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AorTech’s POLYMER HEART VALVE
TECHNOLOGY has demonstrated
durability  and hemodynamic
performance equivalent or better to

that of the current gold standard
replacement heart valves.
Additionally we believe that this
technology could bring significant
benefits to the traditional and
minimally invasive valve markets.

One of the difficulties experienced in
MEDICAL DEVICE CONSTRUCTION iS creating
a good bond between silicone rubbers
and other materials. AorTech has
developed technology which creates a
bond between the Elast-Eon™ and
silicone rubbers that is very strong i.e.,
the silicone rubber fails mechanically
before the Elast-Eon™ delaminates.



highlights

uary 2011_AorTech Enters Orthopaedic Market
Polymer Licence and Manufacturing Deal;
ember 17 2010_AorTech Polymers Significantly
bve Reliability Performance for Pacemaker
s; December 13 2010_AorTech Announces
icement of Human Use of its Header and
lation Technology in a Neurostimulation
gust 19 2010_AorTech Chief Scientific
Lecture at Medical Grade Polymers
Viay 24 2010_AorTech Announces
echnology and License Agreement for its Elast-Eon™
polymers as an integral part of a drug delivery

!{ platform for urological catheters;
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In addition to

the aortic
percutaneous
heart valve
(‘PHV’), our

mitral repairs
licensee
continues to
make progress
and is projecting
human use of this
royalty-bearing
application before
the end of
calendar year
2012.
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report of
the directors
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The Directors present their report and the audited
financial statements for the year ended 31 March 2011.

Principal Activities

Review of Business & Future Developments
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Directors & Their Interests

Substantial Shareholders

Employees




Market Risk

Currency Risk

Liquidity Risk

Interest Rate Risk
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Credit Risk

Capital Management Objectives

Payables Payment Policy

Charitable & Political Donations

Annual General Meeting

Resolutions 1 to 6






statement of
directors’ responsib

1V

lities

Auditor




corporate
governance

Directors




AORTECH INTERNATIONAL PLC

accountapillity
& audit

oA

Internal Control

Audit Committee

Audit independence

Going Concern
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Remuneration Committee

Remuneration of non-Executive Directors

Remuneration of Executive Director
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Salaries and Benefits

Performance Related Bonuses

Share Options

Pensions

Directors’ Emoluments - audited




Directors’ Interests In Shares

Directors’ Interests In Share Options
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To the Members of
AorTech International plc

Respective responsibilities of Directors and auditors

Scope of the audit of the financial statements



Opinion on financial statements

Opinion on other matter prescribed by the Companies Act 2006

Matters on which we are required to report by exception

Other matter
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consolidated
Income statement

Year ended Year ended
31 March 31 March
2011 2010
Notes fo00 fooo
Revenue 3 1,570 1,362
Other income - grants received 328 306
Cost of sales (357) (382)
Administrative expenses (2,187) (2,082)
Other expenses - development expenditure (1,333) (1,121)
Other expenses - impairment of property, plant and equipment 1 (455) -
Other expenses - amortisation of intangible assets 10 (152) (142)
Operating loss 3 (2,586) (2,059)
Finance income 7 85 136
Loss before taxation 5 (2,501) (1,923)
Taxation 8 = =
Loss attributable to equity holders of the parent company (2,501) (1,923)
Loss per share
Basic and diluted — (pence per share) 9 (51.75) (39.79)




Loss for the year

Other comprehensive income:
Exchange differences on translating foreign operations
Income tax relating to other comprehensive income

Other comprehensive income for the year, net of tax

Total comprehensive income for the year, attributable
to equity holders of the parent

consaolidateo
statement of comprehensive income

Year
ended

31 March
201

(2:501)

210

210

(2,291)

Year
ended
31 March
2010

(1.923)

1,204

1,204

(719)
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consolidated
balance sheet

31 March 31 March
2011 2010
Notes fooo fooo
Assets
Non current assets
Intangible assets 10 1,365 1,424
Property, plant and equipment 11 216 718
Total non current assets 1,581 2,142
Current assets
Inventories 12 146 150
Trade and other receivables 14 674 859
Cash and cash equivalents 15 1,381 2,885
Total current assets 2,201 3,894
Total assets 3,782 6,036
Liabilities
Current liabilities
Trade and other payables 16 (660) (623)
Total current liabilities (660) (623)
Total liabilities (660) (623)
Net assets 3,122 5,413
Equity
Issued capital 19 12,082 12,082
Share premium 19 2,340 2,340
Other reserve (2,003) (2,003)
Foreign exchange reserve 2,072 1,862
Profit and loss account (11,369) (8,868)
Total equity attributable to equity holders of the parent 3,122 5,413

The Group financial statements were approved by the Board on 28 July 2011 and were signed on its behalf by

J Pither, Chairman E McDaid, Director



consolidated

cash flow statement

Year ended Year ended
31 March 31 March
2011 2010
fo00 fooo
Cash flows from operating activities
Group loss after tax (2,501) (1,923)
Adjustments for:
Depreciation of property, plant and equipment 226 258
Impairment of property, plant and equipment 455 -
Amortisation of intangible assets 152 142
Interest income (8s5) (136)
Deferred income released - (79)
Decrease in trade and other receivables 185 (423)
Decrease in inventories 4 :
Increase in trade and other payables 37 1
Net cash flow from operating activities (1,527)
Cash flows from investing activities
Purchase of property, plant and equipment (132) (102)
Interest received 85 136
Net cash flow from investing activities (47) 34
Net decrease in cash and cash equivalents (1,574) (2,016)
Foreign exchange movements on cash held in foreign currencies 70 723
Cash and cash equivalents at beginning of year 2,885 4178
Cash and cash equivalents at end of year 1,381 2,885

