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Revetec Holdings Limited and s controlied entities
Directors’ report
For the year ended 30 Juns 2007

The directors prasent thelr report together with the finansial report of Revetec Holdings Limited {'the Company’y and of
the consolidated entity, heing the Company and iis controlled entities, for the finandial vear snded 30 June 2007 and
the auditor's report thereon.
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Revelec Holdings Limited and its controlied entities
Directors’ report (continued)
For the year ended 34 June 2007

1. Diractors
The direciors of the Gompany at any ime during or since the end of the financial year are:

HMame antd position Appointed Experience, special rasponsibitities and other
dirociorships

Bradley David Howell-Bmith 4 August 2005 trventor of the CCE concept. designer and bullder of tha

Exsculive Direcior, Chalrparson, first protolype engine

and Company Secretary
18 years expsrience in the aulwnotive industry

Automotive Mechanical Enginesring cerlificate

Charles Chok Kwong Chan 4 August 2005 Director and solicitor for the Revelec group of companies
Executive Rirgotor and Resigned 7 since the inception of the COE design
tlanaging Diractor Septamber 2007

Principal of Chan Lawyars
Director of Adcorn Stratagies Ply Lid

Legal praciitions: since 15¥8 and has exignsive
experience in Corporate; Commercial Law; Intelleciuat
Property; and Technology Law

Faul Rudolf Motz 4 August 2005 20 vears experience in the Toolmaking rdustry

Exeoutive Dirsctor
Operated man husiness n design and manulacturing of

Press Tools and special purposs machines for all types
of industries

Extensive exparence i implernentation of new
technology in the toolmaking industyy

2. Company secratary

Bradiey David Howell-Smith was appointed to the pesition of Company Secrefary in August 1887, Over the ysars
Bradiey has acquired the necessary experience o act as Company Secretary. When appropriate Bradiey seeks the
advice of the company's solicitors andior stcountams.

3. Directors’ meetings
The number of dicsctors’ mesiings and number of meetings attended by each of the directors of the Company during
the financial year are:

Dirattor _ " Board Meatings s
LA - % &

Bradiey David Howsl-Bmith 5 S

Charles Chok Kwong Chan 9 g

Faid Rudolf foitz G g

A~ blumber of mestings attended .
5 - Mumber of mestings hald during the time the director held office during the year




Revetec Holdings Limited and its controlled entities
Directors’ report (continued)
For the yvear ended 3 June 2007

&, Remungration report
4.1 Principles of compensation — audited
Remuneration is referred 1o as compensation throughout this report.

Key managemeni personnel Bave authority and responsibility for planning, directing and controlling the activities of the
Company and the consolidated entities, Including directors of the Compary and othey sxecutives. Key managemant
parsonnet includes the five most highly remunerated 3004 directors and executives for the Company ang tha
consclidater entity. ’ '

Compensation tevels for key managsmernt parsonnel of the Company, and relevant key managemsnt parsonng of the
sonsclidated enlity are competitively set fo attract and retain appropriately qualified and expedsnced directors and
axaciitives.

The compansation structres are designed o atirad! suitably qualified candidates, reward the achievement of strategic
obijectivas, and achisve the broadsr outcome of creation of value for shareholders.

Fixed compensation
Fixget cornpensation consists of base compensation fwhich is calculated on a total cost basis and includes any FBT
charges refaled o employee benefite), as wall as emplover contributions to superannustion funds.

Compensation lavels are reviewed annually by the board through a process that considers individual, segment and
tverall parformance of the consolidated enfity. In addition external consuliants provide anahysis and advice o ensure
the directors’ and sentor execulives’ compensation is compatitive In the market place. A senior executive's
compensation is also reviewed on promaotion.

Lonsequences of performance ot sharehoi_ﬂem wealth

in considering the consolidaied entity’s performance and benefits for sharsholders wealth, the directors have regard fo
the following indices in respect of the current finandial vear.

2007 2008
Loss attributable to equity holders of the

parsnt {$785.2511 {3385 588)
Dividends paid - -

Changes in share price (50,01 {%0.34)
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Revetec Holdings Limited and its controlled entities
Directors’ report {continued)
For the year ended 30 June 2007

5. Princips activities

The consolidated antity's principal activities are the research, design and development of combustion engines for various fuel applications,
known as the DCE design tschnology.

The gntity's focus for the period has beenon

Strengtherning s inteliectual property and its protection in international and domestc markets

Budlding strenger refationships in commarcial markets in indis. China and the rest of the world

Using a speciadist team af_engine;é_rs a5 rte_étied o focus on refinement of the techrzclogy and proto type eﬁgirwas

The evaluation of sirategles for mntjnue{i 'e;pansie_n in the Company's produst developmeant plars including an increase in capiial

& % 9 %

The Company is 0 the advanced stages of building a pmtc}tg?pe of an engina for the fight aircraft, which is deswribed as the ¥4 engine. This
engine is planned i be adaptable for the Irike and other automobile indusirias,

&, Operating and Anancial review
Owerview of the consolidated entity

Tha consolicated antity incurrad 5 loss for the yaar of 3765,231 {2008: $385.588),

On 4 August 2008, $350,000 was received under the terms of a converiible note agreement and on B August 2008, 7,777 778 urdinary
shares wers issued under the terms of a convertible note agreement,

Qn 14 November 2006 Ausindustry approver Revetec Holdings Limited's application for funding under the Commercial Ready Grant
ascheme, The scheme provides funding representing 50% of sfigible expenditure up o 2 maxdimum of $1,020,107. AL 34 Juns 2007
Reveten Holdings Limited had recsived an-amaount of $384,775 represanting 50% of the forecast siigible expensas for the period 1
August 2008 to 30 June 2007, AU30 June 2007 $53.328 of the amount receivad was recognized as unearnad income and the balance of
3301,448 was recognised 38 ihcome, during the yvoar ended 30 June 2007,

iy 34 Movember 2008, a special resolutinn was pazsed by the members of Revetec Limited (& related entity’ resoiving that Reveleo
Limited realise all asseis: setiie all Habilities; wiite-off the existing loan to Revetae Holdings Limited; and sl surplus monies be paid o
Revetes Holdings Limited teading to the winding up of Revetes Limited a3 soon as practicable. Conssquently, at 30 November 2008
Revetec Haldings Limited derecognised s liability o Revelec Linited and retognised a corresponding increase in sharehoidar
contriputions of 383,460,

On 31 January 2007 and 7 March 2007, the company issued 250,000 and 2,500.000 shares. tb sonsultants in exchange for sendces
grovided, The fair valus of the share based payments of $6,250 and $101,461, respectively, were racognised as an expensa in the
firarickal report for the vaesr ended 30 June 2007,

Significant changes in the siate of affairs
in the opirion of the directors, other than cutlined in the ovendew of the consolidated entity, there were no significant changes in the
state of affairs of the consolidated entity that oocourred during the financial vear.




Revetec Holdings Limited and its controlied entities

Directors’ report {continued)
For the yvear entded 30 June 2007

7. Dhvidends
Mo dividends have been paid o declared by the Company since the start of the financlal year. No recommendation
for payment of dividends has been made.

B, Events subseguent fo reporting date

On 27 July 2007, the Company received $82,870 (G8T exclusive) from the Commercial Ready Grant schemg. This
grant instaiment was parkially paid in advance and represents 56% of the forecast eligible expenses for the quarter
ending 30 September 2007, adjusted for any overpayments in the previous instalment.

Chbar than the matter discussed above, there has not arisen in the interval between the end of the financial year
and the date of this report any item, frarsaction or avent of a material and unusual nature fkely, in the opinion of the
directors of the Campany, o affect significandly the opemﬁdﬁs of the consolidated sntity, the resulis of those
oparaions, or the siale of affsirs of the consolidated entity. in futurs financial years.

&, Likely developments
trformation about fikety developments in the operations of the Company and the consolidated enfity and the
sxpectad results of those operations In future Bnancial years has not been included in this report becauss

" disclosure of the information would be likaly to result In unreasorable prejudice fo the Company and the
consolitated enkity.

1. Divaciors’ interests
Uirectors’ inferasts

The relevant interast of each director in the share capitat of the Company as at the date of this report is as bilows:

Directors Ordinary shares

Charles Chok Rwong Chan {a3 6,006,358
Bradiey David Howsel-Smith 42,380,087
Paul Rudoiph Moitzd 5,879,069

ta) Hald indiractly through Wineof Py Lid

1. indemnification and insuranee of officers and auditors

indemnification

The Company has not indemnified or made a refevant sgreement Tor indemnifiing against a lability, any person
wiwy is of has Deen an officer of the Company.

The Company has entered into an agresment with its current auditors, KPMEG, Indemnifylng them against laims by
third parties arising In certain KPMG engagements. except wharae the lability arses out of nonduct invobving 2 fack
of good faith,

insurance premdums
Dhring the fnancial period, the Company has not paid premiums in respect of diractors or sxecutive officers for

profassional indemnity of other liabilities.




Revetec Holdings Limited and its controlled entities

Directors’ report (continued)
For the yvear ended 20 Juns 2007

12, Hon-audi services

During the year KPMG, the Company’s auditor, has performad ceriain other sendues in addiion o their stalutory duties.

