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(continued)  

All Committee minutes are tabled at Board meetings for review.
 

Responsibilities
 

The primary function of the Audit & Risk Committee is to assist the Board in discharging its responsibility to exercise due
 

care, diligence and skill in relation to: 
 

• fulfilling the Company’s accounting and financial reporting obligations; 
 

• maintaining an effective and efficient audit; 
 

• the effectiveness of the internal control environment; 
 

• prudent management of financial and other risks;
 

• reviewing the effectiveness and efficiency of operations
 

External auditors
 

The Audit & Risk Committee reviews the performance of the external auditor on an annual basis ensuring that the external
 

auditor meets the required standards for auditor independence. The Committee or, in some cases the Board, meets with
 

the auditor during the year to review the results and findings of the auditor in respect of financial reports, the adequacy of
 

accounting and financial controls, and to monitor the implementation of any recommendations made.
 

The external auditor attends the Company’s Annual General Meeting and is available at that Meeting to answer
 

shareholder questions regarding the conduct of the Company’s audit and the preparation and content of the auditor’s
 

report. 
 

Selection and Rotation of Audit Partner
 

The appointment of auditor is put out to public tender no less than every 4 years. A minimum of three tenders will normally
 

be considered by the Board. The terms of the tender cover audit in isolation and must not be co-mingled with other
 

products and services that might be offered by the candidate. 
 

The incumbent auditor is not restricted from tendering but should it do so and if the appointment is renewed the
 

engagement partner cannot be the same engagement partner that was used in the final 2 years of the ending
 

appointment. The application of this and similar requirements are not intended to bestow an advantage on larger audit
 

practices but rather to help ensure maintenance of the integrity of the audit function. The maximum continuous period of
 

time one audit group can act as auditor is 8 years.
 

Risk assessment and management
 

The Company has established a risk management policy which is available on its website under “Corporate Governance”.
 

There is an ongoing program to identify, monitor and manage compliance issues and significant risks with a view to
 

enhancing the value of every shareholder's investment and safeguarding the Company’s investments. The Board reviews
 

the identification, management and reporting of risk as part of the annual budget process. More frequent reviews are
 

undertaken as conditions or events dictate. 
 

The Audit & Risk Committee has the responsibility for ensuring the effectiveness of risk management and internal
 

compliance and control. As part of the review process the Committee considers the extent to which the risk process has
 

been successful in retrospect with regard to the identification and mitigation of risks. This is required at all times and the
 

Board actively promotes a culture of quality and integrity.
 

The Company has developed a set of policies and procedures (set out in the Company’s procedures manual) in relation to
 

the Company’s compliance and risk programs. The company doesn’t have an internal audit function due to its size,
 

however the procedures and policies are controlled documents and subject to annual review. 
 

Code of Conduct
 

The Board has adopted a Code of Conduct which sets out the Company’s obligations and standard of conduct for directors
 

and employees when dealing with each other, competitors, customers and the community. The Code of Conduct is posted
 

on the Company’s website under “Corporate Governance”.
 

All Directors, managers and employees are expected to act with the utmost integrity and objectivity, striving at all times to
 

enhance the Company’s reputation and performance. 
 

The Company has implemented a Securities Dealing Policy (“Policy”) to prevent the incidence of “insider trading” in the
 

Company’s securities by Directors, senior management and any other employees or individuals who for the purposes of
 

the Policy are deemed to be Relevant Employees as well as persons associated with them. 
 

A person undertakes insider training if that person trades in the Company’s securities while possessing information about
 

the Company that is not generally available and is price sensitive. The Policy restricts the times when Directors, senior
 

management and all other employees covered by the Policy may trade in the Company’s securities in addition to the
 

above referenced general legal prohibition. 
 

All trading in the Company’s securities requires clearance from the Company.
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A copy of the Policy is available on the Company website under “Corporate Governance”. 
 

Continuous disclosure and shareholder communication
 

The Company is committed to ensuring shareholders and the investment market is provided with full and timely disclosure
 

of its activities. The Company has instigated providing shareholders with a quarterly update on its business. Shareholders
 

are encouraged to communicate by electronic means. The Company’s Shareholder Communication Policy is available on
 

its website under “Corporate Governance”. 
 

The information is advised to shareholders in accordance with the Company’s Continuous Disclosure Policy which
 

includes identifying matters that may have a material effect on the price of the Company’s securities, notifying them to the
 

ASX, displaying them on the Company’s website, and issuing media releases. 
 

The Company’s Continuous Disclosure Policy is also available in the Corporate Governance section of the Company’s
 

website.  The Board encourages participation of shareholders at the Annual General Meeting, to ensure a high level of
 

accountability and identification with the Company’s strategy and goals.
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This financial report covers Advanced Surgical Design & Manufacture Limited as an individual entity.  The financial report
 

is presented in the Australian currency.
 

Advanced Surgical Design & Manufacture Limited is a company limited by shares, incorporated and domiciled in Australia.
Its registered office and principal place of business is:

 

Advanced Surgical Design & Manufacture Limited
 

Unit 2/12 Frederick Street
 

St Leonards NSW 2065
 

A description of the nature of the company's operations and its principal activities is included in the directors’ report on
 

pages 2-12, which is not part of this financial report.
 

The financial report was authorised for issue by the directors on 20 August 2008.  The company has the power to amend
 

and reissue the financial report.
 

Through the use of the internet, we have ensured that our corporate reporting is timely and complete.  All press releases,
 

financial reports and other information are available at our Shareholders’ Centre on our website: www.asdm.com.au
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Advanced Surgical Design & Manufacture Limited
Income statement

For the year ended 30 June 2008  
  

2008
 

2007
 

Notes
 

$
 

$
 

Revenue from continuing operations
    

Sale of goods
 

5
 

6,815,141
 

5,552,560
 

Other revenue from ordinary activities
 

5
 

279,686
 

174,642
 

 
 7,094,827

 
5,727,202

 

Other income
 

6
 

350
 

110,313
 

Expenses
    

Cost of sales and purchases of consumables
  

(2,931,916)
 

(2,581,466)
 

Other expenses from ordinary activities
    

Corporate and administration expenses
 

7
 

(2,152,526)
 

(1,975,100)
 

Quality and Research and development expenses
  

(956,678)
 

(822,067)
 

Sales and marketing expenses
  

(764,802)
 

(576,541)
 

Finance costs
 

7
 

(106,261)
 

(345,579)
 

Profit/(loss) before income tax
 

 182,994
 

(463,238)
 

Income tax (expense) benefit
 

8
 

(2,989)
 

43,418
 

Profit/(loss) for the year
 

 180,005
 

(419,820)
 

Profit/(loss) attributable to the members of Advanced Surgical Design &
 

Manufacture Limited
  

180,005
 

(419,820)
 

  
Cents

 
Cents

 

Earnings per share for profit attributable to the ordinary equity holders of
 

the company:
    

Basic earnings per share
 

36
 

0.54
 

(1.66)
  

Diluted earnings per share
 

36
 

0.52
 

(1.66)
 
 

The above income statement should be read in conjunction with the accompanying notes.
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Advanced Surgical Design & Manufacture Limited
Balance sheet

As at 30 June 2008  
  

2008
 

2007
 

Notes
 

$
 

$
 

ASSETS
    

Current assets
    

Cash and cash equivalents
 

9
 

1,524,251
 

777,658
 

Trade and other receivables
 

10
 

1,963,964
 

1,565,046
 

Inventories
 

11
 

2,709,873
 

2,764,060
 

Current tax receivables
 

12
 

-
 

44,310
 

Other current assets
 

13
 

-
 

206,608
 

Total current assets
  

6,198,088
 

5,357,682
 

Non-current assets
    

Property, plant and equipment
 

14
 

4,170,714
 

3,799,270
 

Deferred tax assets
 

15
 

685,418
 

411,251
 

Intangible assets
 

16
 

277,117
 

209,437
 

Other non-current assets
 

17
 

248,390
 

88,909
 

Total non-current assets
  

5,381,639
 

4,508,867
 

Total assets
  

11,579,727
 

9,866,549
 

LIABILITIES
    

Current liabilities
    

Trade and other payables
 

18
 

962,510
 

726,847
 

Borrowings
 

19
 

706,504
 

2,763,270
 

Provisions
 

20
 

54,870
 

-
 

Total current liabilities
  

1,723,884
 

3,490,117
 

Non-current liabilities
    

Borrowings
 

21
 

58,565
 

783,390
 

Deferred tax liabilities
 

22
 

116,351
 

57,137
 

Provisions
 

23
 

317,935
 

159,731
 

Total non-current liabilities
  

492,851
 

1,000,258
 

Total liabilities
  

2,216,735
 

4,490,375
 

Net assets
  

9,362,992
 

5,376,174
 

EQUITY
    

Contributed equity
 

24
 

9,040,169
 

5,546,508
 

Reserves
 

25(a)
 

313,152
 

-
 

Retained profits/(accumulated losses)
 

25(b)
 

9,671
 

(170,334)
 

Total equity
  

9,362,992
 

5,376,174
 

The above balance sheet should be read in conjunction with the accompanying notes.
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Advanced Surgical Design & Manufacture Limited
Statement of changes in equity

For the year ended 30 June 2008  

  Ordinary
 

shares
 

Reserves
 Retained

 

earnings
 

Total
 

Notes
 

$
 

$
 

$
 

$
 

Balance at 1 July 2006
  

1,750,018 -
 

249,486 1,999,504
Loss for year

  
- -

 
(419,820) (419,820)

Total recognised income and expense for the year
 

 - -
 

(419,820) (419,820)

Contributions of equity, net of transaction costs
 

24
 

3,913,818 -
 

- 3,913,818
Share raising costs

 
24

 
(117,328) -

 
- (117,328)  

 3,796,490 -
 

- 3,796,490

Balance at 30 June 2007
 

 
5,546,508 -

 
(170,334) 5,376,174

Balance at 1 July 2007
  

5,546,508 -
 

(170,334) 5,376,174
Profit for year

  
- -

 
180,005 180,005

Total recognised income and expense for the year
 

 - -
 

180,005 180,005

Equity settled transaction
 

24
 

40,000 -
 

- 40,000
Conversion of loans

 
24

 
2,075,000 -

 
- 2,075,000

Initial public offering
 

24
 

1,880,803 -
 

- 1,880,803
Share raising costs

 
24

 
(502,142) -

 
- (502,142)

Employee shares and share options
 

25
 

- 313,152
 

- 313,152  
 3,493,661 313,152

 
- 3,806,813

Balance at 30 June 2008
 

 
9,040,169 313,152

 
9,671 9,362,992

The above statement of changes in equity should be read in conjunction with the accompanying notes.
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Advanced Surgical Design & Manufacture Limited
Cash flow statement

For the year ended 30 June 2008  
  

2008
 

2007
 

Notes
 

$
 

$
 

Cash flows from operating activities
    

Receipts from customers (inclusive of goods and services tax)
  

7,474,731
 

5,607,448
 

Payments to suppliers and employees (inclusive of goods and services tax)
  

(6,448,589)
 

(6,619,759)
 

  
1,026,142

 
(1,012,311)

 

Interest paid
  

(106,261)
 

(345,579)
 

Interest received
  

125,341
 

22,080
 

Income taxes refunded (paid)
  

19,163
 

(35,581)
 

Net cash (outflow) inflow from operating activities
 

33
 

1,064,385
 

(1,371,391)
 

Cash flows from investing activities
    

Payments for property, plant and equipment
  

(858,984)
 

(547,358)
 

Payments for intangible assets
  

(116,547)
 

(152,036)
 

Proceeds from sale of property, plant and equipment
  

82,768
 

11,302
 

Net cash (outflow) inflow from investing activities
 

 (892,763)
 

(688,092)
 

Cash flows from financing activities
    

Proceeds from issues of shares
  

1,418,661
 

3,913,818
 

Repayment of related party loans
 

31(c)
 

(305,000)
 

(100,000)
 

Share issue transaction costs
  

-
 

(207,000)
 

Repayment of borrowings
  

(153,594)
 

(141,605)
 

Finance lease payments
  

(372,592)
 

(372,567)
 

Net cash inflow (outflow) from financing activities
  

587,475
 

3,092,646
 

Net increase (decrease) in cash and cash equivalents
  

759,097
 

1,033,163
 

Cash and cash equivalents at the beginning of the financial year
  

765,154
 

(268,009)
 

Cash and cash equivalents at end of year
 

9
 

1,524,251
 

765,154
 

The above cash flow statement should be read in conjunction with the accompanying notes.
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Advanced Surgical Design & Manufacture Limited
Notes to the financial statements

30 June 2008
(continued)  

1
 

Summary of significant accounting policies
 

The principal accounting policies adopted in the preparation of the financial report are set out below.  These policies have
 

been consistently applied to all the years presented, unless otherwise stated.
 