26
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consolidated
statement of changes in equity

Share Foreign
Share  premium Other exchange
capital  account  reserve  reserve
fo00 fo00 fo00 fo00
Balance at 31 March 2009 12,082 2,340 (2,003) 6538
Transactions with owners
Loss for the year
Other comprehensive income
Exchange difference on translating
foreign operations S 2 = 1,204
Income tax relating to components
of other comprehensive income
Total comprehensive income for the year g = = 1,204
Balance at 31 March 2010 12,082 2340  (2,003) 1,862
Transactions with owners
Loss for the year
Other comprehensive income
Exchange difference on translating
foreign operations S 2 = 210
Income tax relating to components
of other comprehensive income
Total comprehensive income for the year - - - 210
Balance at 31 March 201 12,082 2340  (2,003) 2,072

Profit
and loss
account

fo00

(6,945)

(1.923)

(1.923)

(8,868)

(2:501)

(2,501)

(11,369)

Total

equity
foo0

6,132

(1923)

1,204

(719)

5.413

(2:501)

210

(2,291)

3,122
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Notes
to the financial statements

Basis of preparation

The Group financial statements are for the year ended 31 March 2011. They have been prepared in compliance with
International Financial Reporting Standards (IFRS) and IFRS Interpretations Committee (IFRIC) interpretations as adopted
by the European Union as at 31 March 2o11.

The Group financial statements have been prepared under the historical cost convention.

After considering the year end cash position, making appropriate enquiries and reviewing budgets, profit and cash flow
forecasts and business plans, including the costs and impact of relocating the Group's manufacturing operations from
Australia to the USA, for a period of at least 12 months from the date of signing these financial statements, the Directors
have formed a judgement at the time of approving the financial statements that there is a reasonable expectation that
the Group has more than sufficient resources to continue in operational existence for the foreseeable future. For this
reason the Directors consider that the adoption of the ‘going concern’ basis in preparing the Group financial statements
is appropriate.

The accounting policies remain unchanged from the previous year except for the adoption of IFRS 3 and IAS 27 (both
Revised 2008).

The Group has adopted IFRS 3 Business Combinations (Revised 2008) in its consolidated financial statements, and it has
been applied prospectively. The new standard has introduced changes to the accounting requirements for business
combinations, but still requires use of the purchase method. In particular, transaction costs must be expensed in the
Income Statement rather than previously when these were capitalised and dealt with as part of the acquisition accounting.
IFRS 3 Revised will be applied prospectively to business combinations for which the acquisition date is on or after 1 April
2010.

The Group has also adopted IAS 27 Consolidated and Separate Financial Statements (Revised 2008) in its consolidated
financial statements, and this has been applied prospectively, in accordance with the transitional provisions. The revised
standard introduces changes to the accounting requirements for the loss of control of a subsidiary and for changes in
the Group's interest in subsidiaries. There is no immediate effect on the Group's financial statements.

Standards, amendments and interpretations to existing standards that are not yet effective and have not been early
adopted by the Group in the 31 March 2011 financial statements.

At the date of authorisation of these consolidated financial statements, certain new standards, amendments and
interpretations to existing standards have been published but are not yet effective, and have not been adopted early by
the Group.

Management anticipates that all of the pronouncements will be adopted in the Group's accounting policies for the first period
beginning after the effective date of the pronouncement. Information on new standards, amendments and interpretations that
are expected to be relevant to the Group's financial statements is provided below. Certain other new standards and
interpretations have been issued but are not expected to have a material impact on the Group's financial statements.
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notes to the financial statements

IAS 24 (Revised 2009) Related Party Disclosures (effective 1 January 20m).
IFRIC 19 Extinquishing Financial Liabilities with Equity Instruments (effective 1 July 2010).
Disclosures - Transfers of Financial Assets - Amendments to IFRS 7 (effective 1 July 20m).

Deferred Tax: Recovery of Underlying Assets - Amendments to IAS 12 Income Taxes (effective 1 January 2012).

Principal accounting policies

Basis of consolidation

The Group financial statements consolidate those of the Company and all of its subsidiary undertakings. Subsidiaries are
entities over which the Group has the power to control the financial and operating policies so as to obtain benefits from

its activities. The Group obtains and exercises control through voting rights.

Unrealised gains on transactions between the Group and its subsidiaries are eliminated. Unrealised losses are also
eliminated unless the transaction provides evidence of an impairment of the asset transferred. Amounts reported in the
financial statements of subsidiaries have been adjusted where necessary to ensure consistency with the accounting policies

adopted by the Group.

Revenue

Revenue is measured by reference to the fair value of consideration received or receivable by the Group for goods

supplied and services provided, excluding VAT, sales between Group companies and trade discounts, as follows:

(3) Supply of materials, services and finished goods: Revenue from the supply of materials and finished goods is
recognised when the significant risks and benefits of ownership of the product have transferred to the buyer,
which may be on shipment, receipt of the goods by the customer or upon completion of the product and the
product being ready for delivery, based on the specific contract terms. Revenue from the supply of services is

recognised upon stage of completion of the service, based on the specific contract terms.