The board has considerad the non-audit services provided during the vear by the auditor and is salisfisd that the provision of

those non-audit sendces during the year by the auditor is compatible with, and did nol compromise, the auditer independence

ragquiremants of the Comporations Act 2001 for the following reasons;

& ol norvaudit services ware subject to the corporate governancs procedures adopted by the Company and have been
reviewed by the board 1o ensurs they do not impact the integrity and objectivity of the auditor; and

®  the non-audit services provided do not underming the general principles relating to auditer independence as sef outin
APES 110 Code of Eihics for Professional Acoountants, as they did not involve reviewing or suditing the auditor's own
work, acling ib a managemnent or decision making capacity for the C{)mpany acting as an advocate for the Company or
jointly sharing fisks and rewards

Datalls of the amounts paid fo the audifor of the Company, KPMG, and ite refaled practices for audit and non-audi services
provided dusing the year are set out below:

Consolidated

2007 2008
$ %

Audit services
Auditors of the Company ~ KPMEG
Audit and review of the financial reports 20,000 184000
Diter audit services 8,400 L BA0G

' 28,400 23,000
Services other than statutory audit
Other services
Auditors of the Company - KPR
Transaction services ) ~ B6L000
Tazalionserdces L 8,000

ERE:A] 58,000

13, Lead auditor's independencs declaration
The Lead auditor's independence declaration is set out on page 35 and forms part of the directors’ report for the inancial year
gnded 3 June 2007,

This raport i made with 3 resolotion of the dirsctors:

ot

ff%&r&fﬁ lw w"g

Bradiey Davit Howsl-Smith
Chaimparson

Gokt Coast
11 September 2007
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Revetec Holdings Limited and its controlled entities

Income statements
For the year ended 30 June 2007

Congolidated The Company
2008 2008
% %
Other incoms 108,785 -
Marketing sxpenses {23811 {19,961}
Deprecialion axpenses {1,353 {1.188)
Direciors fees {68,727} (55,8413
idanagement foes £113,455) {98,503
Rassarch and development expenses (584 910} {458,474}
Impairmaent of property, plant and equipment {60,057} {40, AB8)
Other axpenses .. 258,85 {78380
Lass from operafing activites {011,518} {752,228
Finangial income 18,4853
Firanoial expenses sinaadltERas (28,368) nos ATBaeE {zB.368)
Het financing cosis {11.581) {11,903
Lozt hefore tax {1.023,107} {754, 132)
income tax benefit [ {axpense) o BIrE  Z4BB48
Lass for the period (385, 506) (515,484}

Loss per share
Hasie Joss per share
Difuted oss par share

{30020}
{0.0020)

“The iIncome statements are fo be read in conjunstion with the notes of the finandial statements,




Revetec Holdings Limited and its controlled entities

Statements of recognised income and expense
For the vear ended 30 June 2007

Lonsolidated The Dompany
Motes 2006 2808
$ %
Lo for the pariod {3B53,548) (515.484)
Total recognised income and sapenss for
the period 15 {385,506} (515, 484)

Other movemnsnts in equity arising from transactions with cuners as owners are set out innote 15,

The statemants of recognised incoma and expense are to be read in conjunction with the notas of the financial statements,



Revetec Holdings Limited and its controlled entities

Balance sheels
Az gt 30 June 2007

Assetls
Cash and cash eguivalents
Trace and othet recelvables
ncome iax receivable

Total currant asseis

rwestmenta
Property, plant and equipmant
Yotat non-current assels

Totak assets

Lishilities
Trade ardd other payables
interest-baaring loans and borrowings
Total current Habilities

{nterest-hearing loans and borrowings
Total non-current Habilities

Total Habilties
Het assets / {deficiencyl
Eoguity
iggued capiiat
Accumulated losses
TFotat aquity / {deficiency}

Notes

11

12

i3

14

14

15
15
14

Consolidated

77,380
5,141

| 24p548

T2

The Company

2608

77,388
5141
245,648

AL

331,178

75477

o TBATY

. AOBBST

80,76
o JBTECE,
LL2IRETE

218948

LABAGZR s BB 434,824
{27,967 (27 QA7)
13,358,287 ¢ 487,517
A13a88264) ioyngmgrrEe (515,484)
(27,967}

The balance shasts are 1 bs read in conjunation with the notes o the finandial slafements
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Revetec Holdings Limited and its controlled entitiss
Statemeants of cash flows
For the year ended 30 June 2007

C s__aiidat&d The Company

2L08 2608
_ . Notes $ $

Cash flows from sperating activities
Commercial Ready Grant funds received - -
Cash pald. to suppliers and employees {952 330 (547,867
Cash receipis from government grants 55,448 -
income tax ~ R&D concession refund received 388,863 -
interest recaivet 16,445 158,445
interest paid - -
Het cash from operating activities 20 {531,574}

Gash Hows from investing activities

Proceads from sale of property, plant and equipment 411,027 111027
Acquisition of property, plant and squipment {91,227} {263,510}
Acquisition of subsidizrias - 2
Disposal of net assels of Revetee Limited — cash 24 (2882187 s
Net cash from investing activities (369,416 esey
Cash flows from financing activities

Procesds from the issue of share capital B73.292 RFZ2ZE

Costs of share issue : (285,695 (385,695)

Loans from related parties 373,855 373,855

Loans fromi{io) dirgchoys recetved 81,500 -

Loans (from o directors repaid 81500}

Mgt cash fram financing activities 861,372

Nel increase in cash and cash squivalents {30.618) 77,389

Cash and cash equivalents at 1 July . 17007 e,
Cash and cash eguivalents at 30 June . T 7,388 77,388 o

(631402)

The statermens of cash flows are o be read in conjunction with the rotes fo the inancial statements.



{a}

{b)

{c)

{d}

(e}

Revetec Moldings Limited and its conirolled entities
Notes to the consolidated financial statements

Reporting entity

Reveter Holdings Limited {the "Company™} Is a company domiciled in Australia. The address of the Company's
regisiered office is Suite &, 2 Elliot Street Bundall, Queensiand, Australiz. The consplidated finanial report of the
Company-as at and for the year ended 30 June 2007 comprise the Company and s subsidiaries {together referred o
as the “comsolidated entity™,

Az the Company was innorporated during the prior period the comparative amourds comprise the pariod from 4 August
2005 10 30 Juns 2008,

Basis of preparation

Statement of compliance

The finarcial report is 2 general purpose financial report which has been prepared in accordance with Austrafian
Accounting Standards {AASES’) fncluding Australia Interprefations] zdoptad by the Australian Accounting Standards
Board {AASB" and the Corporatinng Act 2001,

Al the date of this repart the Company is continuing o develop the CCE engine for aircraft applications.

The Company and Consolidated entity's fnancial report complies with the IFRBs and interpretations adopied by the
internationat Accounting Siandards Board,

The consolideted financial report was approved by the directors on 11 Geptamber 2007,

Basis of measurament

The financial report is prepared on the historical cost basis.

Gioing concem

The financial report has been preparad on g going concern basis which contemplates the continuity of normad
business activities and the realisation of assels and seitfement of liabiliffes in the ordinary courses of business.

AL 30 June 2007, the consolidatad entity and the company had incurred an operating loss of $765.231, had net agsets
of $58.003 and nat working capitat liabilities of $57,820. The consolidated entity and the company had net assels of
%53,003 and had minimal cash reserves.

The company has prepared cash flow projections indicating that over the next 12 months the company can pay its
debis as and when thay fall due, after consideration of the following:

The Company continues o recaive fundding avatlable under the Commercial Ready Tirant scheme; and

The Company corinues o recaive funding avaitable under the convertible loan facility, as disclosed in note 14,
0 enable the ongoing key operations to continue. As a1 30 June 2007, $350.000 had been drawn down using
this facility, The company has received confirmation from the converiible note holder that $450,000 of funds is
able to be drawndown over the rext 18 months

Accordingly, the Directors are of the opinion that the going concarmn basis is appropriate for the preparation of the
consolicated financial report. If the Company does not recelve the funding from the Commerciat Ready Grant scheme
and from the corneartible note tacility, there is no cartainty as o whether the consolidated enlity may realise s assels
and extinguish iis labiities in the normal course of business and al the amounts stated in this financial report.

Functional and presentation currency

These constlidated financial statements are presented in Australian doflars, which 18 the Company's functional
currancy and the functional currency of the Group.

Use of estimates and judgements

The praparation of a financial raport requires mranagerment o make judgemants, estimates and assumplions that
atfect the application of policies and reported amounts of assels, abiities. income and expenses. Actual results miay
differ from these estimateas.

Estimates and underlving assumptions are reviewed on an angoing basis. Revisions to accounting astimates are
racognised in the period in which the estimate I8 revised and in any future periods affectad.

in partioular, information ahout significant areas of estimation unceriainty and crdtical judgemeng in applying
actounting policies that have the mast significant effect on the amount recogised in the financial statatnents are
described in {he following notes:

®  Note 2{c} Going concem.
% blote 3{s)H) Share capital - issued shares
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Revetec Holdings Limited and its controlled entities
Notes to the consolidated financial statements

3. Bignificant acoounding policles _
The aucounting policies sel oul Delow have been applied consistently o all periods presented in these consolidated
financial statements and have besn applied consistently by consclidated entities.