(a)
 

Basis of preparation
 

This general purpose financial report has been prepared in accordance with Australian Accounting Standards, other
 

authoritative pronouncements of the Australian Accounting Standards Board, Urgent Issues Group Interpretations and the 
 

Corporations Act 2001.
 

Compliance with IFRS
 

Australian Accounting Standards include Australian equivalents to International Financial Reporting Standards.
 

Compliance with AIFRSs ensures that the financial statements and notes comply with International Financial Reporting
 

Standards (IFRS).
 

Historical cost convention
 

These financial statements have been prepared under the historical cost convention.  
 

Critical accounting estimates
 

The preparation of financial statements in conformity with AIFRS requires the use of certain critical accounting estimates.
 

It also requires management to exercise its judgement in the process of applying the company’s accounting policies.   The
 

areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to
 

the financial statements, are disclosed in note 3.
 

Comparatives
 

Expenses in the income statement have been reclassified by function (by nature in prior year) as the directors believe this
 

classification provides information that is more relevant to users. Comparative information is reclassified accordingly to
 

enhance comparability.  A reconciliation of expenses classified by function as shown on the face of the income statement
 

to a disagregation of expenses classified by nature as presented in prior year financial statements is disclosed in note 7 to
 

the financial statements.
 

(b)
 

Segment reporting
 

A business segment is identified for a group of assets and operations engaged in providing products or services that are
 

subject to risks and returns that are different to those of other business segments.  A geographical segment is identified
 

when products or services are provided within a particular economic environment subject to risks and returns that are
 

different from those of segments operating in other economic environments.
 

(c)
 

Foreign currency translation
 

(i)
 

Functional and presentation currency
 

Items included in the financial statements of the company are measured using the currency of the primary economic
 

environment in which the entity operates (‘the functional currency’).  
 

(ii)
 

Transactions and balances
 

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates
 

of the transactions.  Foreign exchange gains and losses resulting from the settlement of such transactions and from the
 

translation at year end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised
 

in the income statement.
 

(d)
 

Revenue recognition
 

Revenue is measured at the fair value of the consideration received or receivable. Amounts disclosed as revenue are net
 

of returns, trade allowances, rebates and amounts collected on behalf of third parties.
 

The company recognises revenue when the amount of revenue can be reliably measured, it is probable that future
 

economic benefits will flow to the entity and specific criteria have been met for each of the company’s activities as
 

described below.  The amount of revenue is not considered to be reliably measurable until all contingencies relating to the
 

sale have been resolved.  The company bases its estimates on historical results, taking into consideration the type of
 

customer, the type of transaction and the specifics of each arrangement.
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Advanced Surgical Design & Manufacture Limited
Notes to the financial statements

30 June 2008
(continued)  

1
 

Summary of significant accounting policies (continued)
 

Revenue is recognised for the major business activities as follows:
 

(i)
 

Sale of goods
 

A sale is recorded when goods have been delivered to the customer, the customer has accepted the goods and
 

collectibility of the related receivables is probable.
 

(ii)
 

Lease income
 

Lease income from operating leases is recognised in income on a cash basis.
 

(iii)
 

Interest income
 

Interest income is recognised on a time proportion basis.When a receivable is impaired, the company reduces the carrying
 

amount to its recoverable amount, being the estimated future cash flow discounted at the original effective interest rate of
 

the instrument, and continues unwinding the discount as interest income.  Interest income on impaired loans is recognised
 

using the original effective interest rate.
 

(e)
 

Income tax
 

The income tax expense or revenue for the period is the tax payable on the current period’s taxable income based on the
 

applicable income tax rate for each jurisdiction adjusted by changes in deferred tax assets and liabilities attributable to
 

temporary differences and to unused tax losses.
 

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax bases
 

of assets and liabilities and their carrying amounts in the consolidated financial statements.  However, the deferred income
 

tax is not accounted for if it arises from initial recognition of an asset or liability in a transaction other than a business
 

combination that at the time of the transaction affects neither accounting nor taxable profit or loss.  Deferred income tax is
 

determined using tax rates (and laws) that have been enacted or substantially enacted by the reporting date and are
 

expected to apply when the related deferred income tax asset is realised or the deferred income tax liability is settled.
 

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if it is probable that
 

future taxable amounts will be available to utilise those temporary differences and losses.
 

(f)
 

Leases
 

Leases of property, plant and equipment where the company, as lessee, has substantially all the risks and rewards of
 

ownership are classified as finance leases (note 14). Finance leases are capitalised at the lease’s inception at the fair
 

value of the leased property or, if lower, the present value of the minimum lease payments.  The corresponding rental
 

obligations, net of finance charges, are included in other short-term and long-term payables.  Each lease payment is
 

allocated between the liability and finance cost.  The finance cost is charged to the income statement over the lease period
 

so as to produce a constant periodic rate of interest on the remaining balance of the liability for each period.  The property,
 

plant and equipment acquired under finance leases is depreciated over the shorter of the asset’s useful life and the lease
 

term.
 

Leases in which a significant portion of the risks and rewards of ownership are not transferred to the company as lessee
 

are classified as operating leases (note 30). Payments made under operating leases (net of any incentives received from
 

the lessor) are charged to the income statement on a straight-line basis over the period of the lease.
 

Lease income from operating leases where the company is a lessor is recognised in income on a straight-line basis over
 

the lease term.
 

(g)
 

Impairment of assets
 

Intangible assets have a definite useful life and are reviewed for impairment whenever events or changes in circumstances
 

indicate that the carrying amount may not be recoverable.  An impairment loss is recognised for the amount by which the
 

asset’s carrying amount exceeds its recoverable amount.  The recoverable amount is the higher of an asset’s fair value
 

less costs to sell and value in use.  For the purposes of assessing impairment, assets are grouped at the lowest levels for
 

which there are separately identifiable cash inflows which are largely independent of the cash inflows from other assets or
 

groups of assets (cash-generating units).  Non-financial assets that suffered an impairment are reviewed for possible
 

reversal of the impairment at each reporting date.
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Advanced Surgical Design & Manufacture Limited
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30 June 2008
(continued)  

1
 

Summary of significant accounting policies (continued)
 

(h)
 

Cash and cash equivalents
 

For cash flow statement presentation purposes, cash and cash equivalents includes cash on hand, deposits held at call
 

with financial institutions, other short-term, highly liquid investments with original maturities of three months or less that are
 

readily convertible to known amounts of cash and which are subject to an insignificant risk of changes in value, and bank
 

overdrafts.  Bank overdrafts are shown within borrowings in current liabilities on the balance sheet.
 

(i)
 

Trade receivables
 

Trade receivables are recognised at fair value  less provision for impairment.  Trade receivables are generally due for
 

settlement within 30 days.
 

Collectibility of trade receivables is reviewed on an ongoing basis.  Debts which are known to be uncollectible are written
 

off by reducing the carrying amount directly.  An allowance account (provision for impairment of trade receivables) is used
 

when there is objective evidence that the company will not be able to collect all amounts due according to the original
 

terms of the receivables.  Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or
 

financial reorganisation, and default or delinquency in payments (more than 30 days overdue) are considered indicators
 

that the trade receivable is impaired.  The amount of the impairment allowance is the difference between the asset’s
 

carrying amount and the present value of estimated future cash flows, discounted at the original effective interest rate. 
 

Cash flows relating to short-term receivables are not discounted if the effect of discounting is immaterial.  The amount of
 

the provision is recognised in the income statement in other expenses.
 

The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is
 

recognised in the income statement within 'other expenses'.  When a trade receivable is uncollectible, it is written off
 

against the allowance account for trade receivables.  Subsequent recoveries of amounts previously written off are credited
 

against other expense in the income statement.
 

(j)
 

Inventories
 

(i)  
 

Raw materials and stores, work in progress and finished goods
 

Raw materials and stores, work in progress and finished goods are stated at the lower of cost and net realisable value.
 

Cost comprises direct materials, direct labour, the use of machinery and an appropriate proportion of variable and fixed
 

overhead expenditure, the latter being allocated on the basis of normal operating capacity.  Costs of purchased inventory
 

are determined after deducting rebates and discounts.  Net realisable value is the estimated selling price in the ordinary
 

course of business less the estimated costs of completion and the estimated costs necessary to make the sale.
 

(k)
 

Property, plant and equipment
 

All property, plant and equipment is stated at historical cost less depreciation.  Historical cost includes expenditure that is
 

directly attributable to the acquisition of the items.  
 

Depreciation on other assets is calculated using either the diminishing value or straight line method to allocate their cost or
 

revalued amounts, net of their residual values, over their estimated useful lives, as follows:
 

- Manufacturing plant and equipment
 

2-20 years
 

- Office furniture and equipment
 

2.5-13.33 years
 

- Leasehold improvements
 

2.5-10 years
 

- Leased plant and equipment
 

3 years
 

- Instrument sets
 

5 years
 

  

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting date.
 

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater
 

than its estimated recoverable amount (note 1(g)).
 

Gains and losses on disposals are determined by comparing proceeds with carrying amount.  These are included in the
 

income statement.  When revalued assets are sold, it is company policy to transfer the amounts included in other reserves
 

in respect of those assets to retained earnings.
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Notes to the financial statements

30 June 2008
(continued)  

1
 

Summary of significant accounting policies (continued)
 

(l)
 

Intangible assets
 

(i)  
 

Research and development
 

Research expenditure is recognised as an expense as incurred.  Costs incurred on development projects (relating to the
 

design and testing of new or improved products) are recognised as intangible assets when it is probable that the project
 

will, after considering its commercial and technical feasibility, be completed and generate future economic benefits and its
 

costs can be measured reliably.  The expenditure capitalised comprises all directly attributable costs, including costs of
 

materials, services, direct labour and an appropriate proportion of overheads.  Other development expenditures that do not
 

meet these criteria are recognised as an expense as incurred.  Development costs previously recognised as an expense
 

are not recognised as an asset in a subsequent period. 
 