(b) Licence fees: Upfront payments in respect of licence revenues for access by third parties to the Group’s
technology are recognised as revenue once a third party has a binding contractual obligation to the Group based

on the specific contract terms and the Group has no remaining obligations to perform.

(c) Milestone payments: Milestone payments are recognised once the Group’s obligations for each milestone have

been met and the Group has achieved a right to be paid in return for their contractual performance.

(d) Royalty revenues: Royalty revenues are recognised as earned in accordance with third parties’ sales of the

underlying products.



Government grants / assistance

Government grants in respect of capital expenditure are credited to a deferred income account and are released to the
income statement on a diminishing value basis over the expected useful lives of the relevant assets. As such, a proportion
of deferred income is shown on the balance sheet as a non current liability. Government grants which are income in
nature are credited to the income statement in the same period as the related expenditure so as to match them with the
related costs which they are intended to compensate, on a systematic basis.

Interest
Interest income is the interest earned on cash or cash equivalents held with the Group’s bankers and recognised within
the period earned, accrued on a time basis by reference to the principal outstanding and at the effective rate applicable.

Employee benefits
Defined contribution pension scheme: The pension costs charged against profits are the contributions payable to the
scheme in respect of the accounting period.

Intangible assets

(a) Patents and trademarks (intellectual property):

Patents and trademarks (intellectual property) are included at cost less estimated residual amount and are amortised on
a straight line basis over their useful economic lives of 20 years, which corresponds to the lives of the individual patents.

(b) Research and development:

Research costs are expensed as incurred. An intangible asset arising from development expenditure on an individual
project is recognised only when the Group can demonstrate all of the following:

. the technical feasibility of the intangible asset so that it will be available for use or sale. In practice this will
be when the Group is satisfied that the appropriate requlatory hurdles have been or will be achieved.

. its intention to complete and its ability to use or sell the asset.

. how the asset will generate future economic benefits.

. the availability of economic resources to complete the asset.

. the ability to measure the expenditure during development.

The Group does not currently have any such internal or external development costs that qualify for capitalisation as
intangible assets.

Following the initial recognition of the development expenditure, the cost model is applied requiring the asset to be
carried at cost less any accumulated amortisation and accumulated impairment losses. Amortisation of the asset begins
when development is complete and the asset is available for use. It is amortised over the period of expected future
sales. Assets are tested for impairment when an impairment trigger occurs.

30
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notes to the financial statements

Careful judgement by the Directors is applied when deciding whether the recognition requirements for development costs
have been met. This is necessary as the economic success of any product development is uncertain and may be subject
to future technical problems at the time of recognition. Judgements are based on the information available at each balance
sheet date.

Property, plant and equipment
Property, plant and equipment is stated at cost, including any incidental costs of acquisition, net of accumulated depreciation
and any accumulated provision for impairment. No depreciation is charged until the asset is brought into use.

Disposal of assets

The gain or loss arising on the disposal of an asset is determined as the difference between the disposal proceeds and
the carrying amount of the asset and is recognised in profit or loss. The gain or loss arising from the sale or revaluation
of held for sale assets is included in "other income" or "other expense" in the income statement. Any revaluation surplus
remaining in equity on disposal of the asset is transferred to the profit and loss reserve.

Depreciation

Depreciation is calculated to write off the cost of all property, plant and equipment less estimated residual value by the
reducing balance method where it reflects the basis of consumption of the assets over their estimated useful economic
lives. The periods generally applicable are:

Leasehold property improvements: Period of lease
Plant and equipment 22 years
Fixtures and fittings 22 - 5 years

Material residual value estimates are updated as required, but at least annually.

Impairment testing of intangible assets and property, plant and equipment

For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable
cash flows (cash-generating units). As a result some assets are tested individually for impairment and some are tested
at a cash-generating unit level.

Individual assets or cash-generating units that include intangible assets with an indefinite useful life, and those intangible
assets not yet available for use are tested for impairment at least annually. All other individual assets or cash-generating
units are tested 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 or cash-generating unit's carrying amount exceeds
its recoverable amount. The recoverable amount is the higher of fair value, reflecting market conditions less costs to
sell, and value in use based on an internal discounted cash flow evaluation.All assets are subsequently reassessed for
indications that an impairment loss previously recognised may no longer exist.



Leased assets

The Group has a property lease on its facility in Melbourne and an equipment lease on a photocopier/fax printer. Both
leases are regarded as operating leases and the payments made under them are charged to profit or loss on a straight
line basis over the lease term.

Inventories

Inventories are stated at the lower of cost and net realisable value. Costs of ordinarily interchangeable items are assigned
using the first in, first out cost formula. Cost includes materials, direct labour and an attributable proportion of
manufacturing overheads based on normal levels of activity. Net realisable value is based on estimated selling prices
less any further costs expected to be incurred to completion and disposal.

Financial assets
Financial assets fall into the following category: Loans and receivables.

All financial assets are recognised when the Group becomes a party to the contractual provisions of the instrument.
Financial assets are recognised at fair value plus transaction costs.