The eriity has slected to early adopt the following accounting stardards and amendments:
*  AASE 101 Presentation of Financial Ststements (October 2006}
® 20074 Amendments o Australian Accounting Standards arising from ED 151 and other amendmenis.

{a} Basis of consolidation

¢y Reverss acouisition accounting
Under AIFRS the farmation of the Revetes Holdings Limitad Consolidated entity has been accounted as s husiness
combination.

i1 applying the requiremaents of AASE 3 "Business Combinations™ to the Consolicated entily:

& Reveleo Holdings Limited is the legal parent entity of the Consolidated entily; and
#  Revetec Limited (RLU™, which is neither the legal parent nor tegsl acquirer, was desmad to be the gcaounting
parent of the consolidated erdity as a result of the restructure of the RL during the year stided 30 Juns 2008,

This reflects the requirements of AASE 3 that i situations where a number of axisting entifies are combinad with a new
entity, an existing erdity shall he deamead 1o be the asguirer, subisct to consideration of factors such as retative fair
vaiues of the entities involved in the ransaction. This Is commonly referred 10 as a reverse acquisifion.

The consolidated finandial information for the year ended 30 Jure 2006 meorporates the assetls and liabilitdes of the
entity, Heveter Holdings Limited, deamed to be aciuired by RL, and the results of this entity for the peried from which
this entity is accounted for as being acquired by Fl. The assels and fiahilities of the entity acquired by RL were
racordad af fair value while the assels and lislulitles of RL were maintained at thelr book value. The impact of alf
ransactions bhebween antilies in the Consolidated entities is eliminated in full.

The impact on equity of reating the formation of the Consclidated entity a5 a raverse scguisition is discussed in more
detail in Note 24. RL was disposed of on 30 September 2008,

(n  Subuidiaries
Bubsidiares are entifies controfled by the Company. Condral exists when the Company has the gower, directly or
indirectly, 13 govern the finsncial and operaling policies of an entily so as 1o oblain benefits from fis activitias. In
assessing coniral, potential viling rights that presently are exerclsables or convertibie are taken into acoout, The
Anancial staterments of subsidiaries are indluded in the consolidated finandial statements from the date that sontrgl
commaences unfll the dafe that control ceases.

investments In subsitiarias are carded at their cost of acquisition i the company's financial stataments.
All business combinations are accounted for by apphing the purchass method,

giy  Transactions sliminastsd on consolidation

Intragroup balances and ary unrealised geing and losses or income and expenses arising from intragroug
fransactions, are efiminated i preparing the consolidated nancial statements,

{b} Property, plant and equipment
i1 Recognition and measurement

itarns of property, plant and equipment are measured at cost or deamed cost less acocumulated depreciation {see
below) and impairment losses {see accounting policy {d)).

Cost inciudes expanditures that are directly attributable to the acquisiion of the asset.

Whare parts of an Hem of property, plant and equipment have different useful fives, they are accounted for as separate
items of property, plant and aquipmant.




Revatec Moldings Limited and its controlled entities
MNotes to the consolidated financial siatements

3. Blgnificant accounting pollcies {continued)
tb}y Property, plant and eguipment {condinued)
(1Y Depreciation
Depreciation is chargad to the incoma siatement on a straight-ling basis over the estimated useful fives of each part of
an item of property, ptant amd eguipmeant.

The estimated usefl fives in the surrent and prior periods are as follows:

#  lgasshold improvemenis 15 years
% plant and eguipment 4 yaars
W fixhuras ad fEEngs 4 yeurs
*  motor vehicles 5 yoars

The resitual value, the useful iife and the depreciation mathod applied o an asset are reassessed at least annually.

{c} intangible assels

i Ressarch and developrmant
Expenditure on research activifies, undertaken with the prospact of gaining new scientific or technical knowledge and
understanding, is recognisad in the income staternent as an expense as ncurred.

Expenditure on development achivities, whereby research findings are applied to a plan or design for the predustion of
new or substantially inproved produt;fs and processes, is capitalisad if the product or process is fechnically and
commersiatly feasible and e consofidated entity bas sufficient resources to complete development. The expenditure
sapitatised inciudes the cost of matetials, direct labour and an apgropriate propartion of overheads. Other
development expenditure Is recogrised in the intome statemesnt as an expense as incurtad. Capitalised develbpment
expenditure is stated at cost less accurmulated amortisation and impairment losses {see ateounting policy @)

{d) brnpsirment

fit Financlal assets
A financial asse! is considered i be impaired If objective evidence indivates that one or mors evenis have had 2
regative affect on the estimated futurs cash flows of that assat.

An impainment loss in respect of a inancial aszet measured at amorised costis calculated ag the difterence batween
its carrying amaunt, and the present value of the estimated future cash flows discounted 3t the original effective
interast rate. An impairment loss in respect of an avallabledor-sale financial asset is caloulated by referente to s
ourrent fair value.

Individually significant inancial 3ssets are tested for impairment on an individual basis. The remaining finangiat assefs
are assassed colleclively in graups that share similar cradit risk characteristies.

Al impairment losses are recogrised in profit or loss. Any cumulative ioss in respect ot an avatlable-for-sale financial
asset retoghised previously in equity is transterred 1o profit or foss.

An impairment ioss is reversed if the reversal can be related objectivaly to an event doturring after the impairmernt loss
was recopnised. For financial assets measured at amortised cost and available-for-sale financial nesels that are debt
securiies, the reversal s recogrised in profit or losy. For avallable-for-sale financial assets that are equity securilies,
the reversal is recoynised directly in eauity.




Revetec Holdings Limited and its controfled entities
Motes o the consolidated financial statements

3 Significant scoounting policles (continued)
{d}  Impsirment {continued)
(17 Bondinancia! aesets
The carrying amounia of the Consolidated entity's non-financial assels are reviewsd at each reporting dats o
determine whether there i3 any indination of impaimment. i any such indication exists then the assel’s recoverable
amount is asiimated.

An impairment loss is recognised ¥ the canving amount of an asset o s cash-genarating unit excesds its recoverable
amourd. A cash-generating unit is the smallest identifiable asset group that genarates cash fiows that largely are
indepandeart from other assels and groups. Impairment losses are recognised in profif or foss, impaimnent losses
recogrised in respect of castr-genarating units are allocated first to reduce the carrying amount of any goodwill
alfocated o the unils and then to reduce the camying amount of the other assels in the unit {group of unitsl on a pro
rafa basis.

The recoverable amount of an asset or cash-generating unit is the greater of its value In use and s fair value less
costs 10 sefl. in assessing value in 158, the estimated futire cash flows are discounted to thelr present value using 8
pre-iax discount rate that reflacts current market agsessments of the time value of money and the risks specific i the
asast.

in respect of other agsats, mpairment losses recognised in prior periods are assessed at each reporiing dats for any
indications that the loss has decreased of 0o longer exisis. A impairment 1053 i reversed i thers has beesn a change
in the estimales used to delermine the recoverable amount, An impairment loss is feversed only 1o the axient that the
assel’s carrying amaund does nol exceed. the carrying amount that would have been datermined, net of depreciation,
na impairment loss had been recognised.

{2} Financiat instruments

i Nown-derbeative financial instruments _
Mon-derivative finandial instruments comprise invastments in equity securifies, tradea and other recalvables, cash and
cash equivatents, loans and borrowings, and frade and other payables,

Non-terivative finandial instruments are recogrised inifially at falr vatue plus, for instruments not at fair value through
profit or loss, any directly atiribuiable ransackon costs, sxcept as described balow. Subsequent o initial recognition
rior-derivative financial instruments are measurad 5s destribed betow.

A financial insfrument is recognised if the Consofidated entily becomes a parly to the confraciual provisions of tha
instrument. Financial asssts are derecognised if the Consolidated entity's contractual rights to the cash flows from the
financial dssefs expire or if the Consolitated entity transfers the financial 2sset to another party without retaining cordrot or
subistartially alf fisks and rewards of the asset. Reguarway purchases adid sales of financial assete are accounted for at
teade date, Le., the date that the Consolidated entity commits itseff to purchase or sell the assat. Financial labliities are
deracogrisad if the Consolidaed ertity's obligations specified In the confract expire or are discharged or cancelled,

{ash and cash equivalents cﬁmprisé cash balgnces and ool deposhs. Bank o?e;deafts that are repayable on demand
and form an integral part of the Consofidated enlity’s cash management ars incuded as a component of cash and cash
sguivaients for the purpose of the siatemaent of cash fiows.

Accourting for finance incoms and expense s discussad in note gl

Other financigd insfrumends

Other non-derivative financial sbuments are measured at amortized cost using the sffective nferest method, less any
impairment 0sses.
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Notes o the consolidated financial statements

Significant accounting policies {oontinued}

Firrancial instruments {continued)

Share capital

fssued capiial

Izsued capital includes sharsholder based ransactions including the dergcognition of liabilities relating to the
restruciure of the company.