The company has only research and other development expenditure to date. 
 

(ii)  
 

Patents and website costs
 

Patents and website costs are recognised at the cost of acquisition and carried at cost less accumulated amortisation and
 

any impairment losses. These are amortised over the period in which their benefits are expected to be realised on a
 

straight-line basis, which varies from 10 to 20 years.
 

(m)
 

Trade and other payables
 

These amounts represent liabilities for goods and services provided to the company prior to the end of financial year which
 

are unpaid.  The amounts are unsecured and are usually paid within 30 days of recognition.
 

(n)
 

Borrowings
 

Borrowings are initially recognised at fair value, net of transaction costs incurred.  Borrowings are subsequently measured
 

at amortised cost.  Any difference between the proceeds (net of transaction costs) and the redemption amount is
 

recognised in the income statement over the period of the borrowings using the effective interest method.  Fees paid on
 

the establishment of loan facilities, which are not an incremental cost relating to the actual draw-down of the facility, are
 

recognised as prepayments and amortised on a straight-line basis over the term of the facility.
 

Borrowings are removed from the balance sheet when the obligation specified in the contract is discharged, cancelled or
 

expired.  The difference between the carrying amount of a financial liability that has been extinguished or transferred to
 

another party and the consideration paid, including any non-cash assets transferred or liabilities assumed, is recognised in
 

other income or other expenses.
 

Borrowings are classified as current liabilities unless the company has an unconditional right to defer settlement of the
 

liability for at least 12 months after the reporting date.
 

(o)
 

Provisions
 

Provisions for are recognised when the company has a present legal or constructive obligation as a result of past events, it
 

is probable that an outflow of resources will be required to settle the obligation and the amount has been reliably
 

estimated. Provisions are not recognised for future operating losses.
 

Provisions are measured at the present value of management's best estimate of the expenditure required to settle the
 

present obligation at the reporting date.  
 

(p)
 

Employee benefits
 

(i)
 

Wages, salaries and annual leave
 

Liabilities for wages, salaries, including non-monetary benefits, and annual leave expected to be settled within 12 months
 

of the reporting date are recognised in other payables in respect of employees' services up to the reporting date and are
 

measured at the amounts expected to be paid when the liabilities are settled.
 

(ii)
 

Long service leave
 

The liability for long service leave is recognised in the provision for employee benefits and measured as the present value
 

of expected future payments to be made in respect of services provided by employees up to the reporting date.
 

Consideration is given to expected future wage and salary levels, experience of employee departures and periods of
 

service.
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Notes to the financial statements

30 June 2008
(continued)  

1
 

Summary of significant accounting policies (continued)
 

(iii)
 

Share-based payments
 

Share-based compensation benefits are provided to employees via the Advanced Surgical Design & Manufacture Limited
 

Employee Option Plan and an employee share scheme. Information relating to these schemes is set out in note 35.
 

The fair value of options granted under the Advanced Surgical Design & Manufacture Limited Option Plan is recognised as
 

an employee benefit expense with a corresponding increase in equity.  The fair value is measured at grant date and
 

recognised over the period during which the employees become unconditionally entitled to the options.
 

The fair value at grant date is independently determined using a Black-Scholes option pricing model that takes into
 

account the exercise price, the term of the option, the impact of dilution, the share price at grant date and expected price
 

volatility of the underlying share, the expected dividend yield and the risk free interest rate for the term of the option.
 

The fair value of the options granted is adjusted to reflect market vesting conditions, but excludes the impact of any non-
 

market vesting conditions (for example, profitability and sales growth targets).  Non-market vesting conditions are included
 

in assumptions about the number of options that are expected to become exercisable.  At each reporting date, the entity
 

revises its estimate of the number of options that are expected to become exercisable. The employee benefit expense
 

recognised each period takes into account the most recent estimate.  The impact of the revision to original estimates, if
 

any, is recognised in the income statement with a corresponding adjustment to equity.
 

(q)
 

Contributed equity
 

Ordinary shares are classified as equity.
 

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

from the proceeds.  Incremental costs directly attributable to the issue of new shares or options for the acquisition of a
 

business are not included in the cost of the acquisition as part of the purchase consideration.
 

(r)
 

Goods and Services Tax (GST)
 

Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST incurred is not
 

recoverable from the taxation authority.  In this case it is recognised as part of the cost of acquisition of the asset or as part
 

of the expense.
 

Receivables and payables are stated inclusive of the amount of GST receivable or payable.  The net amount of GST
 

recoverable from, or payable to, the taxation authority is included with other receivables or payables in the balance sheet.
 

Cash flows are presented on a gross basis.  The GST components of cash flows arising from investing or financing
 

activities which are recoverable from, or payable to the taxation authority, are presented as operating cash flows.
 

(s)
 

Earnings per share
 

(i)
 

Basic earnings per share
 

Basic earnings per share is calculated by dividing the profit attributable to equity holders of the company, excluding any
 

costs of servicing equity other than ordinary shares, by the weighted average number of ordinary shares outstanding
 

during the financial year, adjusted for bonus elements in ordinary shares issued during the year.
 

(ii)
 

Diluted earnings per share
 

Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to take into account
 

the after income tax effect of interest and other financing costs associated with dilutive potential ordinary shares and the
 

weighted average number of additional ordinary shares that would have been outstanding assuming the conversion of all
 

dilutive potential ordinary shares.  
 

(t)
 

New accounting standards and interpretations
 

Certain new accounting standards and interpretations have been published that are not mandatory for 30 June 2008
 

reporting periods.  The company’s assessment of the impact of these new standards and interpretations is set out below.
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Summary of significant accounting policies (continued)
 

(i)
 

AASB 8 Operating Segments and AASB 2007-3 Amendments to Australian Accounting Standards arising from
 

AASB 8
 

AASB 8 and AASB 2007-3 are effective for annual reporting periods commencing on or after 1 January 2009.  AASB 8 will
 

result in a significant change in the approach to segment reporting, as it requires adoption of a 'management approach' to
 

reporting on the financial performance. The information being reported will be based on what the key decision-makers use
 

internally for evaluating segment performance and deciding how to allocate resources to operating segments.  The
 

company has not yet adopted AASB 8.  Application of AASB 8 may result in different segments, segment results and
 

different type of information being reported in the segment note of the financial report.  However, at this stage, it is not
 

expected to affect any of the amounts recognised in the financial statements.
 

(ii)
 

Revised AASB 123 Borrowing Costs and AASB 2007-6 Amendments to Australian Accounting Standards arising
 

from AASB 123  [AASB 1, AASB 101, AASB 107, AASB 111, AASB 116 & AASB 138 and Interpretations 1 & 12]
 

The revised AASB 123 is applicable to annual reporting periods commencing on or after 1 January 2009.  It has removed
 

the option to expense all borrowing costs and - when adopted - will require the capitalisation of all borrowing costs directly
 

attributable to the acquisition, construction or production of a qualifying asset.  No material impact on the financial report of
 

the company is expected. 
 

(iii)
 

Revised AASB 101 Presentation of Financial Statements and AASB 2007 8 Amendments to Australian Accounting
 

Standards arising from AASB 101
 

A revised AASB 101 was issued in September 2007 is applicable for annual reporting periods beginning on or after 1
 

January 2009.  It requires the presentation of a statement of comprehensive income and makes changes to the statement
 

of changes in equity, but will not affect any of the amounts recognised in the financial statements.  If an entity has made a
 

prior period adjustment or has reclassified items in the financial statements, it will need to disclose a third balance sheet
 

(statement of financial position), this one being as at the beginning of the comparative period.  The company intends to
 

apply the revised standard from 1 July 2009.  
 

(iv)
 

AASB 2008-1 Amendments to Australian Accounting Standard - Share-based Payments: Vesting Conditions and
 

Cancellations 
 

AASB 2008-1 was issued in February 2008 and will become applicable for annual reporting periods beginning on or after 1
 

January 2009.  The revised standard clarifies that vesting conditions are service conditions and performance conditions
 

only and that other features of a share-based payment are not vesting conditions.  It also specifies that all cancellations,
 

whether by the entity or by other parties, should receive the same accounting treatment.  The policy will be applied the
 

revised standard from 1 July 2009, but it is not expected to affect the accounting for the company’s share-based
 

payments. 
 

(v)
 

Improvements to Australian Accounting Standards: AASB 2008-5 and AASB 2008-6
 

In July 2008, the AASB issued a number of improvements to existing Australian Accounting Standards Standards.  The
 

amendments will generally apply to financial reporting periods commencing on or after 1 January 2009, except for some
 

changes to AASB 5 Non-current Assets Held for Sale and Discontinued Operations regarding the sale of the controlling
 

interest in a subsidiary which will apply from 1 July 2009.  The company will apply the revised standards from 1 July 2009.
 

No adjustments are expected to be necessary as the result of applying the revised rules.
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Financial risk management
 

The company's activities expose it to a variety of financial risks: market risk (including currency risk), credit risk and
 

liquidity risk.  The company's overall risk management program focuses on the unpredictability of financial markets and
 

seeks to minimise potential adverse effects on the financial performance of the company. The company uses different
 

methods to measure different types of risk to which it is exposed.  These methods include sensitivity analysis in the case
 

of interest rate, foreign exchange and other price risks and aging analysis for credit risk.
 

Risk management is carried out by financial managment of the company.  The financial management identifies, evaluates
 

and hedges financial risks in accordance with policies set by the board.  
 

The company holds the following financial instruments:
 

 
2008

 
2007

 

 $
 

$
 

   

Financial assets
   

Cash and cash equivalents
 

1,524,251
 

777,658
 

Cash on deposit
 

-
 

90,000
 

Trade and other receivables
 

1,898,590
 

1,494,409
 

 
3,422,841

 
2,362,067

 

Financial liabilities
   

Trade and other payable
 

492,742
 

301,016
 

Bank overdraft
 

-
 

12,504
 

Borrowings
 

374,890
 

2,908,484
 

Lease liability
 

390,179
 

625,672
 

 
1,257,811

 
3,847,676

 

(a)
 

Market risk
 

(i)
 

Foreign exchange risk
 

The company operates internationally and is exposed to foreign exchange risk arising from various currency exposures,
 

primarily with respect to the US dollar and British pound.
 

Foreign exchange risk arises when future commercial transactions and recognised assets and liabilities are denominated
 

in a currency that is not the entity’s functional currency and net investments in foreign operations. The risk is measured
 

using sensitivity analysis and cash flow forecasting.
 

The company has policies which manage the foreign exchange risk exposure of the company and they are monitored by
 

the board.
 

Management is in the process of establishing a detailed Treasury Management Policy to effectively manage foreign
 

currency risks as ASDM expands further into foreign markets.
 

The company’s exposure to foreign currency risk at the reporting date was as follows:
 

 
30 June 2008

 
30 June 2007

 
 

GBP
 

USD
 

GBP
 

USD
 

 
    

Trade receivables
 

323,037
 

4,368
 

792
 

21,418
 

Trade payables
 

(19,930)
 

(49,873)
 

-
 

(21,504)
 

Net exposure
 

303,107
 

(45,505)
 

792
 

(86)
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Financial risk management (continued)
 

Entity sensitivity 
 

Based on the financial instruments held at 30 June 2008, had the Australian dollar weakened/strengthened by 10%
 

against the British Pound with all other variables held constant, the entity's post-tax profit for the year would have been
 

$74,370 higher/$68,848 lower, with no direct impact on equity, (2007: Nil), mainly as a result of foreign exchange
 

gains/losses on translation of British Pound denominated financial instruments as detailed in the above table. Profit is
 

more sensitive to movements in the Australian dollar/British Pound exchange rates in 2008 than 2007 because of
 

increased amount of British Pound denominated receivables. 
 