Trade and other receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market. Trade and other receivables are measured subsequent to initial recognition at amortised cost using
the effective interest method, less provision for impairment. Any change in their value through impairment or reversal

of impairment is recognised in profit or loss.

Provision against trade receivables is made when there is objective evidence that the Group will not be able to collect
all amounts due to it in accordance with the original terms of those receivables. The amount of the write-down is
determined as the difference between the asset's carrying amount and the present value of estimated future cash flows
discounted at the original effective interest rate. An assessment for impairment is undertaken at least at each balance

sheet date.

Cash and cash equivalents comprise cash on hand and demand deposits together with other short-term, highly liquid
investments that are readily convertible into known amounts of cash and which are subject to an insignificant risk of

changes in value.
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notes to the financial statements

Financial liabilities
Financial liabilities fall into the following category: Financial liabilities at amortised cost

Financial liabilities are obligations to pay cash or other financial assets and are recognised when the Group becomes a
party to the contractual provisions of the instrument. All financial liabilities are recorded initially at fair value, net of
direct issue costs.

Al financial liabilities are subsequently recorded at amortised cost using the effective interest method, with interest
related charges recognised as an expense in finance cost in the income statement. Finance charges, including premiums
payable on settlement or redemption and direct issue costs, are charged to the income statement on an accruals basis
using the effective interest method and are added to the carrying amount of the instrument to the extent that they are
not settled in the period in which they arise.

A financial liability is derecognised only when the obligation is extinquished, that is, when the obligation is discharged
or cancelled or expires.

Taxation
Current tax is the tax currently payable based on taxable profit for the accounting period.

Deferred taxes are calculated using the liability method on temporary differences. Deferred tax is generally provided on
the difference between the carrying amounts of assets and liabilities and their tax bases. However, deferred tax is not
provided on the initial recognition of goodwill, nor on the initial recognition of an asset or liability unless the related
transaction is a business combination or affects tax or accounting profit. Deferred tax on temporary differences associated
with shares in subsidiaries is not provided if reversal of these temporary differences can be controlled by the Group and
it is probable that reversal will not occur in the foreseeable future. In addition, tax losses available to be carried forward
as well as other income tax credits to the Group are assessed for recognition as deferred tax assets.

Deferred tax liabilities are provided in full, with no discounting. Deferred tax assets are recognised to the extent that it
is probable that the underlying deductible temporary differences will be able to be offset against future taxable income.
Current and deferred tax assets and liabilities are calculated at tax rates that are expected to apply to their respective
period of realisation, provided they are enacted or substantively enacted at the balance sheet date.

Changes in deferred tax assets or liabilities are recognised as a component of tax expense in profit or loss, except where
they relate to items that are charged or credited directly to equity in which case the related deferred tax is also charged
or credited directly to equity. Tax which relates to items recognised in other comprehensive income is recognised in

other comprehensive income.



Equity
Equity comprises the following:

. “Share capital” represents the nominal value of equity shares.

. "Share premium" represents the excess over nominal value of the fair value of cash consideration received for
equity shares, net of expenses of the share issue.

. "Other reserve" represents the difference arising on consolidation between the nominal value of AorTech
International Plc shares issued (£3,206,884) and the nominal value of AorTech Biomaterials Limited (formerly
AorTech Europe Limited) shares acquired (£1,001,884) and the associated share premium account (£201,857) in
the company. This acquisition was prior to the transition to IFRS.

. "Foreign exchange reserve" represents the differences arising from translation of net investments in overseas
subsidiaries.
. "Profit and loss account” represents retained profits.

Share based employee compensation
The Group operates equity settled share based compensation plans for the remuneration of its employees.

All employee services received in exchange for the grant of any share based compensation are measured at their fair
values. These are indirectly determined by reference to the fair value of the share option awarded. Their value is
appraised at the grant date and excludes the impact of any non-market vesting conditions (e.g. profitability or sales
growth targets).

All share based compensation, where material, is ultimately recognised as an expense in the income statement with a
corresponding credit to the other reserve, net of deferred tax where applicable. If vesting periods or other vesting
conditions apply, the expense is allocated over the vesting period, based on the best available estimate of the number
of shares options expected to vest. Non market vesting conditions are included in assumptions about the number of
options that are expected to become exercisable. Estimates are subsequently revised if there is any indication that the
number of share options expected to vest differs from previous estimates. No adjustment to expense recognised in prior
periods is made if fewer share options ultimately are exercised than originally estimated.

Upon exercise of share options, the proceeds received, net of any directly attributable transaction costs, up to the
nominal value of the shares issued are allocated to share capital with any excess being recorded as share premium. At
this time, the appropriate balance in the other reserve relating to the share options exercised is transferred to retained
earnings by way of a transfer within reserves.
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notes to the financial statements

Foreign currencies

Items included in the financial statements of each of the Group’s entities are measured using the currency of the primary
economic environment in which the entity operates (the functional currency). The Company’s functional currency and
the Group’s presentational currency is Sterling.

Transactions in foreign currencies are translated at the exchange rate ruling at the date of the transaction. Monetary
assets and liabilities in foreign currencies are translated at the rates of exchange ruling at the balance sheet date.
Non-monetary items that are measured at historical cost in a foreign currency are translated at the exchange rate at the
date of the transaction. Non-monetary items that are measured at fair value in a foreign currency are translated using
the exchange rates at the date when the fair value was determined.