Dividends
Dividends are recognisead as 2 liability in the pariod in which they ars detiarad.

Transaction cosis
Transaction costs of an sguity transaction are acoounted for as a deduction from equity, nat of any related insome tax
banefit.

Soanveriible nofe

Canvertibla note arrangemants ta will be seffed by the Company delivering a flxed number of its own aquity
instruments in exchange for a fixed amount of cash is recognised as an squily Instrument. The eguity instrumant is
measurad as the amourt received under the arrangemant. Changes In the falr value of an squity instrumant ara not
recogrised in the financlsl statements.

Bhare hased payments

Gonds or services received or acouired in a share-based pavment transaction are recognised when the consolidated
sntity obtains the goods or as the services are recelved. The consofidated snlity recognises & corresponding incregss
in pauity if the goods or sendces were recelved In an equity-seifed share-hased payment Fansacton, or a fabifity ¥
the goods or servites were acquirsd in a cashrsetiied share-based payment transaciion.

For squitv-setiied share-based payment ansactions, the consolidated entity measures the goods or services
recetved, and the corrasponding increass in squity, directly, at the Tair value of the goods oy services recehad, unless
that fair value cannot ba estimated reliably. If the entity cannot estimate reliably the fair value of the goods or services
rocaived, the entity shall mensure thelr value, and the corasgonging increase in equily, indirectly, by reference o the
fair value of the equity instrumanis granted.

Revenue

Goods sold end services rendsred

Revenus from the sale of goods is recognised in the income statemeni when the significant rigks and rewards of
ownarship have been transferred fo the buyer, Revenus from services rendered is recognised i the income siatement
in propotiion to the stage of complation of the transaction at the bafance sheet date. The stage-of complation &
assessed by roference 1o surveys of work performed, No revenue is recogrised if there are signifivant uncertainties
regacding recovery of the considaration due, the costs incurred or to be incurred cannof be measurad reliably, thers is
a risk of retumn of goods or there is continuing managemeant involvamant wiih the goods.

Gowernmmeant grants

Governmend granis are recognised in the balance sheet Initially as deferred income when there s reasorable
assurance that they wilt be raceived and that the consolidated entity will comply with fhe conditions attaching to tham.
Grants that compensate the consolidated entity for expenses nourred are recognised as other inoome in the income

" staternent on a systematic basis in the sams perods in which the expenses are incurred. Grants that compernsata tha

consolidated entity for the cost of an asset are recognised in the income statement as other Income on a systematic
basis over the useful e of the asssl,




Revetec Holdings Limited and its controlled entities
Notes to the consolidated financial statements

3. Significant sceounting policies {continued)

{8} Expenses

i Operating lpase paymeants
Payments made under operating lpases arg recognised in the income statemeant on a straight-ling basls over the fenm
af the lzase. Lease incentives received are recognisad in the Income staternent as an iﬁsegfa} part of the fotal lease
spense and spread over the laase fem.,

[ Met Hnancing costs
Net financing costs comprise inforest payable on borrowings calculnied using the effective interest method and interest
receivable on funts invested, Borowing costs arg axpensed as incured and inchuded in net finanding costs.

interast income Is recognised in the Incoms statoment as i accrues, using the effective interest method, Dividend
ncome is recognised i the inooams statement on tha date the entity’s right 1o receive payments is establishad which in
the case of guoled securifies is ex-dividend date. The interest expense component of finance lease payments is
renngnised in the Ingome statemant using the effective intarest method,

{hy  Income tax
: income tax on the profit of Inss for the year comprises current and deferred fax. Income tax is recognised in the
income skatement except {o the exdent that it relates 10 temis recognised direcily in aquity, Inwhich case it is
recognisad in equily. :

Current tax is the expected fax payable on the laxable income for the vear, using tax rates ermacied or substantively
gracted at the balance shest date, and any adjustmant 10 1ax payvabls in respect of previous vears.

Draferrad tax is provided using the balance sheet fiability mathod, providing for ternporary differences betwesn the
carring amounts of assets and Habilities for financial reporting purposes and the amounts used for taxation purposes.
The foltowing temporary differances are not provided for! inftial réc:ogniiian of guodwill, the Inftial recognition of asssts
or tlabilites that affect naither accounting rior taxable profit, and differences relating o invesiments in subsidiares to

" the exdant that they will probably riot reverss in the foreseasbie futre. The amount of deferred nx providad is based
on the axpectad manner of realisation or setlemeant of the carrying amount of assels and lishilittes, using tax ratas
enacted or substantively enacted at the balance shest dale.

A deferred fax asset is recognissd only 1o the axdent that it is. probable thet fture taxable profits will be available
ayainst whith the asset can be wilised. Deferred tax assels are reduced 1o the extant that it Is no longer orohabls that

the refated tax benefit will be roatised.

Additionad income' taxes that aﬁse fré}m the disiribution of dividends are recognised at the same ims as the liability o
pay the relatad dividend.

The Company and iis wholly owned Australian resident subsidiaries have not elected to form a tax consolidated sntity.
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Revetec Moldings Limited and its controlied entifies
Notes {o the consolidated financial statements

Blgrdficant accounting policies {continued)

Gonds and services 1ax

Reverne, expenses and assels are recognisad net of the amount of goods and senvdoes tax (BST), sxcept where the
amount of GET incutred is not recoverable from the taxation authority. In these circumstances, the GBT i recognised
as part of the cost of acquisition of the asset or as part of the sipense,

Receivablos and payvatles arg stated with the amount of G8T included. The net amount of 35T recoverable from, or
payable to, tha ATO is inchuded as a current asset of liability in the balance sheet,

Cash fows ars inchuded in the staternent of cash flows on 2 gross basis, The GBT components of cash flows arising
from investing and financing activilies which are recoverable from, or payable fo, the ATO are classifiad as operating
cash flows.

Earnings per shars

The Consolidated entity presents basic and diluted sarnings per share (EPS) data for s ordinary shares. Basic EPS s
catculated by dividing the profit or ioss atiributable fo ordinary sharsholkders of the Company by the weighted average
number of ordinary shares outstanding during the period. Diluted EPS is determined by adiusting the profit or loss
atiributabie to ordinary shareholders and the weighled average number of ordinary shares outstanding for the effecis of
sl dilutive potential ordinary shares, which comprise convertible notes and shave oplions granted o emplioyses.

Segment reporting

A ssgment is a distinguishable component of the Consolidated entity that is engaged sither In provitding refated
products or services (business segmaent), or in providing products or services within a pariicuiar esonomic snvironmeant
{geographical segment) which is sublect to risks and rewards that are different from those of other segments. The
Consolidated sntity’s primary format for segment reporting is based on business segments.

New standard and interpretations not yet adopted

The foflowing standards, amendments fo standards and interpretations have been identifiad as those which may

impact the entity in the period of inttial application. They are avatiable for eary adopfion at 30 June 2007, but have not

been appied in preparing this financial report.

] AASE 7 Einancial Instruments: Disclosures (Augus] 2005) reptaces the presentafion requirements of inancial
instruments in AASE 132. AASB 7is applicable for annual reporting periods beginning on or after 1 January
2007, and will require adiditional disclosures with raspent io the Consolidated entity's financial instruments and
share capitatl.

# AASB 200510 Amendments fo Austrafian Accounting Standands (September 2005} makes consequantial
amendments to AASE 132 Fnancial Instruments: Disclosure and Prasentation, AASB 111 Presentation of
Financial Ststements, AASE 144 Sagment Reporting, AASE 117 Lsases, AASE 133 Eamings Per Share, AAEE
130 Financil instrumanis: Recogrition and Measurement, AASE 1 Firsi-time Adoplion of Australian Equivalzims
fo intermations! Financial Reporting Standards, AASR 4 insurance Confracts, AASE 1023 General Insurance
Contracts and AASE 1038 Life insurance Contracts arising from the release of AASE 7. AASE 20051018
appicanie for annual reporting periods beginning on or after 1 January 2007 and is expeciad 1o only impact
disciosures comtained within the financial report.
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Blgnificant accounting policies {continued)
Mew standard and interpretations not yet adopied {continued)

L

AABE & Operating Segrments replaces the presentation regudrementds of segment reporling in AASE 114
Segment Roporiing, AASE B is applicable Tor annual reporting periods begiming on or after 1 January 2000 ang
ta ot expected (o have anbopact on the financial resulis of the Company and the Censolidated entity as the
stardard is only concermed with disclosures.