The group's exposure to other foreign exchange movements is not material. 
 

(ii)
 

Price risk
 

The company is not exposed to equity securities price risk.
 

(iii)
 

Cash flow and fair value interest rate risk
 

ASDM's main interest rate risk arises from liabilities bearing variable interest rates as the company intends to hold fixed
 

rate liabilities to maturity.
 

As at the reporting date, the company had the following variable rate borrowings outstanding:
 

 
30 June 2008

 
30 June 2007

 

 
Weighted

 

average
 

interest rate
 

Balance
 

Weighted
 

average
 

interest rate 
 

Balance
 

 %
 

$
 

%
 

$
 

Cash and cash equivalents
 

%8.3
 

1,524,251
 

%5.8
 

777,658
 

Bank overdrafts
 

%-
 

-
 

%12.5
 

(12,504)
 

Net exposure to cash flow interest rate risk
  

1,524,251
  

765,154
 

Sensitivity 
 

At 30 June 2008, if interest rates had changed by  /+100 basis points from the year end rates with all other variables held
 

constant, post tax profit for the year would have been $17,121 lower/higher (2007: $8,677), mainly as a result of
 

higher/lower interest income from cash and cash equivalents.  
 

(b)
 

Credit risk
 

Credit risk arises from cash and cash equivalents, and deposits with banks and financial institutions, as well as credit
 

exposures to customers, including outstanding receivables and committed transactions. Generally, management assesses
 

the credit quality of the customer, taking into account its financial position, past experience and other factors. Major
 

transactions for the strategic purposes of establishing a market presence are provided with extended terms and are
 

approved by the board.
 

The majority of our customers are hospitals and credit limits are not deemed appropriate in managing our relationships in
 

this operating segment.
 

The maximum exposure to credit risk at the reporting date is the carrying amount of the financial assets being $3,422,841
 

For some trade receivables the company may also obtain security in the form of guarantees, deeds of undertaking or
 

letters of credit which can be called upon if the counterparty is in default under the terms of the agreement.
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Financial risk management (continued)
 

(c)
 

Liquidity risk
 

Prudent liquidity risk management implies maintaining sufficient cash and cash equivalents, the availability of funding
 

through an adequate credit facility and the ability to close out market positions.
 

The company manages liquidity risk by monitoring forecast cash flows and ensuring that adequate unutilised borrowing
 

facilities are maintained.
 

Surplus funds are only invested in instruments that are tradable in highly liquid markets.
 

The company has access to undrawn borrowing facilities which may be drawn at any time.
 

Financing arrangements 
 

The company had access to the following undrawn borrowing facilities at the reporting date:
 

  
Parent entity

 
   

2008
 

2007
 

 
  

$
 

$
 

Floating rate
     

- Expiring within one year (bank overdraft and bill
 

facility)
   

250,000
 

250,000
 

The bank overdraft facilities may be drawn at any time and is subject to an annual review by the bank. 
 

Maturities of financial liabilities 
 

The tables below analyse the company’s financial liabilities into relevant maturity groupings based on the remaining period
 

at the reporting date to the contractual maturity date.  The amounts disclosed in the table are the contractual undiscounted
 

cash flows.
 

At 30 June 2008
 

Less than
 

2 months
 2 - 12

 

months
 Between 1

 

and 2
 

years
 

Between
 

2 and 5
 

years
 

Over 5
 

years
 Total

 

contractual
 

cash flows
 

Carrying
 

Amount
 

liabilities
 

 $
 

$
 

$
 

$
 

$
 

$
 

$
 

Non-interest bearing
        

Trade payables
 

386,387
 

10,051
 

-
 

-
 

-
 

396,438
 

396,438
 

Other payables to be settled by
 

cash/financial assets
 

96,304
 

-
 

-
 

-
 

-
 

96,304
 

96,304
 

Total non-interest bearing
 

482,691
 

10,051
 

-
 

-
 

-
 

492,742
 

492,742
 

Fixed rate
        

Hire purchase
 

24,739
 

350,151
 

-
 

-
 

-
 

374,890
 

374,890
 

Lease (current)
 

55,269
 

110,538
 

165,807
 

-
 

-
 

331,614
 

331,614
 

Lease (non-current)
 

-
 

-
 

-
 

37,155
 

21,410
 

58,565
 

58,565
 

Total fixed rate
 

80,008
 

460,689
 

165,807
 

37,155
 

21,410
 

765,069
 

765,069
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Financial risk management (continued)
 

At 30 June 2007
 

Less than 2
 

months
 2 - 6

 

months
 6-12

 

months
 Between

 

1 and 2
 

years
 

Over 2
 

years
 Total

 

contractual
 

cash flows
 

Carrying
 

Amount
 

liabilities
 

 $
 

$
 

$
 

$
 

$
 

$
 

$
 

Non-interest bearing
        

Trade payables
 

152,835
 

1,493
 

-
 

-
 

-
 

154,328
 

154,328
 

Other payables to be settled by
 

cash/financial assets
 

146,688
 

-
 

-
 

-
 

-
 

146,688
 

146,688
 

Total non-interest bearing
 

299,523
 

1,493
 

-
 

-
 

-
 

301,016
 

301,016
 

Variable rate
        

Bank overdraft
 

12,504
 

-
 

-
 

-
 

-
 

12,504
 

12,504
 

Total variable rate
 

12,504
 

-
 

-
 

-
 

-
 

12,504
 

12,504
 

Fixed rate
        

Lease (current)
 

61,794
 

123,589
 

185,383
 

-
 

-
 

370,766
 

370,766
 

Lease (non-current)
 

32,724
 

65,447
 

98,171
 

58,564
 

-
 

254,906
 

254,906
 

Borrowings
 

2,405,599
 

51,198
 

76,797
 

187,445
 

187,445
 

2,908,484
 

2,908,484
 

Total fixed rate
 

2,500,117
 

240,234
 

360,351
 

246,009
 

187,445
 

3,534,156
 

3,534,156
 

All liabilities are non-derivatives.
 

(d)
 

Fair value estimation
 

The fair value of financial assets and financial liabilities must be estimated for recognition and measurement or for
 

disclosure purposes.
 

The carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair
 

values due to their short term nature.  The fair value of financial liabilities for disclosure purposes is estimated by
 

discounting the future contractual cash flows at the current market interest rate that is available to the company for similar
 

financial instruments.
 

3
 

Critical accounting estimates and judgements
 

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including
 

expectations of future events that may have a financial impact on the entity and that are believed to be reasonable under
 

the circumstances.
 

(a)
 

Critical accounting estimates and assumptions
 

The company makes estimates and assumptions concerning the future.  The resulting accounting estimates will, by
 

definition, seldom equal the related actual results.  The estimates and assumptions that have a significant risk of causing a
 

material adjustment to the carrying amounts of assets and liabilities within the next financial year are discussed below.
 

(i)
 

Useful lives of property, plant and equipment and intangibles
 

The company has self assessed the useful life of property plant and equipment and intangibles, in accordance with the
 

accounting policy stated in note 1(k).These useful lives are based on industry experience and knowledge of the key
 

management personnel of the company.
 

(ii)
 

Inventories
 

The company currently has made the estimates with regards to the standard costing used to value finished goods and
 

work in progress. This involves calculating the average machine and employee cost per hour and average time required to
 

complete each stage of the manufacturing process. The company has also estimated the overhead allocation between
 

administration expense and costs of goods sold based on the floor space of the buildings held under operating lease.
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Segment information
 

(a)
 

Description of segments
 

Business segments
 

The entity operates in one segment being the design and manufacture of surgical implants.
 

Geographical segments
 

The entity operates in one geographical segment being Australia.
 

5
 

Revenue
 

 
2008

 
2007

 

 $
 

$
 

From continuing operations
 

  

Sales revenue
   

Sale of goods
 

6,815,141
 

5,552,560
 

   

Other revenue
   

Sub-lease rentals
 

154,345
 

152,562
 

Interest
 

125,341
 

22,080
 

 
279,686

 
174,642

 

 
7,094,827

 
5,727,202

 

6
 

Other income
 

 
2008

 
2007

 

 $
 

$
 

Grant income
 

-
 

108,470
 

Other income
 

350
 

1,843
 

 
350

 
110,313

 

7
 

Expenses
 

 
2008

 
2007

 

 $
 

$
 

Classification of expenses by nature
   

Purchases and cost of sales
 

2,473,148
 

2,457,910
 

Employee benefits expense
 

1,953,927
 

1,557,556
 

Depreciation and amortisation expense
 

625,359
 

655,721
 

Other expenses
 

433,715
 

98,267
 

Professional fees
 

278,909
 

337,502
 

Research and development expense
 

131,841
 

121,219
 

Travel expense
 

68,245
 

105,310
 

Rent expense
 

128,269
 

80,395
 

Insurance expense
 

199,357
 

199,526
 

Capital raising expense
 

6,006
 

199,111
 

Sales and marketing expense
 

489,261
 

70,757
 

Writedown of property, plant and equipment and intangibles
 

17,885
 

71,900
 

 
6,805,922

 
5,955,174
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Expenses (continued)
 

 
2008

 
2007

 

 $
 

$
 

Classification of expenses by function:
   

Cost of sales and purchases of consumables
 

2,931,916
 

2,581,466
 

Corporate and administration expenses
 

2,152,526
 

1,975,100
 

Quality and Research and development expenses
 

956,678
 

822,067
 

Sales and marketing expenses
 

764,802
 

576,541
 

 
6,805,922

 
5,955,174

 

Profit (loss) before income tax includes the following specific expenses:
 

  

Depreciation
   

Plant and equipment
 

395,357
 

417,120
 

Furniture and fittings
 

63,800
 

46,688
 

Motor vehicles
 

9,738
 

17,854
 

Leasehold improvements
 

34,303
 

59,064
 

Make good 
 

20,000
 

-
 

Instrument sets
 

71,178
 

92,422
 

Total depreciation
 

594,376
 

633,148
 

Amortisation
   

Patents and trademarks
 

19,825
 

15,548
 

Other intangible assets
 

11,158
 

7,025
 

Total amortisation
 

30,983
 

22,573
 

Finance costs
   

Interest and finance charges paid/payable
 

106,261
 

345,579
 

 

Net loss on disposal of property, plant and equipment
 

1,177
 

858
 

Rental expense relating to operating leases
   

Minimum lease payments
 

688,888
 

613,579
 

 

Foreign exchange gains and losses
   

Net foreign exchange losses
 

1,192
 

15,651
 

   

Share based payment expense
 

313,152
 

-
 

Write-down of property, plant and equipment and intangibles
   

Instrument sets
 

-
 

59,295
 

Leasehold improvements
 

-
 

12,605
 

Patents
 

17,885
 

-
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Income tax expense
 

(a)
 

Income tax expense/(benefit)
 

  

Current tax
 

45,106
 

(23,135)
 

Deferred tax
 

(42,117)
 

(20,283)
 

 
2,989

 
(43,418)

 