Any exchange differences arising on the settlement of monetary items or on translating monetary items at rates different
from those at which they were initially recorded are recognised in profit or loss in the period in which they arise.
Exchange differences on non-monetary items are recognised in other comprehensive income to the extent that they relate
to a gain or loss on that non-monetary item taken to other comprehensive income, otherwise such gains and losses are
recognised in the profit or loss.

The assets and liabilities in the financial statements of foreign subsidiaries are translated at the rate of exchange ruling
at the balance sheet date. Income and expenses are translated at the average of exchange rates in force at the end of
each month of the reporting period. All resulting exchange differences are recognised in other comprehensive income
and accumulated in a separate component of equity. On disposal of a foreign operation the cumulative translation
differences (including, if applicable, gains and losses on related hedges) are reclassified from equity to profit or loss as
a reclassification adjustment as part of the gain or loss on disposal.

The Group has taken advantage of the exemption in IFRS 1 and has deemed cumulative translation differences for all
foreign operations to be nil at the date of transition to IFRS. The gain or loss on disposal of these operations excludes
translation differences that arose before the date of transition to IFRS and includes later translation differences.



Use of accounting estimates and judgements

Many of the amounts included in the financial statements involve the use of judgement and/or estimation. These

judgements and estimates are based on management’s best knowledge of the relevant facts and circumstances, having

regard to prior experience, but actual results may differ from the amounts included in the financial statements.

Information about such judgements and estimation is contained in the accounting policies and/or the notes to the financial

statements and the key areas are summarised below:

Judgements in applying accounting policies:

(@

Capitalisation of development costs requires detailed analysis of the technical feasibility and commercial viability
of the project. To date the Group has written off all such development costs because the specific criteria for
capitalisation have not been met, although the Board reqularly reviews this judgement in respect of specific
development projects.

The Directors must judge whether future profitability is likely in making the decision whether or not to create
a deferred tax asset. At this stage the timing of future profits is insufficiently certain to warrant inclusion of a
deferred tax asset.

[dentification of functional currencies requires analysis of the economic environments of the subsidiaries of the
Group and the selection of the presentational currency must reflect the requirements of the users of those

statements.

Revenue recognition requires the Directors to assess the terms of contracts and to determine whether specific
obligations have been met before recognising revenue in relation to licence fees and milestone payments, as
well as assessing whether any provision for impairment is necessary through the estimation of future cash
flows.

Sources of estimation uncertainty:

(@

(b)

(©

Estimates are required as to intangible asset carrying values and impairment charges.
Estimates of future profitability are required for the decision whether or not to create a deferred tax asset.

Depreciation rates are based on estimates of the useful lives and residual values of the assets involved.
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3 Segmental reporting
The principal activity of the AorTech International Plc Group currently is the development and exploitation of a range of
innovative biomaterials and medical devices. This forms the Group’s only operating segment.

The Group’s reporting segments are based on geographical location of operations.

2011 2010
Analysis of revenue by destination by
products and services and by geographical area fooo fooo
United Kingdom
Supply of materials and finished goods 4 29
Australia
Supply of materials and finished goods 1 2
USA
Supply of materials and finished goods 929 738
Milestone payments - services 628 12
Licence fees - services 6 574
Royalty revenue 2 7
1,570 1,362

During the year ended 31 March 2011, 61.0% of the Group’s revenues depended upon a single customer (2010: 77.8%)

notes to the financial statements

2011 2010
Analysis of result - operating loss fooo fooo
United Kingdom (409) (356)
Australia (1,675) (1.234)
USA (502) (469)
(2,586) (2,059)
Analysis of non-current assets by location

United Kingdom -

Australia 1,581 2,142

USA

1,581 2,142




Remuneration of Directors and key management personnel

Key management personnel 201 2010
fo00 fooo

Emoluments — short-term employee benefits 678 743

Pension costs — post-employment benefits 52 53

730 790

The key management personnel whose remuneration is included in the table above are a Director / Company Secretary
of AorTech Biomaterials Pty Limited; two Directors, AorTech Biomaterials Pty Limited; the Vice President of Research &
Development, AorTech Medical Devices (USA), Inc; the Chief Operating Officer and the five Directors of the parent company.

Please see the Report of the Remuneration Committee on pages 18 to 20 for full details of Directors’ emoluments.
Included in the aggregate emoluments for the year ended 31 March 2011 are payments of £51,000 (2010: £48,000) made

by the Company to third parties. The highest paid Director received total emoluments of £213,511 including pension
contributions of £15,000 (2010: total emoluments of £255,016 including pension contributions of £15,000).

