a true and fair view of the fnancial position of the Company as at
30 june 2007 and of its performance, as represented by the results of its
operations and its cash fows, for the fnancial year ended on that date; and
(i) complying with Accounting Standards in Australian Accounting
Standards and the Corporations Regulations 2001,
(b) the remuneration disclosures that are contained in the Remuneration
Report in the Directors’ Report comply with Australian Accounting
Standards AASB 124 Related Party Disclosures; and

(c) there are reasonable grounds to believe that the Company will be
able to pay its debts as and when they become due and payable.

2. The Directors have been given the declarations required by Section 259A of the
Corporations Act 2001 from the Managing Director, the Chief Operating Offcer
and the Chief financial Offcer for the fnancial year ended 30 june 2007.

Dated at Melbourne, 28th day of September 2007.
Signed in accordance with a resolution of the Directors:

st g =B

mr sm skala mr gf Dan O'Brien
Director Director
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shareholLDer information
SHAReHOLDeR INfORMATION SeT OUT BeLOW WAS

APPLICABLe AS AT 30 SePTeMBeR 2007.

1. DISTRIBUTION Of eQUITY SeCURITIeS

3. UnQUOTeD eQUITY SeCURITIeS

Holders ordinary % number number
shares onissue ofholders
1-1,001 18 13,950 0.02% Options issued 8,755,895 15
ose 372 ................ 1286727 ................ 1 73% ....... B . . .
oo 278 ................ 2403731 ............... 324% 4 SUBSTANTIAL SHAReHOLDeRS
0001100000 371 10353486  1394%  name i "
0ot 71 60215383 ............. 3107% - 54503 -
Totals 1,110 74,273,277  100.00% .}.igbert oéﬂey H H H 6,102,180 8.20%
There were 4 holders of less than a marketable parcel of shares. Adrienne Clarke 5417919 7.29%
gf Dan O;Brien H : : 4,844,768 6.52%
2. TWenTY LARgeST eQUITY ClanthPtyltd : : 4,213,509 5.67%
SeCURlTY HOLDERS éiéven Ska'l‘a H : : 4,012,730 5.40%
name number held % H H H H
1 Hugh Morgan 20ada08 802% 5 VOT'hg ng HTS
2 ‘ Clianth Pty Ltd aabEl 567% On a show of hands each person as a member, proxy, attorney or
3 Adrienne Clarke 4191893 564%  representative has one vote, and on a poll each member present or
4 B —— e 498% by proxy, attorney or representative has one vote for each share held.
5 national nominees 3,494,933 471%
6 ‘ Woobinda nominees Pty Ltd 3269003 440%
7 Huysman Pty Ltd 2032513 395%
8 | UBS Wealth Management 2560000 345%
9 | Copplemere Pty Ltd 2469093 332%
<ATT Skala Media Trust A/C>
10 Marilyn Anderson 2,381,935 3.21%
11 Robyn Heath 2,381,935 321%
12 jP Morgan nominees Australia Limited 1637773 221%
13 Dr jonathan West 1611702 2 17%
14 gowing Bros Ltd 1600000 2 15%
15 Invia Custodians Pty Ltd 1575675 2 12%

<gf & PA O'Brien S/f A/IC>
16 joshua Custodians Pty Ltd 1,543,637 2.08‘%
<Steven Skala Super A/C>
17 AeC Super Pty Ltd 1226026 - 1 65%
18 Beta gamma Pty Ltd 1219529 1 64%
<Walsh Street Super fund A/C>
19 Casey Manor Pty Ltd 1166376 1 57%
20 | ANnZ nominees Limited 1082584 1 39%
Totals 50,164,849 67.54%
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