Deferred income tax (revenue) expense included in income tax expense comprises:
   

Decrease (increase) in deferred tax assets (note 15)
 

(101,331)
 

(61,994)
 

(Decrease) increase in deferred tax liabilities (note 22)
 

59,214
 

41,711
 

 
(42,117)

 
(20,283)

 

 
2008

 
2007

 

 $
 

$
 

(b)
 

Numerical reconciliation of income tax expense to prima facie tax payable
 

  

Profit/(loss) from continuing operations before income tax benefit
 

182,994
 

(463,238)
 

Tax expense/(benefit) at the Australian tax rate of 30% (2007 - 30%)
 

54,898
 

(138,971)
 

Tax effect of amounts which are not deductible (taxable) in calculating taxable income:
   

Share-based payments
 

93,946
 

71,680
 

Concessional research and development expenditure treatment
 

(28,890)
 

(15,949)
 

Amortisation of intangibles
 

-
 

1,535
 

Foreign exchange impacts
 

-
 

10,421
 

Sundry items
 

(57,777)
 

27,866
 

Benefit of tax losses of prior years recouped
 

(59,188)
 

-
 

 

Total income tax expense (benefit)
 

2,989
 

(43,418)
 

(c)
 

Amounts recognised directly in equity
 

  

Aggregate current and deferred tax arising in the reporting period and not recognised in
 

net profit or loss but directly credited to equity
   

Net deferred tax - credited directly to equity (notes 15 and 22)
 

172,836
 

50,284
 

 
172,836

 
50,284

 

9
 

Current assets - Cash and cash equivalents
 

 
2008

 
2007

 

 $
 

$
 

   

Cash at bank and in hand
 

1,524,251
 

777,658
 

(a)
 

Reconciliation to cash at the end of the year
 

The above figures are reconciled to cash at the end of the financial year as shown in the statement of cash flows as
 

follows:
 

 
2008

 
2007

 

 $
 

$
 

   

Balances as above
 

1,524,251
 

777,658
 

Bank overdrafts (note 19)
 

-
 

(12,504)
 

Balances per statement of cash flows
 

1,524,251
 

765,154
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Current assets - Cash and cash equivalents (continued)
 

(b)
 

Interest rate risk exposure
 

The company’s and the parent entity’s exposure to interest rate risk is discussed in note 2.
 

The maximum exposure to credit risk at the reporting date is the carrying amoutn of each class of cash and cash
 

equivalent mentioned above. 
 

(c)
 

Fair value
 

The carrying amount for cash and cash equivalents equals the fair value.
 

10
 

Current assets - Trade and other receivables
 

 
2008

 
2007

 

 $
 

$
 

Trade receivables
 

1,893,071
 

1,494,409
 

Other receivables
 

5,519
 

-
 

Prepayments
 

65,374
 

70,637
 

 
1,963,964

 
1,565,046

 

(a)
 

Impaired trade receivables
 

As at 30 June 2008 the directors were not aware of any receivables that were impaired (2007 - Nil). 
 

(b)
 

Past due but not impaired
 

As of 30 June 2008, trade receivables of $408,970 (2007 - $695,898) were past due but not impaired.  These relate to
 

number of independent customers for whom there is no recent history of default.  The ageing analysis of these trade
 

receivables is as follows:
 

 
2008

 
2007

 

 $
 

$
 

Overdue
   

30 to 60 days
 

362,031
 

500,816
 

60 to 120 days
 

18,609
 

28,068
 

Over 120 days
 

28,330
 

167,014
 

 
408,970

 
695,898

 

The other classes within trade and other receivables do not contain impaired assets and are not past due. The company
 

does not hold any collateral in relation to these receivables. 
 

(c)
 

Cash on deposit
 

The cash deposits held in the piror year bore floating interest rates of between  5.5% and 6.05% per annum.  These
 

deposits had an average period to repricing of between 90 and 150 days.
 

(d)
 

Foreign exchange and interest rate risk
 

Information about the company’s exposure to exposure to foreign currency risk and interest rate risk in relation to trade
 

and other receivables is provided in note 2.
 

(e)
 

Fair value and credit risk
 

Due to the short-term nature of these receivables, their carrying amount is assumed to approximate their fair value.
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Current assets - Inventories
 

 
2008

 
2007

 

 $
 

$
 

   

Raw materials at cost
 

663,728
 

690,978
 

Work in progress at cost
 

464,359
 

429,350
 

Finished goods at lower of cost and net realisable value
 

1,581,786
 

1,643,732
 

 
2,709,873

 
2,764,060

 

(a)
 

Inventory expense
 

Write-off of inventories are recognised as an expense during the year ended 30 June 2008 amounted to $122,160 (2007:
 

$23,082).  The expense has been included in ‘cost of sales’ in the income statement.
 

12
 

Current assets - Current tax receivables
 

 
2008

 
2007

 

 $
 

$
 

Tax receivable
 

-
 

44,310
 

13
 

Current assets - Other current assets
 

 
2008

 
2007

 

 $
 

$
 

Deferred expenditures
 

-
 

116,608
 

Cash on deposit
 

-
 

90,000
 

 
-

 
206,608
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Non-current assets - Property, plant and equipment
 

 Plant and
 

equipment
 Furniture and

 

fixtures
 

Motor vehicles
 Leasehold

 

improvements
 Leased plant

 

& equipment
 

Make good
 Instrument

 

sets
 

Total
 

$
 

$
 

$
 

$
 

$
 

$
 

$
 

$
 

At 1 July 2006
         

Cost
 

6,376,426
 

540,018
 

-
 

267,085
 

36,494
 

-
 

296,211
 

7,516,234
 

Accumulated depreciation
 

(2,899,903)
 

(405,453)
 

-
 

(28,510)
 

(17,639)
 

-
 

(199,250)
 

(3,550,755)
 

Net book amount
 

3,476,523
 

134,565
 

-
 

238,575
 

18,855
 

-
 

96,961
 

3,965,479
 

Year ended 30 June 2007
         

Opening net book amount
 

3,476,523
 

134,565
 

-
 

238,575
 

18,855
 

-
 

96,961
 

3,965,479
 

Additions
 

38,611
 

45,014
 

53,460
 

11,012
 

-
 

-
 

399,261
 

547,358
 

Disposals
 

-
 

-
 

(8,519)
 

-
 

-
 

-
 

-
 

(8,519)
 

Impairment charge recognised in profit and loss
 

-
 

-
 

-
 

(12,605)
 

-
 

-
 

(59,295)
 

(71,900)
 

Transfers in/(out)
 

18,855
 

-
 

-
 

-
 

(18,855)
 

-
 

-
 

-
 

Depreciation charge
 

(417,120)
 

(46,688)
 

(17,854)
 

(59,064)
 

-
 

-
 

(92,422)
 

(633,148)
 

Closing net book amount
 

3,116,869
 

132,891
 

27,087
 

177,918
 

-
 

-
 

344,505
 

3,799,270
 

At 1 July 2007
         

Cost
 

6,586,523
 

448,330
 

38,280
 

262,769
 

-
 

-
 

640,715
 

7,976,617
 

Accumulated depreciation
 

(3,469,654)
 

(315,439)
 

(11,193)
 

(84,851)
 

-
 

-
 

(296,210)
 

(4,177,347)
 

Net book amount
 

3,116,869
 

132,891
 

27,087
 

177,918
 

-
 

-
 

344,505
 

3,799,270
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Non-current assets - Property, plant and equipment (continued)
 

 Plant and
 

equipment
 Furniture and

 

fixtures
 

Motor vehicles
 Leasehold

 

improvements
 Leased plant

 

& equipment
 

Make good
 Instrument

 

sets
 

Total
 

$
 

$
 

$
 

$
 

$
 

$
 

$
 

$
 

Year ended 30 June 2008
         

Opening net book amount
 

3,116,869
 

132,891
 

27,087
 

177,918
 

-
 

-
 

344,505
 

3,799,270
 

Additions
 

114,438
 

303,446
 

-
 

15,435
 

-
 

250,918
 

347,784
 

1,032,021
 

Disposals
 

(1,422)
 

-
 

-
 

-
 

-
 

-
 

(64,779)
 

(66,201)
 

Transfers in/(out)
 

(123,092)
 

123,092
 

-
 

-
 

-
 

-
 

-
 

-
 

Depreciation charge
 

(395,357)
 

(63,800)
 

(9,738)
 

(34,303)
 

-
 

(20,000)
 

(71,178)
 

(594,376)
 

Closing net book amount
 

2,711,436
 

495,629
 

17,349
 

159,050
 

-
 

230,918
 

556,332
 

4,170,714
 

At 30 June 2008
         

Cost
 

6,514,847
 

881,454
 

38,280
 

278,204
 

-
 

250,918
 

923,720
 

8,887,423
 

Accumulated depreciation
 

(3,803,411)
 

(385,825)
 

(20,931)
 

(119,154)
 

-
 

(20,000)
 

(367,388)
 

(4,716,709)
 

Net book amount
 

2,711,436
 

495,629
 

17,349
 

159,050
 

-
 

230,918
 

556,332
 

4,170,714
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Non-current assets - Property, plant and equipment (continued)
 

(a)
 

Leased assets
 

Plant and equipment includes the following amounts where the company is a lessee under a finance lease:
 

 
2008

 
2007

 

 $
 

$
 

Leased equipment
   

Cost
 

2,878,091
 

2,612,655
 

Accumulated depreciation
 

(1,223,468)
 

(1,197,395)
 

Net book amount
 

1,654,623
 

1,415,260
 

15
 

Non-current assets - Deferred tax assets
 

 
2008

 
2007

 

 $
 

$
 

The balance comprises temporary differences attributable to:
 

  

Tax losses *
 

215,130
 

247,455
 

Other provisions and accruals
 

247,167
 

113,512
 

Share issue expenses
 

223,121
 

50,284
 

Net deferred tax assets
 

685,418
 

411,251
 

Movements:
 

  

Opening balance at 1 July
 

411,251
 

298,973
 

Credited/(charged) to the income statement (note 8)
 

101,331
 

61,994
 

Credited/(charged) to equity
 

172,836
 

50,284
 

Closing balance at 30 June
 

685,418
 

411,251
 

Deferred tax assets to be recovered within 12 months
 

-
 

-
 

Deferred tax assets to be recovered after more than 12 months
 

685,418
 

411,251
 

 
685,418

 
411,251
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Non-current assets - Intangible assets
 

 

Patents,
 

trademarks
 

and other
 

rights
 Website

 

design
 

Total
 

$
 

$
 

$
 

At 1 July 2006
    

Cost
 

71,174
 

30,066
 

101,240
 

Accumulated amortisation
 

(5,228)
 

(16,038)
 

(21,266)
 

Net book amount
 

65,946
 

14,028
 

79,974
 

Year ended 30 June 2007
    

Opening net book amount
 

65,946
 

14,028
 

79,974
 

Additions
 

140,358
 

11,678
 

152,036
 

Amortisation charge
 

(15,548)
 

(7,025)
 

(22,573)
 

Closing net book amount
 

190,756
 

18,681
 

209,437
 

At 30 June 2007
    

Cost
 

211,532
 

41,744
 

253,276
 

Accumulated amortisation
 

(20,776)
 

(23,063)
 

(43,839)
 

Net book amount
 

190,756
 

18,681
 

209,437
 

Year ended 30 June 2008
    

Opening net book amount
 

190,756
 

18,681
 

209,437
 

Additions
 

94,106
 

22,442
 

116,548
 

Impairment charge 
 

(17,885)
 

-
 

(17,885)
 

Amortisation charge
 

(19,825)
 

(11,158)
 

(30,983)
 

Closing net book amount
 

247,152
 

29,965
 

277,117
 

At 30 June 2008
    

Cost
 

287,752
 

64,186
 

351,938
 

Accumulated amortisation
 

(40,600)
 

(34,221)
 

(74,821)
 

Net book amount
 

247,152
 

29,965
 

277,117
 

17
 

Non-current assets - Other non-current assets
 

 
2008

 
2007

 

 $
 

$
 

Other receivables
 

248,390
 

88,909
 

18
 

Current liabilities - Trade and other payables
 

 
2008

 
2007

 

 $
 

$
 

Trade payables
 

415,258
 

154,328
 

Employee benefits - annual leave
 

218,188
 

161,021
 

Accrued expenses
 

172,552
 

231,034
 

Other payables*
 

156,512
 

180,464
 

 
962,510

 
726,847

 

* Other payables includes superannuation payable, PAYG withholding and deferred rent incentive.
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Current liabilities - Trade and other payables (continued)
 

(a)
 

Risk exposure
 

Information about the company's exposure to foreign exchange risk is provided in note 2.
 