Loss before taxation

201 2010

Loss before taxation has been arrived at after charging/(crediting): fooo fooo

Foreign exchange differences (16) 42

Depreciation and amortisation:

Depreciation of property, plant and equipment 226 258

Impairment of property, plant and equipment 455

Amortisation of intangible assets 152 142

Employee benefits expense:

Employee costs (Note 6) 1,614 1,540

Land and buildings held under operating leases:

Other operating leases 211 163

Audit and non-audit services:

Fees payable to the Company’s auditor for the audit of the

Group financial statements 30 25

Fees payable to the Company’s auditor and its associates

for other services:

The audit of the company’s subsidiaries pursuant to legislation 18 16

Tox services 3 3

Other services 1 1
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6 Employees

8 Income tax expense
No current tax or deferred tax expense arises on the loss for the year.

The tax assessed for the year differs from the standard rate of corporation tax as applied in the respective trading
domains where the Group operates. The differences are explained below:

2011 2010
fo00 fooo0
Employee costs (including Directors):
%) Wages and salaries 1,491 1,430
4+ Pension costs 123 110
(- 1,614 1,540
O
E The average number of employees (including Directors) during the year was made up as follows:
Numbers Numbers
) Production
+— 5 4
™ Sales 1 1
= Development and quality control 14 1
n Administration 12 12
CU 32 28
®)
C 7  Finance income
® 2011 2010
C fo00 fooo
U—
D Bank interest receivable 85 136
-
-+
-+
P,
D
_'_)
O 201 2010
- fo00 fooo
Loss for the year before tax (2,501) (1,923)
Loss for year multiplied by the respective standard rate of
corporation tax applicable in each domain (average 28%) (700) (538)
Effects of:
Depreciation for the year differs from capital allowances and other
temporary differences (n) (12)
Expenses not deductible for tax purposes and other tax differences 261 81
Losses not utilised 605 471
Losses utilised (155)

Tax on loss for the year




Unrelieved tax losses remain available to offset against future taxable profits. These losses have not been recognised as

deferred tax assets within the financial statements as they do not meet the conditions required in accordance with IAS 12.

Losses carried forward in the UK total £3,985,000 — tax effect is £1,036,000 (2010: £4,539,000 — tax effect £1,271,000).

Losses carried forward in Australia total £7,622,000 — tax effect £1,982,000 (2010: £6,457,000 — tax effect £1,808,000).

Losses in the USA total £1,434,000 — tax effect £373,000 (2010: £931,000 - tax effect £261,000).

On 1 April 2010 the standard UK rate of corporation tax was 28%.

9 Loss per share

2011 2010

fo00 foo0

Loss for the year attributable to equity shareholders (2,501) (1,923)
Loss per share

Basic and diluted (pence per share) (51.75) (39.79)

Shares Shares

Issued ordinary shares at start of the year 4,832,778 4,832,778

Ordinary shares issued in the year - =

Issued ordinary shares at end of the year 4,832,778 4,832,778

Weighted average number of shares in issue for the year 4,832,778 4,832,778

The diluted loss per share does not differ from the basic loss per share as the exercise of share options

would have the effect of reducing the loss per share and is therefore not dilutive under the terms of IAS 33.

10 Intangible assets

Intellectual property

£000
Valuation
At 1 April 2009 2,286
Exchange differences 562
At 31 March 2010 2,848
Exchange differences 186
At 31 March 2011 3,034
Amortisation
At 1 April 2009 1,029
Exchange differences 253
Charge for the year 142
At 31 March 2010 1,424
Exchange differences 3
Charge for the year 152
At 31 March 2011 1,669
Net book value
At 1 April 2009 1,257
At 31 March 2010 1,424
At 31 March 2011 1,365
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11 Property, plant and equipment

Property Plant Fixtures
improvements & equipment & fittings Total
fo00 fo00 fo00 fo00

Cost
At 1 April 2009 635 940 187 1,762
Additions 28 55 19 102
Exchange differences 156 231 46 433
At 31 March 2010 819 1,226 252 2,297
Additions 18 108 6 132
Exchange differences 54 8o 16 150
At 31 March 2om1 8o 1,414 274 2,579
Depreciation
At 1 April 2009 206 719 135 1,060
Charge for the year 108 128 22 258
Exchange differences 51 177 33 261
At 31 March 2010 365 1,024 190 1,579
Charge for the year 99 107 20 226
Impairment charge 403 = 52 455
Exchange differences 24 67 12 103
At 31 March 2011 8o1 1,198 274 2,363
Net book value
At 1 April 2009 429 221 52 702
At 31 March 2010 454 202 62 718
At 31 March 2011 216 216

The property improvements and fixtures & fittings in Australia have been fully impaired as a result of the post year

end transfer of manufacturing operations to the USA.

Inventories
2011 2010
fo00 fooo
Raw materials 98 1y
Finished goods 48 33
146 150

In 2011 3 total of £263,000 of inventories was included in the income statement as an expense (2010: £344,000). There

was no amount resulting from writedowns of inventories in either 2011 or 2010. There were no reversals of previous

writedowns that were recognised in the income statement in either 2011 or 2010.



13 Financial instruments

Risk management

The Group’s financial instruments comprise cash and cash equivalents, trade and other receivables and trade and other
payables. These arise directly from the Group’s operations and it is the Group’s policy that no trading in financial
instruments shall be undertaken.

The Board reviews and agrees policies to manage risk to ensure that the entities within the Group will be able to continue
as a going concern whilst maximising the return to stakeholders through the effective management of liquid resources
raised through share issues.

Categories of financial instrument

2011 2010
fooo f000
Financial assets — loans and receivables
Cash and cash equivalents 1,381 2,885
Trade and other receivables 606 813
1,987 3,608
Financial liabilities
Liabilities at amortised cost (653) (531)
(653) (531)

All amounts are short-term (all payable within six months) and their carrying values are considered reasonable
approximations of fair value.

Foreign currency risk

The Group has an Australian subsidiary whose functional currency is the Australian dollar and a US subsidiary whose
functional currency is the US dollar. As noted in the Report of the Directors, the Board has taken steps to minimise
foreign currency risk by the relocation of manufactuing operations to the USA from Australia.