AASE 2007-3 Amendiments to Australian Accounting Standards arising from AASE 8 makes amendments
AABE § Non-current Assels Held for Safe and Discontinued Qperations, AASE & Explorattion for ant Evaluation
of Mineral Resources, AASE 102 Inventories, AASB 107 Cash Flow Statemeants, AASE 118 Employes Benafifs,
AASE 127 Coneolidated and Separate Financial Statements, AASE 134 inferim Finarcial Reporting, AASE 136
Impairment of Assets, AASE 1023 General Insurance Contracts and AASB 1038 Lifs Insurance Conlfracs.
AA/SE 2007-3 is applicable for annual regorting periods bagineing on or after 1 January 2008 and must be
adopted in conjunction with AASE 8 Oparating Segmentz. This standard is only expected {o impact disclosures
contained within the financia report.

interpretation 10 Inferdm Flinancial Reporting and Impairment prohibits the reversal of an impairment loss
recogrised in a previous interim period in respect of goodwil], an invesiment in an equily instrument ora
financial asset carried at cost. Interpretation 10 will become mandatory for the Consolidated sntity's 2008
firrancial statemenis, and wilt apply 10 goodwill, invesiments.in aquily instruments, and financial assets corried at
cost prospectively from the date that the Congolidated entity first applied the messurament criteriz of AASE 136
andd AASE 130 respectively, The adoption of Interpretation 10 is nol expected 1o have any mpact on the
financial report.

Interpestation 11 AASB 2 Shere-bassd Payment - Group and Treaswry Share Transactions addresses the
classification of 2 share-based payment transaction {as equity or cash sefiled), i which equity insiruments of the
parant or ancther Consolidated entity are transferred, in the financial siatements of the sntity recalving the
sendces, Inferprefation 11 will hecome mandatory for the Consolidated entily’s 2008 financlal report. Tha
potentiel effect of the Interpretation on the Company's financial report has not yat been datermingd.

AASE 2007-1 Amendments o Australlan Accounting Standards arising from AASB interpretation I amends
AASE 2 Shars-basad Payments io insert the ransittonal provisions of AASE 2, previousty contained in AADE 1
Firsk-fima Adoption of Atastrafiae Equivalents o Infernalional Financisl Reporiing Standargs. AASE 2007-11is
apphicable for annual reporting periods beginning on or after 1 Mareh 2007 and if:i. il expacted o have any
impast on the consolidated financial report. The potential impact on the Company has not vet basen determined.

AASE 2007-2 Amerddments 1o Australian Accounting Standards arising from AASBE tnterpretation 12 makas

_amendments 1o AASE.1 First-time Adopfion of Ausiralian Equivalanis fo infermations! Financial Reporiing

Standards, AASE 117 Leases, AASB 118 Rewvenue, AASE 128 Accournting for Sovernmaent Grants and
Disclosures of Goveramenf Assistance, AASB 121 The Effects of Changes i Foreign Exchange Rales, AASE
127 Consolidated and Separate Financial Siatement, AASE 131 Inferast i Joint Venturag, and AASE 138
Financiad Insiruments: Recognition and Measurement. AASRE 2007-2 is applivable for annual reporfing periods
beginming on or siter 1 January 2008,

AASE 2007-2 Amendments io Australian Accounting Standards also armends references to “UIG interpretation”
o interpretations.  This amerding standand is apphcable to annual reporting perods anding on or after
28 February 2007,



22

Revetec Holdings Limited and its controlled entities
MNotes to the consolidated financial stalements

4. Betermination of fair values
A number of the Consolidated entity’s accounting policies and disclosures require the determination of fair value, for
both financial and non-financial assets and Habiites. Fair values have been determined for measurament and / o
disclosura pumpeses hased on the foliowing methods, Where applicable, further information about the assumptions
made in determining fair values 15 disclosed in the notes speciiic to that asset or fabifity.

fy  Property, plant and squipment
The merket value of property is the estimated amount for which a property could be exchanged on the dile of valustion
batwean a willing buyer and a willing selter in an am's lengih transaction affer proper marketing whersin the partias
had each acted knowledgaably, prudently and without compulsion. Tha market value of items of plant, smpipmant,
fistures and fiings 1s based on the quoted market prives for similar items.

¢ty Trade and other recebvables
Tha fair value of rade and ofher receivables, is estimated as the present value of fulure cash Hows, discountad at e
market rate of interest at the reporiing date,

gy Nonderieative financial Gabilities
Fair value, which is determingd for disclosure purposes, is cafculated based on the present value of future principat
and interest cash flows, discounted atthe markst rate of interast at the reporting date,

. Begment reporting
The consolidated entily comprises one main business segment being sngine development. This incorporates the
resgarch and design of pelrol and diesel applcation engines.

Tha consolidated entity’s business segreant operates in Australia.

g, Other income
Consolidated The Company

2006 2006
3 5
Commercial Ready Grant inooms - -
Other government grants 55,448 -
Galn on sale of property, plard and
aguipmeant 54,3358 -

138,783




Revetec Holdings Limited and its controlled entities
MNotes to the consolidated financial statements

Hesemrch and development axpanse

Consolidated The Lompany
2808 Ho0E
% 3
Diractor's faes 183 408 158,877
Repraciation 48,158 35,450
Lense paymenis 45,170 31,380
Employes benefils 111,847 84,349
Materials and supplies 55,485 81,102
Qther 134,780 111,808
504,910 458,474
Auditors” remuneration
Ayt servicas
Auditors of the Company — KPMG
Audit and review of financis! repons 18,000 18,000
Other services .50 5,000
23.000 23000
Other services
Audditors of the Comparty — KPMG
Transaction servicas 543,004 50,000
Taxation services B OO .. Booo
58.000 58000
ncome tax expensedibenefify
Recognised in the income staterment
Current tax sxpensef {henefit)
Current year (83751 (248,848)
Tob income tax sxpensef{benefityin
incomes statermsnt {637 511} {748 648)
Humerical reconcilialion between fax expenss and p
Loss before tax : ' {1,023,10 {784,132)
Incorne tax using the domestic corporation o R
tax rafe of 30% (2006 30% {306,932 {223,240}
Increase in incomes tax expensé dug tor
Effact of tax losses and temporary
differences not recogrised 308532 226,240
Decrease in incoma tax expenée due to:
Tax incentives not recognised in the
income statement RLETA) (248,848}
incoms tax expensel (benefi on pre-lax net
toss : 837,511 {248 848)
Unrecogrised deferred tax assets
Deferred tax assels hava not been ragognisad in respect of the following itema:
Tax nsses and deductible temporary differances 30883 228,240
308,932 2T N 228,240

The deductible temporary differances and lax josses do not expire under current tax fegistation. Deferred tax assets
have not bean recognisadd in respect of these ilems because i is not probabie that fulure tBxabie profit wilt be available
against which the consolidated entity can utllise the banafits from,
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18 Loss per share
Hasic ioss per share

The calculation of basic loss per share at 30 June 2007 was based on the ioss attributable to ardinary sharsholders of
760,231 (2006 53855961 and a weighted average number of ordinary shares cutstanding during the Tinandial year
ended 30 June 2007 of 200,928,327 (2006; 191,866 883), calculated as follows:

Laoss attribuiable to ordinary sharghoiders
Consolidated

i)
5
Loss attributable to ordinary shareholders (385,508}
Weighted average number of ordinary shares
Mumber

lssued ordinary shares af 1 July 190 88T 848
Effect of shares issued during the year 970 135
Weighted average number of ordinary shares at

30 June 200928, 141,860,583

Bituted sarnings! {inss) per shars

The calculation of diluted sarmings! floss) per share at 30 June 2007 was based on logs alirbutable to ordinary
shareholders (difuted) of $765.231 (2006: $386,506) and a weighted average number of ordinary shares (diluted)
outstanding during the financinl year anded 30 June 2007 of 200,829,327 (2006 191,866,883}, calcuisted as follpws:

Loss atfributable to ordinary shareholders {diluted)

$

L.oss attributable to ordinary shareholders {diluled) {385, 536)
Welghted average numnber of ordinary shares {(diluted)

Mumber
Weighted average number of ordinary shares at
30 dune
Weighted average number of ordinary shares {dihuted)
at 30 June

1. Cash and cash egubealents

The Company
2606
_ ¥

Bark halances and cashi on hand 77,389 : ¥7.a88
Cash and cash equivalents in the statemnent of

sash flows 77,380 77308

12.  Income tax recelvable
income tax refund receivable 248 648 248, 648
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Revetec Holdings Limited and its controlled entities
Notes to the consolidated financial statements

14.  Interest bearing labilitles and borrowings

Mote Gonsolidated The Company
2008 2006
L E3
Current fabilitiss
Loan from related party 157,807 eI
157,807 157,907
Bon-current liabilities
Loan from ralated parly 215,948 215,848
215,548 215,848
Financing Facilities
Loan from refated party 373,855 I73.858
Convertible nate 1,850,000 1,850,000
2,323,855 2,323,855
Fanitities ulifised af reporting date
Loan from related party 373,855 373,858
Convertible note 15 50,000 -
F23,855 a72 855
Facilities not utilised at repovting date
Loan from refaled party - -
Correattitia note 15 1,600,000 1.600,000
1,800,000 1,800,000

Loan from refated party
Tha lnan from related party represenis amounts owing to Revetac Limitet.,

On 30 November 2006 o special resolution was passed by the members of Revetec Limited {3 related entity) resolving that:
Revetas Limited resfiso s assets, satfle gl Habilities, wite-off the axisting Joan o Revetec Holding Limited and all surplus
moniss be paid to Revetec Holdings Limited leading Io the winding up of Revetec Limited as soon a3 is practicable.
Consequently, at 30 November 2008, Revelec Holdings Limited deretognised iis liability to Revetec Limited and recagnised a
corresponding increase in shareholder contributions of $393,480.