19
 

Current liabilities - Borrowings
 

 
2008

 
2007

 

 $
 

$
 

Secured
   

Bank overdrafts
 

-
 

12,504
 

Bank loans
 

374,890
 

-
 

Lease liabilities (note 30)
 

331,614
 

370,766
 

Total secured current borrowings
 

706,504
 

383,270
 

Unsecured
   

Loans from related parties
 

-
 

2,380,000
 

Total unsecured current borrowings
 

-
 

2,380,000
 

Total current borrowings
 

706,504
 

2,763,270
 

(a)
 

Risk exposures
 

Details of the company's exposure to risks arising from current and non-current borrowings are set out in note 2.
 

(b)
 

Fair value disclosures
 

Details of the fair value of borrowings for the company are set out in note 21.
 

(c)
 

Security
 

Information about the security relating to each of the secured liabilities and further information on the bank overdrafts and
 

bank loans are set out in note 21.
 

20
 

Current liabilities - Provisions
 

 
2008

 
2007

 

 $
 

$
 

Employee benefits - long service leave
 

54,870
 

-
 

21
 

Non-current liabilities - Borrowings
 

 
2008

 
2007

 

 $
 

$
 

Secured
   

Bank loans
 

-
 

528,484
 

Lease liabilities (note 30)
 

58,565
 

254,906
 

Total non-current borrowings
 

58,565
 

783,390
 

(a)
 

Secured liabilities and assets pledged as security 
 

The total secured liabilities (current and non-current) are as follows:
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Non-current liabilities - Borrowings (continued)
 

   

Bank loan
 

374,890
 

540,988
 

Lease liabilities
 

390,179
 

625,672
 

Total secured liabilities
 

765,069
 

1,166,660
 

The carrying amounts of assets pledged as security for current and non-current borrowings are:  
 

  
2008

 
2007

 

 Notes
 

$
 

$
 

Current -
    

Floating charge
    

Cash and cash equivalents
 

9
 

1,524,251
 

777,658
 

Receivables
 

10
 

1,893,071
 

1,494,409
 

Total current assets pledged as security
  

3,417,322
 

2,272,067
 

Non-current
    

Hire Purchase
    

Plant and equipment
 

14
 

1,654,623
 

1,415,260
 

Total assets pledged as security
 

5,071,945
 

3,687,327
 

(b)
 

Fair value
 

The carrying amounts and fair values of borrowings at balance date are the same for all categories.
 

 
At

 
At

 
 

30 June
 

30 June
 

 
2008

 
2007

 

 Carrying
 

amount
 

Fair value
 Carrying

 

amount
 

Fair value
 

 $
 

$
 

$
 

$
 

Bank overdrafts
 

-
 

-
 

12,504
 

12,504
 

Bank loans
 

374,890
 

374,890
 

528,484
 

528,484
 

Other loans
 

-
 

-
 

2,380,000
 

2,380,000
 

Lease liabilities
 

390,179
 

390,179
 

625,672
 

625,672
 

 
765,069

 
765,069

 
3,546,660

 
3,546,660

 

The fair value of borrowings equals their carrying amount, as the impact of discounting is not significant.  
 

(c)
 

Risk exposures
 

Information about the Group's and parent entity’s exposure to interest rate and foreign currency changes is provided in
 

note 2.
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Non-current liabilities - Deferred tax liabilities
 

 
2008

 
2007

 

 $
 

$
 

The balance comprises temporary differences attributable to:
 

  

Property, plant and equipment
 

114,018
 

41,335
 

Deferred expenditure
 

-
 

14,876
 

Prepayments
 

678
 

926
 

Interest receivable
 

1,655
 

-
 

Net deferred tax liabilities
 

116,351
 

57,137
 

Movements:
 

  

Opening balance at 1 July
 

57,137
 

15,426
 

Charged to the income statement (note 8)
 

59,214
 

41,711
 

Closing balance at 30 June
 

116,351
 

57,137
 

   

Deferred tax liabilities to be settled within 12 months
 

2,333
 

15,802
 

Deferred tax liabilities to be settled after more than 12 months
 

114,018
 

41,335
 

 
116,351

 
57,137

 

23
 

Non-current liabilities - Provisions
 

 
2008

 
2007

 

 $
 

$
 

Employee benefits - long service leave
 

67,017
 

159,731
 

Make good provision
 

250,918
 

-
 

 
317,935

 
159,731

 

(a)
 

Make good provision
 

The company is required to restore the leased premises to their original condition at the end of the lease terms.  A
 

provision has been recognised for the present value of the estimated expenditure required to remove any leasehold
 

improvements.  These costs have been capitalised and are amortised over the shorter of the term of the lease or the
 

useful life of the assets.
 

  

 

2008
 

 

Make good
 

provision
 

2007
 

 

Make good
 

provision
 

$
 

$
 

Non-current
   

Carrying amount at start of year
 

-
 

-
 

Charged/(credited) to the income statement
   

- additional provisions recognised
 

250,918
 

-
 

Carrying amount at end of year
 

250,918
 

-
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Contributed equity
 

 
2008

 
2007

 
2008

 
2007

 

 Shares
 

Shares
 

$
 

$
 

(a)
 

Share capital
 

    

Ordinary shares
     

Fully paid
 

35,298,996
 

25,327,636
 

9,040,169
 

5,546,508
 

(b)
 

Movements in ordinary share capital:
 

Date
 

Details
 Number of

 

shares
 Issue

 

price
 

$
 

1 July 2006
 

Opening balance
 

500,020
  

1,750,018
 

10 July 2006
 

Share split - 35.71 shares for every one share held
 

17,357,120
  

-
 

10 July 2006
 

Share placement
 

7,142,860
 

$0.35
 

2,500,000
 

13 February 2007
 

Share issue
 

2,000,000
 

$0.50
 

1,000,000
 

1 March 2007
 

Share issue
 

809,358
 

$0.50
 

404,679
 

31 March 2007
 

Share based payment
 

18,278
 

$0.50
 

9,139
 

 
Less: Transaction costs arising on share issue

 
-

  
(117,328)

 

30 June 2007
 

Balance
 

27,827,636
  

5,546,508
 

 

1 July 2007
 

Opening balance
 

27,827,636
  

5,546,508
 

25 July 2007
 

Equity settled transaction
 

80,000
 

$0.50
 

40,000
 

16 August 2007
 

Conversion of loans
 

4,150,000
 

$0.50
 

2,075,000
 

5 December 2007
 

Grant of employee shares
 

106,688
 

$0.60
 

-
 

5 December 2007
 

Initial public offering
 

3,134,672
 

$0.60
 

1,880,803
 

 
Less: Transaction costs arising on share issue

   
(502,142)

 

30 June 2008
 

Balance
 

35,298,996
  

9,040,169
 

(c)
 

Ordinary shares
 

Ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of the company in proportion
 

to the number of and amounts paid on the shares held. Ordinary shares do not have a par value. 
 

On a show of hands every holder of ordinary shares present at a meeting in person or by proxy, is entitled to one vote, and
 

upon a poll each share is entitled to one vote.
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Contributed equity (continued)
 

(d)
 

Capital risk management
 

The company's objectives when managing capital are to safeguard their ability to continue as a going concern, so they can
 

continue to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital
 

structure to reduce the cost of capital.
 

The group's strategy is to use equity to finance its projects. In order to maintain or adjust the capital structure, the
 

company may adjust the amount of dividends paid to shareholders, return capital to shareholders, issue new shares or sell
 

assets to reduce debt.
 

 

   
2008

 
2007

 

 
  

$
 

$
 

     

Total borrowings (notes: 18, 19, 21)
   

1,727,579
 

3,623,507
 

Less: cash and cash equivalents (note: 9)
   

(1,524,251)
 

(777,658)
 

Net debt
   

203,328
 

2,845,849
 

Total equity
   

9,362,992
 

5,376,174
 

Total capital
   

9,566,320
 

8,222,023
 

Gearing ratio
   

%0.2
 

%34.6
 

25
 

Reserves and retained profit /(accumulated losses)
 

 
2008

 
2007

 

 $
 

$
 

(a)
 

Reserves
 

  

Share-based payments reserve
 

313,152
 

-
 

 
313,152

 
-

 

 
2008

 
2007

 

 $
 

$
 

Movements:
 

  

Share-based payments reserve
   

Balance 1 July
 

-
 

-
 

Option expense
 

249,139
 

-
 

Employee share plan expense
 

64,013
 

-
 

Balance 30 June
 

313,152
 

-
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Reserves and retained profit /(accumulated losses) (continued)
 

(b)
 

Retained profits (accumulated losses)
 

Movements in retained profits (accumulated losses) were as follows:
 

 
2008

 
2007

 

 $
 

$
 

Opening (accumulated losses)/retained earnings
 

(170,334)
 

249,486
 

Net profit (loss) for the year
 

180,005
 

(419,820)
 

Balance 30 June
 

9,671
 

(170,334)
 

(c)
 

Nature and purpose of reserves
 

Share-based payments reserve
 

The share-based payments reserve is used to recognise:
 

• the fair value of options issued to employees but not exercised
 

• the fair value of shares issued to employees
 

26
 

Franking credits
 

No dividends have been declared for 2008 (2007 - Nil). 
 

 

 
2008

 
2007

 

 $
 

$
 

Franking credits available for subsequent financial years based on a tax rate of 30%
 

(2007 - 30%)
 

320,477
 

395,337
 

The above amounts represent the balance of the franking account as at the end of the financial year, adjusted for:
 

(a)
 

franking credits that will arise from the payment of the amount of the provision for income tax
 

(b)
 

franking debits that will arise from the payment of dividends recognised as a liability at the reporting date, and
 

(c)
 

franking credits that will arise from the receipt of dividends recognised as receivables at the reporting date.
 

27
 

Key management personnel disclosures
 

(a)
 

Directors
 

The following persons were directors of Advanced Surgical Design & Manufacture Limited during the financial year:
 

(i)
 

Executive directors
 

G Roger, Chief Executive Officer
 

(ii)
 

Non-executive directors
 

P Kazacos
 

W Kmet
 

P Housden resigned from the position of non-executive director on 8 August 2007.
 