Cash balances are carried within the Group in interest earning accounts, which comprise the following currency holdings:

2011 2010
foo0 foo0

Sterling 22 48
US dollars 59 32
Australian dollars 151 163
Euros 11 1
243 254

In addition to cash holdings the following short term deposits are placed for up to 7 months depending on the Group’s
funding requirements:

2011 2010
fo00 fooo
Australian dollars 1,138 2,631

1,138 2,631
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Interest rate risk
The Group finances its operations through equity fundraising and does not currently carry any borrowings. The cash
balances and short term deposits are held at both fixed and floating rates as follows:

Interest rate 201 Interest rate 2010
% fo00 % foo0
Cash 0% 87 0% 218
0.5% 36 0.50% 36
4.75% 120
Short term deposits 6.05% 103 5.80% 1,002
6.0% 38 4.75% 1,509
5.5% 193 3.70% 120
4.82% 129
4.75% 161
4.63% 193
4.57% 321
1,138 2,885

Sensitivity analysis
If, for example, there had been a rise or fall of interest rates over the year of 1%, this would have resulted in an
increase/decrease in profit and equity of £21,000 (2010: £34,000), all other variables remaining constant.

Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to
the Group. In order to minimise this risk the Group endeavours only to deal with companies which are demonstrably
creditworthy and this, together with the aggregate financial exposure, is continuously monitored. The maximum exposure
to credit risk in the case of both the cash and short term deposits is the value of the outstanding amount.

The Group has trade receivables resulting from sales and other receivables from provision of other services which the
management consider to be of low risk. The management do not consider that there is any concentration of risk within

either trade or other receivables.

Liquidity risk
The Group currently holds cash balances and short term deposits in Sterling, US dollars and Australian dollars. These
balances provide funding for the Group’s trading activities.

There is no material difference between the fair values and the book values of these financial instruments.
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Trade and other receivables

2011 2010
fo00 fooo

Current assets
Trade receivables 585 776
Other receivables 21 37
Prepayments 68 46
674 859

Trade receivables are shown net of a provision of £250,000 to reflect uncertainty over the timing of receipt. In addition,
£513,000 of net receivables were past due for payment but not impaired at 31 March 2011.

Cash and cash equivalents

2011 2010
fo00 fooo
Cash at bank and in hand 243 254
Short term deposits 1,138 2,631
1,381 2,885
Trade and other payables
2011 2010
foo0 fo00
Current liabilities
Trade payables 160 99
Other payables 270 212
Deferred income (government grants) 7 92
Accruals 223 220
660 623

Government grants received towards capital expenditure are released to the income statement on a diminishing value basis
over a period equal to the useful economic life of the assets to which they relate. On average this period is five years.

Operating lease commitments

The Group had the following total commitments under non-cancellable operating leases in Australia at 31 March:

2011 2010
fo00 fooo

The following payments are due to be made on operating lease commitments:
Within one year 196 192
Two to five years 19 16

215 208
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18 Share based payments

The Group has an approved share option plan for the benefit of employees resident in the UK and Executive Directors.

Options in issue Exercise Exercise period on or before:

Ln Price (£)
12,000 2.50 10 July 2012
q- 600 2.05 25 July 2012

Details of the number of share options and the weighted average exercise price (WAEP) outstanding during the year are

as follows:
2011 WAEP 2010 WAEP
Number £ Number £
Outstanding at the beginning of the year 12,600 f2.52 12,600 f2.52
Outstanding at the year end 12,600 f2.52 12,600 f2.52
Exercisable at the year end 12,600 f2.52 12,600 fo5

The Group has an unapproved share option plan for the benefit of other employees.

Options in issue Exercise Exercise period on or before:
Price (£)
750 41.75 28 May 2011
7,000 2.50 10 July 2012
19,000 2.80 7 August 2012
25,000 2.50 13 July 2013
4,000 2.50 29 June 2014
200,000 2.50 29 June 2014
20,000 2.50 21 November 2014
68,000 3.25 1 September 2016
40,000 4.28 21 January 2018
7,500 2.50 23 September 2018
51,000 2.50 15 June 2020

Details of the number of share options and the weighted average exercise price (WAEP) outstanding during the year are

notes to the financial statements

as follows:
2011 WAEP 2010 WAEP
Number Hf Number i
Outstanding at the beginning of the year 402,000 £4.32 414,500 £4.68
Granted during the year 58,500 f2.50 - -
Forfeited during the year (11,200) £7.30 (10,500) £7.12
Expired during the year (7,050) £78.08 (2,000) £56.25
Outstanding at the year end 442,250 £2.82 402,000 f432
Exercisable at the year end 442,250 £2.82 402,000 f432

The options issued to date under both schemes will only be exercisable if the average mid market closing price of the
Company’s shares on the five business days prior to the date of exercise exceeds the option price by 15% or more and
after the elapse of three years from date of Option Grant.
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The fair value of options granted after 7 November 2002 but not vested at 1 April 2006 has been arrived at using an
appropriate model. The assumptions inherent in the use of this model are as follows:

. The option life is assumed to be at the end of the allowed period

. There are no vesting conditions

. No variables change during the life of the option (e.g. dividend yield)

. Volatility has been calculated over the three years prior to the balance sheet date.