Convertibie note

On 27 July 2008, the Company amended the convertible nate arangement with Dougtas John Lomas as Trustes far Tantre
Management Trust. The amendment had the effect of changing the clagsification of the instrument from debt 1o aguity, Referto
note 15 ko further details of the amended arangements.
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Motes o the consolidated financial statements

capital and reserves
Reconciliation of movament in capital and reserves attributable to squity holders of the parent

Note Share Actumitated
capital losses Total
Congolidated $ 3 %
Batance al 1 July 2005 - reverse acquisition adjustmenis f 13,341,072 £13,000,.868) 341,304
Total recognised incomea and expense - {3585,506) {385,508)
Shares issued B73242 - 873,212
Share issus tosis, nef of tax {3685,695) - {385,685}
in-specie disttibution 24 {471,192y - {471,192}
Balance at 30 June 2008 13,358,297 {13,386,264) {27 867}

Lonsolidated

Balance at 1 July 2006

Tolal recogrised income and axpense
Sharsholder contribution

Shares issued

Balance at 30 Jung 2007

The Company

Balarice at 4 August 2005 - - -
Total recognised income and sxpense - {515,484% {515.484)
Shares issued ar3nie - 873,212
Share issus costs, net of tax {385 595} - {3B3 595}
Safance at 30 June 2004 487,517 (515, 454) (27,9671
The Company

Balance at 1 July 2006

Totat recognised income and axpense
Shareholder contribution

Shares issusd

Balance at 30 June 2007

The consolidated entity reflects the business combinations reverse acquisition as outined in notes 3{a)i) ang 24
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frapital and reserves [continuad)

Share capitat
P The Company

Oirdiriary shares

2008
Mumiyer 3
On issue T July — fully paid - .
1ssued upan restructure of Reveler Limited
frefer notes 22 and 24) 150,887,848 -

Issued for cash at 40 conts under Prospecius 2,483,031 173,812
Shareholder confribution
lgsued as share-hased payments

Issued to convertible note holder

G issue at 30 June ~ fully paid 1103.070.879 873212

Effactive 1.July 1988, the Company Law Review Act abolished the concept of par value sharas and the
goncept of authorised capital. Accordingly, the Company doss not have authorised capiiat or par valug in
respact of its issued shares,

The holders of ordinary sharas are entited to recsive dividends as declared from time to tme and are

‘entitied to ons vote pershore at meetings of the Company. in the event of winding up of the consolidated

enfity, nrdinary sharsholders rank after all other shareholders and cradifors and are fully entitled to any
pracesds of liogtidation.

Convertible notes

On 27 July 2008, the Company amanded the convertible note arrangement with Douglas Job Lomas, as
Trustee for the Centre Management Trust. The amendad facliity provides funding to a maximam of $1.95
million with requirements to draw down specified amounts and convert info ardinary shares as folfowe:

#  The sum of $350,000 shall be drawn no later than 7 August 2008 and such amount shall be
immadistely converted into ordinary shares al 4.5 cents per share.

& Afurther sum of $850,000 shall be drawn down monthly to 3 maxdimum of 320,000 per month 1o match
the Austeatian Government's dollar for dollar Sommercial Ready Grant angd a5 each sum is recelvaed the
same shall be converted o shares at 4.5 cents per share.

#  The balance of the surn of $850,000 shall be deawn dowr affer the Il draw down of the $850,000 an
the Nota holder shall have the option o convert the same info ardinary shares at § cents a share within
tag veara from 27 Judy 2006,

On 4 August 2008, $350.000 was received and on 8 August 2008 7,777,778 ordinary shares were issuad,

urher tis arangement. Al 4 August 2006 the share price was 3 qents per share.

Share-based payments

During the vear ended 30 June 2007 the Comipany entered into agreements with two sonsutants fo
sxchange the provision of their services for shares in the company.  The fair value of the share-based
payments were measured by reference 1o the fair value of the shares fo be issued and were recogrised as
an sxpense, wih a norrespongding increase in Share sapital, over the peried the services were rendered.

Fair value

Tetat

Date shares issued

7 darch 2007
31 January 2007




Revelec Holdings Limited and its controlled entilies
Motes to the consolidated financial slatements

15, Capitat and reserves {continued)

Shareholder contribution

Cn 40 Movember 2006 a special resolufion was passed by the members of Revstec Limited. resobving that
Revates Limitad reslise sl assets, ssiile gl liabilities, write-off the exdsting oan o Ravetes Holdings Limiterd
and al surplus monies be paid o Revedec 'Haidings Limited taading to the winding up of Revetec Limited as
soon as I8 practicable. Revetsc Limiled and Revetac Holdings Limited wers part of 2 group of comparnies as
ouliined in rote 24, The shareholders of Revates Limited and Revelse Hotdings Limited were substantially
the samae at November 2006, As the fiability was extinguished on 30 November 2006 and the transaciion
primarily relates o transactions wih Reveteo Holdings Limited's shareholdars, the extinguishment of the
tabifity has been credited directly Io equity as a shareholder contribution.

Dividends
No dividends were paid during the year b 30 Juna 2007 {2006 $0) and no dividends are currently proposed.
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Revetec Holdings Limited and ifs controlled entifies
MNotes to the consolidated financial statements

Onerafing leases
Leases as lesses
Norn-cancellable operating lease rentals are pavable as follows:

Consgiidated The Qompany
D07 2008
$
Less than one yvear 27860
Betwesn ong and five years 18,640
More than five years -
45,600

The consolidated enlity leases business premises under an oparaiing lease.

Dusving the yvear ended 30 June 2007 526,458 wag reconnised a5 an expense in the income statement in respect of
operating loases (2006; $18.870L

Contingencies

AL 30 June 2007 the compaﬁy has agreed to provide financial support o a related company, Revetec Limited, At 30
Jure 2007 Rovetec Limited had net liabilities of 32,638, At 30 June 2007, the reaximum Hability arising from this
commitment is estimated to be 32.639.

Consolidated entities

Contry of
incorporation
Parent antity
Revetec Holdings Limited Australiz
Suhsidiies
Revetec International Pty Lid ’ Avstradia 100%
Ravolution Engine Technologies Py Lid Avstratis 1005

Resonciliation of cash Bows from operating aotivities

Consolidated The Company
2006 2006
L2 %

Cash Boves Trom operating activitizg
Profiti{loss] for the pariod after tax {385,586) (515,484}
Adjustments for,
Deprecigiion 47 812 36,838
Frovisions : 40,138 -
Share bassd payment for consulting - -
infarest axpense 28,368 Z5.368
intersst income {18,777} {145,485}
Gain on sale of property, plant and equipment {54,335) -
impairment losses B ' &0,057 40,468
income tay expense/benefity {837,511} {248 B4y
Dparating proflt before changes i working capiial
and provigions §818, 144} {875,125}
{increaseldacreass in trade and other receivables TE.873 {5,141}
{Decrease)increase in frade and other payables (91,943 32,399

(857,214 (847 ,867)
inerest recsived 18, %77 16,485
incoms ta refund - RAD concessions received -
Net cash from operating activities (531,574} (531,402}




Revetec Holdings Limited and its controlied entities
MNotes to the consolidated financial statements

Key management personnel disslosures
The following were key management personnel of the consolidated entity at any time during the reporting period and
unless otherwise indicated were key management personngl for the entirs parod:

Exocutive dircetors

Mr Bradiey David Howedl-Smith (Chairperson and Company Secrelary)
iir Chartes Chok Kwang Chan (Managing Director)

Mr Paut Rudolf Moitzd

Key management personnsl compensation
The key management parsonngd compansation included in ‘directors fees’ are as follows:

Congotidated The Company
2008
%
anas
211418

Short-term employee benefits

Inelividunt divectors and axecutives compensation disclosures
information regarding individusal directors and sxecuives compansation is provided in the Remuneration Report seclion of
the Directors” report,

‘The [irsctors on 7 September 2007, My Bradiey David Howell-Smith, Mr Paul Rodolf Meltzl and br Charles Chok Kwong
Chan (resigned 7 September 20071 have agreed o provide financial suppurt 1o the company over the coming 12 months.

Apart from the detalls disclosed in this note, no direclor has entered inte o material contract with the Company of the
consolidated entity singe the end of the previous financial year ardd there werg no material contracts involving dirsclons’
irterasts existing at year-end.

Leoans to and from key management personnst and their related pariies {consolidated)
A loan folaling 511,010 was made o Mr BD Howell-Smith during the year (2006: $2,350). This loan was repald on 22
June 2007, No inferest was charged on this loan.