(b)
 

Other key management personnel
 

The following persons also had authority and responsibility for planning, directing and controlling the activities of the
 

company, directly or indirectly, during the financial year:
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Key management personnel disclosures (continued)
 

Name
 

Position
  

Marisa Bichi
 

Company Secretary
 

Resigned 6 June 2007
 

Natalia Belimova
 

Company Secretary
 

Appointed 7 June 2007; resigned
 

7 September 2007
 

Richard Ulrick
 

Company Secretary
 

Appointed 12 September 2007
 

Tom Milicevic
 

Chief Financial Officer
 

Appointed 15 October 2007
 

 

All of the above persons were also key management persons during the year ended 30 June 2007 unless otherwise
 

stated.
 

(c)
 

Key management personnel compensation
 

 
2008

 
2007

 

 $
 

$
 

   

Short-term employee benefits
 

539,754
 

398,581
 

Post-employment benefits
 

30,148
 

24,102
 

Long-term benefits
 

5,279
 

4,947
 

Share-based payments
 

157,519
 

29,139
 

 
732,700

 
456,769

 

The company has taken advantage of the relief provided by Corporations Regulation 2M.6.04 and has transferred the
 

detailed remuneration disclosures to the directors’ report.  The relevant information can be found in sections A-C of the
 

remuneration report on pages 6 to 9.
 

(d)
 

Equity instrument disclosures relating to key management personnel
 

(i)
 

Option holdings
 

The numbers of options over ordinary shares in the company held during the financial year by each director of Advanced
 

Surgical Design & Manufacture Limited and other key management personnel of the company, including their personally
 

related parties, are set out below.
 

   

2008
 

 
 

Name
 

Balance at
 

start of the
 

year
 

Granted as
 

compen-
 

sation
 

Exercised
 Other

 

changes
 

Balance at
 

end of the
 

year
 Vested and

 

exercisable
 

Unvested
 

 

Directors of Advanced Surgical Design & Manufacture Limited
 

Peter Kazacos
 

-
 

106,000
 

-
 

-
 

106,000
 

106,000
 

-
 

Gregory James Roger
 

-
 

254,000
 

-
 

-
 

254,000
 

-
 

254,000
 

Walter Kmet
 

-
 

100,000
 

-
 

-
 

100,000
 

100,000
 

-
 

 

Other key management personnel  of the company
 

Richard Ulrick
 

-
 

-
 

-
 

-
 

-
 

-
 

-
 

Tom Milicevic
 

-
 

200,000
 

-
 

-
 

200,000
 

-
 

200,000
 

 

(ii)
 

Share holdings
 

The numbers of shares in the company held during the financial year by each director of Advanced Surgical Design &
 

Manufacture Limited and other key management personnel of the company, including their personally related parties, are
 

set out below.  
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Key management personnel disclosures (continued)
 

   

2008
 

 
 

Name
 

Balance at the
 

start of the
 

year
 

Received during
 

the year on the
 

exercise of
 

options
 Other changes

 

during the year
 

Balance at
 

the end of
 

the year
 

 

Ordinary shares
 

P Kazacos
 

572,000
 

-
 

60,142
 

632,142
 

G Roger
 

7,942,856
 

-
 

3,334
 

7,946,190
 

W Kmet
 

18,278
 

-
 

80,000
 

98,278
 

R Ulrick
 

-
 

-
 

34,334
 

34,334
 

T Milicevic
 

-
 

-
 

50,001
 

50,001
 

P Housden (resigned 8 August 2007)
 

72,000
 

-
 

(72,000)
 

-
 

   

2007
 

 
 

Name
 

Balance at the
 

start of the
 

year
 

Received during
 

the year on the
 

exercise of
 

options
 Other changes

 

during the year
 

Balance at
 

the end of
 

the year
 

 

Ordinary shares
 

P Kazacos
 

-
 

-
 

572,000
 

572,000
 

G Roger
 

225,009
 

-
 

7,717,847
 

7,942,856
 

W Kmet
 

-
 

-
 

18,278
 

18,278
 

P Welsh (resigned 16 August 2006)
 

125,005
 

-
 

4,339,280
 

4,464,285
 

P Housden
 

-
 

-
 

72,000
 

72,000
 

(e)
 

Loans from key management personnel
 

Details of shareholder loans made to the company from directors of Advanced Surgical Design & Manufacture Limited and
 

other key management personnel of the company, including their personally related parties, are set out below.
 

(i)
 

Aggregates for key management personnel
 

 

 
Balance at

 

the start of
 

the year
 

Interest paid
 

and payable
 

for the year
 Interest not

 

charged
 

Balance at
 

the end of the
 

year
 

Number of
 

loans with the
 

company at
 

the end of the
 

year
 

 $
 

$
 

$
 

$
 

 

2008
 

2,380,000
 

33,320
 

-
 

-
 

-
 

2007
 

2,380,000
 

199,920
 

-
 

2,380,000
 

4
 

Shareholders loan of $2,075,000 outstanding at 30 June 2007 was converted into ordinary shares on 16 August 2007 at
 

$0.50 per share and $305,000 paid in cash. 
 

(f)
 

Other transactions with key management personnel
 

A consultancy agreement existed until retirement as a director with Peter Housden, an ex-director, whereby he received
 

fees for consulting and training of accounting staff.
 

During the financial year Advanced Surgical Design & Manufacture Limited issued 80,000 shares to W Kmet (2007:
 

18,278) in return for services provided to the value of $40,000 (2007: $9,139).
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Remuneration of auditors
 

During the year the following fees were paid or payable for services provided by the auditor of the company, its related
 

practices and non-related audit firms:
 

 
2008

 
2007

 

 $
 

$
 

(a)
 

Audit services
 

  

PricewaterhouseCoopers Australian firm
   

Audit and review of financial reports
 

86,700
 

30,000
 

Total remuneration for audit services
 

86,700
 

30,000
 

(b)
 

Non-audit services
 

  

Audit-related services
   

PricewaterhouseCoopers Australian firm
   

Audit of regulatory returns
 

1,400
 

1,000
 

Due diligence services
 

177,845
 

-
 

Other services
 

12,000
 

4,000
 

Total remuneration for audit-related services
 

191,245
 

5,000
 

Taxation services
   

PricewaterhouseCoopers Australian firm
   

Tax compliance services
 

33,900
 

26,850
 

Tax consulting and tax advice
 

36,800
 

-
 

Due diligence services
 

70,140
 

-
 

Total remuneration for taxation services
 

140,840
 

26,850
 

29
 

Contingencies
 

(a)
 

Contingent liabilities
 

The directors are not aware of any material contingent liabilities existing at the end of the financial year.
 

30
 

Commitments
 

(i)
 

Operating leases
 

The company leases various premises under non-cancellable operating leases expiring within one year.  The leases has
 

renewal rights.  
 

 
2008

 
2007

 

 $
 

$
 

Commitments for minimum lease payments in relation to non-cancellable operating
 

leases are payable as follows:
   

Within one year
 

547,472
 

426,584
 

Later than one year but not later than five years
 

2,205,802
 

-
 

Commitments not recognised in the financial statements
 

2,753,274
 

426,584
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Commitments (continued)
 

Sub-lease payments
 

 
2008

 
2007

 

 $
 

$
 

   

Future minimum lease payments expected to be received in relation to non-cancellable
 

sub-leases of operating leases
 

246,855
 

-
 

Future minimum lease payments expected to be received in relation to non-cancellable
 

sub-leases of operating leases not recognised in the financial statements
 

246,855
 

-
 

(ii)
 

Finance leases
 

The company leases various plant and equipment with a carrying amount of $1,654,623 (2007 - $1,415,260) under finance
 

leases expiring within one to three years.  
 

 
2008

 
2007

 

 $
 

$
 

Commitments in relation to finance leases are payable as follows:
   

Within one year
 

351,139
 

436,270
 

Later than one year but not later than five years
 

62,627
 

230,310
 

Minimum lease payments
 

413,766
 

666,580
 

Less future finance charges
 

(23,587)
 

(40,908)
 

Recognised as a liability
 

390,179
 

625,672
 

Representing lease liabilities:
   

Current (note 19)
 

331,614
 

370,766
 

Non-current (note 21)
 

58,565
 

254,906
 

 
390,179

 
625,672

 

The weighted average interest rate implicit in the leases is 9.18% (2007 - 8.32%).
 

31
 

Related party transactions
 

(a)
 

Directors
 

The names of persons who were directors of the company at any time during the financial year are as follows: P Kazacos,
 

G Roger and W Kmet.  All of these persons were also directors during the year ended 30 June 2007.  In addition, P
 

Housden held office as a director until his retirement on 8 August 2007.
 

(b)
 

Key management personnel
 

Disclosures relating to key management personnel are set out in note 27.
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Related party transactions (continued)
 

(c)
 

Transactions with related parties
 

The following transactions occurred with related parties:
 

 

 
2008

 
2007

 

 $
 

$
 

Director Gregory Roger - Other transactions
   

Loan from shareholder*
 

-
 

300,000
 

Reversal of prior year management fee for Flexitron Pty Limited, a company controlled by
 

Gregory Roger
 

-
 

60,000
 

* This was an unsecured loan bearning an interest rate of 8.4% p.a.  The loan was repaid in full during the year.
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Economic dependency
 

The company depends for a significant volume of revenue on relationships with key surgeons being Dr Bartlett, Dr Cross
 

and Dr Wood. The company, however, believes that they would be able to manage the transition to another surgeon
 

should the relationship with any of these surgeons cease.
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Reconciliation of profit (loss) after income tax to net cash inflow from operating activities
 

 
2008

 
2007

 

 $
 

$
 

Profit (loss) for the year
 

180,005
 

(419,820)
 

Depreciation and amortisation
 

614,201
 

655,721
 

Impairment of intangible assets
 

17,885
 

-
 

Capital raising expense
 

-
 

199,111
 

Non-cash employee benefits expense - share-based payments
 

313,152
 

-
 

Net (gain) loss on sale of non-current assets
 

1,177
 

-
 

Write-down of property plant and equipment
 

-
 

71,900
 

Write-down of stock
 

122,160
 

-
 

Change in operating assets and liabilities
   

(Increase) in trade debtors and bills of exchange
 

(308,662)
 

(943,543)
 

Decrease (Increase) in inventories
 

(67,973)
 

135,343
 

Decrease in current tax assets
 

44,310
 

-
 

(Increase) decrease in deferred tax assets
 

(274,167)
 

(65,959)
 

(Increase) decrease in other operating assets
 

(43,129)
 

106,149
 

(Decrease) increase in trade creditors
 

260,930
 

(1,257,525)
 

(Decrease) increase in other operating liabilities
 

(25,268)
 

68,777
 

Increase (decrease) in deferred tax liabilities
 

59,214
 

41,711
 

Increase (decrease) in other provisions
 

170,550
 

36,744
 

Net cash (outflow) inflow from operating activities
 

1,064,385
 

(1,371,391)
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Non-cash investing and financing activities
 

 
2008

 
2007

 

 $
 

$
 

Acquisition of plant and equipment by means of finance leases
 

179,624
 

-
 

-54-
 

 



Advanced Surgical Design & Manufacture Limited
Notes to the financial statements

30 June 2008
(continued)  

35
 

Share-based payments
 

(a)
 

Employee Option Plan
 

The Company has established an Employee Share Option Plan approved by shareholders at an Extraordinary General
 

Meeting held in May 2006. In the year ending 30 June 2009, key management personnel’s long-term incentives will by way
 

of participation in the Option Plan. This long-term incentive program aligns the interests of key management personnel
 

more closely with those of ASDM shareholders and rewards sustained superior performance.
 