Detaits regarding the aggregate of loans made, guarantsed or sscured by any entity in the consolidated entity to key
reanagement personnel and their related parties, and the number of individuals in each group, sre as foliows:

: interast paid and
Cpening payabie i the
Balance .
% reporiing pediod
2006 $
Tatal for key managemant parsoriusd « 2006 -
Totsl for key management personnel and thelr rataled
parties -~ 2006 -
2007
Total for key management persornegt - 2007 2,350 -

Total for key managament personnet and thelr related
partigs -~ 2007 2,350
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Revetec Holdings Limited and ils controlled entities
Notes 1o the consclidated financial statements

Key managernsnt personnel disclosures {continued)
Other key management personnel iransactions with the Company or e controfied
entities '

A number of key management persons, or their related pariles, hold posiions in othar entifiss that resull in them
having confrol or significant influsnces over the financial or operating policies of thoss entities.

A number of these entitles transacted with the Company or its subsidiares in the reporting period. The terms and
conditions of the transactions with managemant persons and their related parties were no more favourable than
those available, of which might reasonably be expected io be available, on similer fransaciions to non-director
related entifies on an amm’s length basis. ' :

The aggregate amounts recognised during the year relating to key management perscnnet and their related
parfies were as follows:

HEs o] The Company
Note 2?&5 2008
: E3 %
Koy @anagemem Transaction
persons
iy COK Chan Legal fees {it 47 000 47 000
Buokkeaping and administration :
services ) 85,900 | 86,908
Frofessional servicas {iify 38,137 39,137

{i Chan Lawyers recelved fees of $1,500 (2008 $47,000) for the period for consulting fees in respect of the
prospecius. Br. Chares Chan, a direcior, is the principal of Chan Lawyers.

{ity During the period, amounts totalling $138,482 {2006: $96,909) were pald to Wincof Py Lid, & direclorrelated
enity, for the provdsion of dookkeeping and administratian services of Revetss Holdings Uimited. br Charles
Chan is a direcior and sharsholder of Wingof Py Lid,

i} Professional services totalling $0 (2006: $38,137) were paid to Adcom Advertising Pty Lig during the year, Mr.
Charles Chan is a director of Adcom Advertising Py Lid.

Thare ware no amounts receiveble from and payable to other key management parsonne! at reporting date (2006: ni).

The movement during the reporting period in the number of ordinary shargs in Revetes Holdings Limited helg, directly,
indirectly or beneficially, by sach key managemand person, including thair refated parfies, is as follows:

Diractors
ir BD Howsl-Smith
Br CCK Chan {8}
idr PR Motz
2508
Mumber
Held at Purchases  Sales Held at
& August 2005 {n} 36 June 2008
br BD Howslh-Smifth - 32380887 - 32,380,887
fr COK Chan (g} - 6,008,389 - 6,006,395
ir PR Moitzi - 5,879,968 - 5,879,888

No shares were granted fo kay managerment personnd during the reporting period as ﬁ;c:»mpensaiim,

%} Held indirectly through Wincof Py Lid
b} issued through deed of comparny arrangement.
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Revetec Holdings Limited and its conirolled entities
MNotes fo the consolidated financial statements

Mon-key management personne! disclosures

klentity of refated parties

Ths corsclidated ertity has 2 related parly relationship wiih its subsidiarias {see note 19 and with its key
management personnst {see note 211

{ther related party transactions _

Acquisition of assels and certain Habilities of related parties

Revetec Holdings Limited was incorporated for the purpose of restructuring Revetec Limited. As partof the

remirtciure:

®  Ond Aurst 2005 the Company entered inte an agresmeant 1o acquire 100% of the share capifal of Revetas
Lirnjterd and the Company issued 190,887 848 ordinary shares to the shareholders of Revetec Lintted.

& Om 13 September 2008, the Company entered into a contract for Revetec Holdings Limited to acquire the CCE
design and all associated patents, copyright and other intellectust property rights {'the technology’) from Revetsc
Limited. The directors of the Company were dirsctors of Revetec Limited at the date of the agreement. The
consideration paid o acquire the technology was $203,000 which was satisfied by a vendor loan of $203.008,
The consideration representad fair market value of the acquired assats and liabilitles as determined by the
Directors based ont an indapendent valuation. The vendor Ipan is subject to & commercial interest rate of 8% per
annum and is repayable within 10 vears. Tha acquisiiion included plant and squipmeant, imtangible assets and
certain iabiities of Revetec Limited as surminarized below:

%
invastment - Revetec Intemational Ply [id 1
Invesimant — Revsiution Engine Taechnmiogies Ply Lid i
Proparty, plant and squipment 243,135
Provision for employes entitternents {40,137}
Purchase consideration 203,000

&  On 30 Ssptember 2005 Revetes Limited was subsequently transfermed 10 the sharehwlders of Revetsc Holdings
Limited, On consolidation this has been reflectad as 2 return of capital based on the Tair valus of the nat assets
of $471,192.

Upon acouisition of Reveles Limited on 4 August 2005 the fair value of the net assets acquired were 5833,138. Upon
disposal of Revetes Limited on 30 Septarmber 2005, the fair valua of the net assels of Revetes Limited wers
471,161,

Az outlined in notes 3(2)) and 24 the restructurs, the agquisition and disposal of Regvatac Limiled has been treated
a3 a business combination — reverse acquisifion, and nig gain or loss on the acquisitton or disposal have been
recorded in the consofidated financial statamants.

Loans feom related party

During 2008 Revetec Limited {a related entity) provided twe loans to Revetse Holdings Limited. A1 30 June 2008
these loans including interast and peincipal amounted to §187.807 and $218,848. Interest was payable of rates of
10% and 8%, respectivehy.

£ 30 Novembar 2008 & special rosohution was passed by the members of Revetes Limited resohving that: Revetec
Lirnited realise all assels: seltia ail fiabilites; wiite-off the existing loan o Revetsc Holdings Limited: and alt swplus
monies ba paid 1o Revetec Holdings Limited leading o the winding up of Revetas Limited % stanh as practicable,
Conseguantly, 2t 30 November 2006 Revatec Holdings Limited derecognised its fiability 1o Revelec Lirmfied of
$393,480 and recogrised 4 coresponding increase in shareholder condributions.




I
=

Revetec Holdings Limited and its controlled entities
Notes o the consolidated financial statements

23. Subsegoent events
On 27 July 2007, the Company reseived $8%,970 (GST exciusive} from the Commercial Ready Grant scheme. This
grant instalment was partially paid in advance and represents 50% of the toracast eligible axpenses for the guarier
ending 30 September 2007, adjusted for any overpayments in the pravious instalment,

Urther than the matter discussed above, there has not arisan in the interval bebween the and of the finangial vear and
the date of this report any item, transaction or avent of » material and unusual nature Hiely, in the opinjon of the
dirsctors of the Company, to affect significantly the oparations of the consolidated entily, the results of those
operations, o the state of affairs of the consolidaied entity, in future fnandcial vears.

24, Bushhess combination ~ raverse acquisition

On 4 August 2005, Revetec Holdings Limited acquired aff the shares in Revetes Limited as part of the restructurs
approved at the Extracrdinary General Meating of shareholders of Revetee Limited. The restructure provided for the
sharsholders of Reveter Limited fo be issued with 190,887,848 ardinary shares i Revelss Holdings Limited.

Diue to the droumatances surounding this acguisition, AASB 3 Business Combinalions requires that this acquisition be
fremted a3 @ reverse goquisilion ehereby Revelse Limited is deemed 1o have acquired Revetsc Holdings Limited, for
accounting purposas.

The subsequent in-specia distringtion on 30 September 2005 by Revatas Holdings Limited of the shares in Revetes
Limited tn the shareholders of Revelec Holdings Limited, has been treated a5 a return of capital 1o shareholders.

The acquisition had the following effect on the consolidated endity’s assets and Habilles.

Acouires’s {(Reveteo Holdings Lirnited) not assels &t the aoquisiion date

Recognised Fair valus Carrying
vihiies aciusiments arnounts
% 3 &
Cash and cash siuivalents 1 -
Nat dertifiable assets and Habilittes 1 -
Discaunt on acoulstion 1

{onsideration paid -

Distribudion by Reveteo Moldings Limited of not assets {Revetse Limited)

Fair volues
3
Cash and cash squivalents 389,216
Loan io Reveteo Holdings Limited 190,644
Loans from Direciors (51,5008
Het othar assets arxd Habilities . tissly
Fair value of in spedie distribution ) 471,182

Had the reverse acquisition ocsurred on 1 July 2005, there would have bean no changs o the consolidated
revanues of net profit for the year snded 30 Juns 2006,



Directors’ declargtion

1 in the opindon of the directors of Revetec Holdings Limited {‘the Company's
{2) tha financial statements and notes and the remuneration disclosures that are contalnsd In gections 4.1
andg 4.2 of the Remuneration report in the Directors’ report, set oul on pages 10 and 35, are in accordance
with the Corporations Act 2001, including:
{iy  giving 2 trus and fair view of the financial position of the Company and the consolidated entity as al
30 June 2007 and of thelr performance, as represented by the resulis of thair operations and thelr
cash flows, for the financial year ended on that date; and

{ii} complving with Australian Accourting Standands and the Corporations Regulations 2001;

i} the financial report also compliss with Interaational Financial Reporting Siandards a5
cisclosad in note 2iah

o3 the remuneration disclosures that are contalred in seclions 4.1 and 4.2 of the Remuneration report in the
Directors’ report comply with Australian Accounting Standard AASE 124 Refated Parly Disclosires, and

{xd} thare are reasonable grounds to belisve that the Company will be able to pay its debls a3 and when they
becoms due and payable.