The objective of the Option Plan is to assist in the recruitment, reward, retention and motivation of employees of ASDM
 

while advancing the interests of the Company by affording such persons the opportunity of benefiting from increases in
 

shareholder value, thereby more closely aligning their interests with those of shareholders.
 

Conditional upon listing on the ASX, the Company agreed as part of their terms of engagement to issue 106,000 options
 

and 100,000 options, with an exercise price of $0.50 per share, that would vest immediately and expire 5 years from the
 

date of listing to each of Peter Kazacos and Walter Kmet respectively. Greg Roger holds 254,000 options with an exercise
 

price of $0.50 per share that vest on 30 June 2009 and expire on 30 June 2012. As part of the arrangement to secure his
 

services the Company’s Chief Financial Officer, Tom Milicevic was issued 200,000 options with an exercise price of $0.60
 

per share, that vest 3 years from the date of issue and expire 6 years from the date of issue.
 

Options under the Option Plan are granted for no consideration. Any options granted do not give any right to participate in
 

dividends or rights issues until shares are allotted pursuant to the exercise of the relevant option. Options granted under
 

the Plan are not transferable. 
 

Set out below are summaries of options granted under the plan:
 

Grant Date
 Expiry

 

date
 Exercise

 

price
 

Balance
 

at start
 

of the
 

year
 

Granted
 

during the
 

year
 

Exercised
 

during the
 

year
 

Expired
 

during
 

the year
 

Balance at
 

end of the
 

year
 

Vested and
 

exercisable
 

at end of
 

the year
 

   
Number

 
Number

 
Number

 
Number

 
Number

 
Number

 

2008
 

01/07/07
 

30/06/12
 

$0.50
 

-
 

254,000
 

-
 

-
 

254,000
 

-
 

01/07/07
 

05/12/12
 

$0.50
 

-
 

206,000
 

-
 

-
 

206,000
 

206,000
 

16/11/07
 

16/11/13
 

$0.60
 

-
 

200,000
 

-
 

-
 

200,000
 

-
 

30/11/07
 

30/06/11
 

$0.60
 

-
 

1,089,000
 

-
 

(66,000)
 

1,023,000
 

-
 

Total
   

-
 

1,749,000
 

-
 

(66,000)
 

1,683,000
 

206,000
 

Weighted average exercise price
 

$-
 

$0.57
 

$-
 

$0.60
 

$0.57
 

$0.50
 

The weighted average remaining contractual life of share options outstanding at the end of the period was 3.5 years. 
 

Fair value of options granted
 

The assessed fair value at grant date of options granted during the year ended 30 June 2008 was 60 cents per option. The
 

fair value at grant date is independently determined using a Black-Scholes option pricing model that takes into account the
 

exercise price, the term of the option, the impact of dilution, the share price at grant date and expected price volatility of
 

the underlying share, the expected dividend yield and the risk free interest rate for the term of the option.
 

The model inputs for options granted during the year ended 30 June 2008 included:
 

(a)
 

consideration received on granting: nil
 

(b)
 

vesting criteria: directors options vested immediately while all remaining options vest on continued employment
 

and time conditions
 

(c)
 

vesting period: 18 months - 3 years
 

(d)
 

exercisable period after vesting: 2 - 5 years
 

(e)
 

exercise price: $0.60
 

(f)
 

grant date: various - see table above
 

(g)
 

expiry date: various - see table above
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Share-based payments (continued)
 

(h)
 

share price at grant date: $0.50 and $0.60
 

(i)
 

expected price volatility of the company’s shares: 60%
 

(j)
 

expected dividend yield: nil
 

(k)
 

risk-free interest rate: 6%
 

The expected price volatility is based on the historic volatility (based on the remaining life of the options), adjusted for any
 

expected changes to future volatility due to publicly available information.
 

(b)
 

Employee share scheme
 

Upon listing on the ASX of the Company’s shares, the Company issued 106,667 shares to employees in lieu of bonuses.
 

All these shares were issued at a price of $0.60 per share.
 

 
2008

 
2007

 

 Number
 

Number
 

Number of shares issued under the plan to participating employees during the year
 

106,688
 

-
 

(c)
 

Expenses arising from share-based payment transactions
 

Total expenses arising from share-based payment transactions recognised during the period as part of employee benefit
 

expense were as follows:
 

 
2008

 
2007

 

 $
 

$
 

   

Options issued under employee option plan
 

249,139
 

-
 

Shares issued to employees via Initial Public Offering
 

64,013
 

-
 

 
313,152

 
-
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Earnings per share
 

 
2008

 
2007

 

 Cents
 

Cents
 

(a)
 

Basic earnings per share
 

  

Profit/(loss) from continuing operations attributable to the ordinary equity holders of the
 

company
 

180,005
 

(419,820)
 

Profit/(loss) attributable to the ordinary equity holders of the company
 

180,005
 

(419,820)
 

(b)
 

Diluted earnings per share
 

  

Profit/(loss) from continuing operations attributable to the ordinary equity holders of the
 

company
 

180,005
 

(419,820)
 

Profit/(loss) attributable to the ordinary equity holders of the company
 

180,005
 

(419,820)
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Earnings per share (continued)
 

(c)
 

Reconciliations of earnings used in calculating earnings per share
 

 
2008

 
2007

 

 $
 

$
 

Basic and diluted earnings per share
   

Profit/(loss) from continuing operations
 

180,005
 

(419,820)
 

Profit/(loss) from continuing operations attributable to the ordinary equity holders of the
 

company used in calculating basic earnings per share
 

180,005
 

(419,820)
 

(d)
 

Weighted average number of shares used as the denominator
 

 
2008

 
2007

 
   

Weighted average number of ordinary shares used as the denominator in calculating
 

basic earnings per share
 

33,361,332
 

25,352,317
 

Adjustments for calculation of diluted earnings per share:
   

Amounts uncalled on partly paid shares and calls in arrears
 

1,191,282
 

-
 

Weighted average number of ordinary shares and potential ordinary shares used as the
 

denominator in calculating diluted earnings per share
 

34,552,614
 

25,352,317
 

(e)
 

Information concerning the classification of securities
 

(i)
 

Options
 

Options granted to employees under the ASDM Employee Option Plan are considered to be potential ordinary shares and
 

have been included in the determination of diluted earnings per share to the extent to which they are dilutive.  The options
 

have not been included in the determination of basic earnings per share.  Details relating to the options are set out in
 

note 35.
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In the directors’ opinion:
 

(a)
 

the financial statements and notes set out on pages 19 to 57 are in accordance with the Corporations Act 2001,
 

including:
 

 
(i)

 
complying with Accounting Standards, the Corporations Regulations 2001 and other mandatory

 

professional reporting requirements; and
 

 
(ii)

 
giving a true and fair view of the company's financial position as at 30 June 2008 and of its performance

 

for the financial year ended on that date; and
 

(b)
 

there are reasonable grounds to believe that  the company will be able to pay its debts as and when they become
 

due and payable; and
 

The directors have been given the declarations by the chief executive officer and chief financial officer required by section
 

295A of the Corporations Act 2001.
 

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

Peter Kazacos
 

Director
 

Sydney
 

20 August 2008
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Independent auditor's report to the members of
 

Telephone +61 2 8266 0000
 

Advanced Surgical Design & Manufacture Limited
 

Facsimile +61 2 8266 9999
 

Report on the financial report and the AASB124 remuneration disclosures contained in the directors' report
 

We have audited the accompanying financial report of Advanced Surgical Design & Manufacture Limited (the company),
 

which comprises the balance sheet as at 30 June 2008, and the income statement, statement of changes in equity and
 

cash flow statement for the year then ended, a summary of significant accounting policies, other explanatory notes and the
 

directors' declaration.
 

We have also audited the remuneration disclosures contained in the directors' report under the heading 'Remuneration
 

Report' in pages 6-10 of the directors' report and not in the financial report. 
 

Directors' responsibility for the financial report and the AASB 124 remuneration disclosures contained in the directors'
 

report
 

The directors of the company are responsible for the preparation and fair presentation of the financial report in accordance
 

with Australian Accounting Standards (including the Australian Accounting Interpretations) and the Corporations Act 2001.
 

This responsibility includes establishing and maintaining internal control relevant to the preparation and fair presentation of
 

the financial report that is free from material misstatement, whether due to fraud or error; selecting and applying
 

appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances. In note 1, the
 

directors also state, in accordance with Accounting Standard AASB 101 Presentation of Financial Statements, that
 

compliance with the Australian equivalents to International Financial Reporting Standards ensures that the financial report,
 

comprising the financial statements and notes, complies with International Financial Reporting Standards.
 

The directors of the company are also responsible for the remuneration disclosures contained in the directors' report.
 

Auditor's responsibility
 

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our audit in
 

accordance with Australian Auditing Standards.  These Auditing Standards require that we comply with relevant ethical
 

requirements relating to audit engagements and plan and perform the audit to obtain reasonable assurance whether the
 

financial report is free from material misstatement. Our responsibility is to also express an opinion on the remuneration
 

disclosures contained in the directors' report based on our audit. 
 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
 

report. The procedures selected depend on the auditor's judgement, including the assessment of the risks of material
 

misstatement of the financial report and the remuneration disclosures contained in the director's report, whether due to
 

fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity's preparation
 

and fair presentation of the financial report in order to design audit procedures that are appropriate in the circumstances,
 

but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.  An audit also includes
 

evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by the
 

directors, as well as evaluating the overall presentation of the financial report.
 

Our procedures include reading the other information in the Annual Report to determine whether it contains any material
 

inconsistencies with the financial report.
 

For further explanation of an audit, visit our website http://www.pwc.com/au/financialstatementaudit.
 

Our audit did not involve an analysis of the prudence of business decisions made by directors or management.
 

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

Liability limited by a scheme approved under Professional Standards Legislation
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Independent auditor's report to the members of
 

Advanced Surgical Design & Manufacture Limited (continued)
 

Independence
 

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

Auditor's opinion on the financial report
 

In our opinion:
 

(a)
 

the financial report of Advanced Surgical Design & Manufacture Limited is in accordance with the Corporations
 

Act 2001, including:
 

 
(i)

 
giving a true and fair view of the company's financial position as at 30 June 2008 and of its performance

 

for the year ended on that date; and
 

 
(ii)

 
complying with Australian Accounting Standards (including the Australian Accounting Interpretations) and

 

the Corporations Regulations 2001 and
 

(b)
 

the financial report also complies with International Financial Reporting Standards as disclosed in note 1.
 

Auditor's opinion on the AASB 124 remuneration disclosures contained in the directors' report
 

In our opinion, the remuneration disclosures that are contained in pages 6of the directors’ report comply with section 300A
 

of the Corporations Act 2001. 
 

 

PricewaterhouseCoopers
 

Manoj Santiago
 

Sydney
 

Partner
 

20 August 2008
 

Liability limited by a scheme approved under Professional Standards Legislation
 

-60-
 

 

luke mcconaghey
Stamp