2 Tha directors have been given the declarations reguirad by section 285A of the Corporations Aot 2001 from the
chief executive officer for the financial year snded 30 June 2007,

Goid CGoeast
11 September 2007

Bigned in accordancs with & resolition of the direciors:

M ‘ 2
,/({ . o
1 B
L e Sy

Bradiey David Howell-Smith
Chairparson




Independent auditor’s report to the members of
Haevetec Holdings Limited

Hoport on the fnsncisd report

W have audited the sceompanying firsncial report of Revetec Holdings Limited (the Companyl, which comprisss the
batanoes sheets as 2t 30 June 2007, and the ingome statements, statements of recognised incomea and sxpenses and cash
flow statements for the year ended pn that date, a desgription of significant accounting polivies and other explanatory
notes 1o 24 and the dirsctors’ declaration set out on pagss 10 10 38 of the Consolidated entity compising the disclosing
aitity and the entities it controlled gt the year's ang or froem timg 1o thne during the tinancial year.

Ag permitfed by the Corporations Regulations 2001, the Company has disclbead infnrmation about the rermuneration of
diractors and executivas {“remuneration disclosures’), required by Australian Accounting Standard AASE 124 Related
Farty Dizciosures, under the heading "Remuneration report”™ in sections 4.1 and 4.7 of the Directors’ repart and Aot in the
financiel report. We have audited these remuneration discloaures.

Dirsctors ' responsibiiity for the financial report and the AASE 124 remuneration disclosures in the Diractors’
8RO

The direriors of the disclosing sntity are responsible for the preperation and fair prasentation of the financial repornt in
accardancs with Australian Accounting Standards fincluding the Australian Accounting interpratations! and the
{lorporations Act 2001, This responsiBility includes establishing and maintaining intemal control ratevant to ths preparation
angd fair presentation of the firsncial report that is free from materiat misstatement, whether due 1o Traud or erorn;
selecting and spplyving approprista accounting policies; and making acoounting sstimates that ars reasonabls in the
croumstances. In note 2{a), the directiors alsh $tate, in accordance with Australian Accournting Standard AAZE 701
Frasentation of Financial Staternents, that the financial report of the Company and Consolidated sntity, comprising the
firrancial statements and notes, complies with International Financial Renorting Swndands.

The dirsctors of the Company sre also responsible for the remunaration disclosures containsd in the Dirsctors’ report.
Auditor's responsibility

Or responsibifity 18 1o sxpress an opirion on the financisl report based on our audit, W condusted our guditin
aueordance with Australian Auditing Standards. Thess Auditing Standands require that we camgly with relenant gihical
requiraments relating o audit angagaments and plan and perform the audit to olitaln reasenabie assurance whather the
fimanaoial roporn is free from matarisl misstatermant.

An gudit involves performing procadures to obtain audit evidencs about tha amounts g disclosures in the finanoial
raport. The procedures sefected depend on the auditor's judgement, including the assassment of s risks of matarial
misstatement of the financial report, whether tdus to fraud of arror. In making those risk agssssmants, the auditor
considens internal cortrol relpvant o the entity’s preparetion and fair presentation of the financial repor in ordar to design
audit procedures that ara appropriats in the cirmurstances, but not for the purpose of expressing an opinion on the
affactiveness of the entity's infernal control. An audit aisa includes svaluating the appropriataness of accaunting policies
used and the reasonablenass of sccounting estimates made by the directors, as well as evaluating the ovearal
pragentaiion of the financiat raport,
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We parformed the procedures 10 assass whether in all material respects the financial report pragents fairy, in accordance
with the Corporations Act 2007 and Australian Accounting Standards fincluding the dustralia Avcounting interpretations), a
vigw which is consistent with our urkderstanding of the Cormpany’s antd tha consolidated sritity's fisancial position and of
thair performancs and whether the remuneration disclosures are in accortdanca with Australisn Accounting Standard
ASSE 124

We haliove that the audit evidence we have oblained is sulficient and appropriate 1o provide a basis for our audit opinion.

Auditor's apinion on he finencial eport
I ot opinian:

{a) the financial report of Revetsc Moldings Limited i5 in acoordance with the Corporations Act 2007, inchafing:

i} oiving a true and fair view of the Compsany's and the Consolicated antity's financial position as at 30 June 2007
and of their performancs for the vear ended an that dats; and

i complyving with Australisn Accounting Standards (including the Australian Acoounting Intsrpratations) and the
Corporations Heguiations 2007,

(B the financisl report alse complies with Interationat Financial Reporting Standards as disciosad in note 2{a).

Aufitor's opinion on AASE 124 remuneration disclosuras contained in directors” report
in sur opition, the remuneration disclosures that are contzined in sections 4.1 and 4.2 of Hemoaneration report in the
Diractors’ report comply with Augtralian Accounting Standards AASE 124 Related Party Disclosures

Inherant snoertalnty reganding godng conoern

Without gualification ta the opinion exprasssed above, 88 & rasult of the matters desoribed in Note 1o regarding going
concern, s s significant uncertainty whether the Company snd the consclidated entity wili be able 10 continue a5 2
noing connern and therefore, whather they witl realiss their assats and axdinguish thelr lisbilitiss in the normat course of
msiness and at the amounts statsd in the financial report.

Puui G Steer
Parinar

Gold Coast

11 September 2007




Lead suditor’s independence declaration under Section
307C of the Corporations Act 2001

To: the directors of Revetec Holdings Limited

| daclars that, to the best of my knowdedge and baligf, in relation 1o the audit for the
financial vear ended 30 June 2007 thers have bean:

= no contraventions of the auditor indepentdancs requirements as sst out inthe
Carporations Ant 2007 in relation to the sudit; and

o contraventions of any applicable code of profassionsal conduct in relation 1o the
audit,

PG Stoer
Partner

Giold Coast

11 Septembar 2007
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NSX Additional information

Additionst information required by the National Stock Exchange of Australia Limited
{"MNEX"] Listing Bulas and not disclosed alsewhare in this report 15 set out below,

Shareholdings {as at 30 June 2007}

Bubstantiaj sharcholders
The nurmber of shares held by substantial sharsholdars and their associates are sat out
brzloane

Bharsholder Mumber LA

Bradley Davigd Howesl-Srmith 32,380,987 1580

Yoting rights

Ordinary shares

Evary ordinary share ranks sguslly on voting. Every shareholder present in persan or by
prosy has one vote on a show of hands and on a poll has one voie for each share held.

Distribution of eguity security holders

Bumber of eyuity sesurity holders

{ategory Dedinary

Shares

1-1.000 24

1001 5,000 316

5,801 - 140,000 304

14,001 - 100,000 708

100,001 andover 206
1,558

Securities Exchangs
The Cormpany is isted on tha National Stock Exchangs of Austratia.

Other information
Revetac Holdings Limited, incorporated and domicited in Austalia, (s 8 publicly listed company imited
by shares,




NSX Additional information {continued)

Twenty largest sharsholders

Mame

Mumber of ordinary Percentage of

shures held sapital hold
Bradiey David Howsl-Smith 32,380,887 15.890%
Douglas John Lomas BFTT.I78 3.33%
Wiricaf Pty Lid 5,008,308 2.95%,
Paul Rudolf Moitzi A Boitzd Family Trust 5,879,068 2.89%
Brian Robart Clarke & Michells Amanda Kooh 4,578,085 2.25%
Pater Kogh 4,517,000 2.282%
John Robinson 4,008,175 1.97%
Pan Enterprises P A Fan Discrefionary Family Trust 3,516,008 1.73%
Brian Douglas Andrews 3053000 1.52%
Christopher Leo Drenkhahn 3,014,001 1.48%,
Shurray John Andrew 3,000,000 1.47%
Graham Mark Drever & Alison Louise Draver 2,883,570 7.458%
Stuart Richard Les Martin 2.900,00G 1.42%
Graham Mark Draver 2,870,830 1.49%
Reginald Ainsworth 2,802,600 1.38%
Michael Anthony O'Mara & Lynetle O'Mara 2,608,850 1.28%
Evadon Corporate Pty Lid 2,500,000 1.23%
Harlaz Pty Lid ' 2,123,888 1.04%
Kingswood Pty Lid 2,000,003 0.98%
Stevan Vailas & Helen Nina Valtas 1,843,777 {1.83%
Offices and officers
Company Secretary
Bradisy David Howel- Inventor of the CCE concept, designer and builder of the CCE prototyns

Snith sngines

Principal Registered Office
Unit 8, 2 Ellictt Streot
Bunchalt QLD 4217
Telephone: {07 5531 8088
Facsimtis: (071 5531 BBG7
Ematl: admin@raveis

LU

Wabsite: wwwswy rovetec oo

Share Registry

Coraputarshare nvestoy Servicos Pry Lid
Lavel 27 Central Plaza Cne

345 Queen Strost

Brisbane OLD 4000

Telephone: (07 3237 2127

Facsirnite: (07 3229 9880