Date of Vesting Date of Exercise  Risk-free Share price  Volatility Fair value Number

grant Period vesting Price Rate  atgrant  of Share (fooo)  outstanding
(years) (£) (£) price

14.07.03 3 14.07.06 2.50 3.83% 132 63% 12 25,000

30.06.04 3 30.06.07 2.50 5.04% 1.62 63% 24 8,000

30.06.04 3 30.06.07 2.50 5.04% 1.62 63% 132 200,000

22.11.04 3 22.11.07 2.50 4.56% 1.89 63% 18 20,000

01.09.06 3 01.09.09 3.25 4.61% 3.18 63% n8 78,000

21.01.08 3 21.01.11 4.28 4.21% 4.02 45% 44 45,000

16.06.10 3 16.06.13 2.50 4.00% 1.88 36% 32 51,000

The Group has not recognised any expense related to equity-settled share based payment transactions during the year
(2010: nil), on the grounds that the charge is not material. The Directors have also concluded that the cumulative position
to date is also not material.

Share capital

Shares Nominal Premium Total
Number Value (£2.50) net of costs
fooo fooo fooo
In issue at 1 April 2010 4,832,778 12,082 2,340 14,422
31 March 2010 and 31 March 20m 4,832,778 12,082 2,340 14,422

At an EGM of Members held on 20 August 2007, the Company’s authorised share capital was increased from £14,000,000

comprising 5,600,000 Ordinary shares of £2.50 each to £17,500,000, comprising 7,000,000 shares of £2.50 each.

Capital management objectives are set out in the Report of the Directors on page 13.

Contingent liabilities
There were no contingent liabilities at 31 March 2011 or at 31 March 2010.

Post Balance Sheet event

On 16 June 201 the Group announced the relocation of the Group's primary manufacturing operations from Melbourne,
Australia to the Minneapolis/St Paul area in the USA. The total cost of this strategically important move is expected to
be US$1.8m, which will be fully funded from payments that the Group will receive following the restructuring of certain
customer licences (amounting to US$4.2m) and the sale of certain highly depreciated capital assets (amounting to
US$0.3m). The surplus funds will enable production to be commenced at the US facility, provide cash for working capital
purposes and provide a solid base upon which to grow the component business, with the emphasis on accelerating a
number of pacemaker, header and other reaction injection moulding projects.
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Ndependent

To the Members of
AorTech International plc

We have audited the Parent Company financial statements of AorTech International Plc for the year ended 31 March 20m
which comprise the parent company balance sheet and the related notes. The financial reporting framework that has
been applied in their preparation is applicable law and United Kingdom Accounting Standards (United Kingdom Generally
Accepted Accounting Practice).

This report is made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies
Act 2006. Our audit work has been undertaken so that we might state to the Company’s members those matters we are
required to state to them in an auditor's report and for no other purpose. To the fullest extent permitted by law, we do
not accept or assume responsibility to anyone other than the Company and the Company’s members as a body, for our
audit work, for this report, or for the opinions we have formed.

Respective responsibilities of Directors and auditors

As explained more fully in the Statement of Directors’ Responsibilities set out on page 15, the Directors are responsible
for the preparation of the Parent Company financial statements and for being satisfied that they give a true and fair view.
Our responsibility is to audit and express an opinion on the Parent Company financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland). Those standards require us to comply with the
Auditing Practices Board’s (APB's) Ethical Standards for Auditors.

Scope of the audit of the financial statements
A description of the scope of an audit of financial statements is provided on the APB's website at
www.frc.org.uk/apb/scope/private.cfm.

Opinion on financial statements

In our opinion the Parent Company financial statements:

. give a true and fair view of the state of the Company’s affairs as at 31 March 201
. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and
. have been prepared in accordance with the requirements of the Companies Act 2006.

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Report of the Directors for the financial year for which the financial statements
are prepared is consistent with the Parent Company financial statements.



Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to

you if, in our opinion:

. adequate accounting records have not been kept by the Parent Company, or returns adequate for our audit
have not been received from branches not visited by us; or

. the Parent Company financial statements are not in agreement with the accounting records and returns; or

. certain disclosures of directors’ remuneration specified by law are not made; or

. we have not received all the information and explanations we require for our audit.

Other matter
We have reported separately on the Group financial statements of AorTech International Plc for the year ended

31 March 2011.

John Bowler

Senior Statutory Auditor

For and on behalf of

GRANT THORNTON UK LLP

STATUTORY AUDITOR, CHARTERED ACCOUNTANTS
East Midlands

28 July 20m
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oarent company
balance sheet

31 March 31 March
2011 2010
Notes fo00 fooo
Fixed assets
Investment in subsidiary undertakings 3
Current assets
Debtors — amounts falling due within one year 4 10 22
Debtors — amounts falling due after one year 4 13,051 17,129
Cash at bank 20 46
13,081 17,197
Creditors: amounts falling due within one year 5 (193) (194)
Net assets 12,888 17,003
Capital and reserves
Called up share capital 6 12,082 12,082
Share premium account 8 2,340 2,340
Profit and loss account 8 (1,534) 2,581
Equity shareholders' funds 8 12,888 17,003

The parent company financial statements were approved by the Board on 28 July 2011 and were signed on its behalf by

J Pither, Chairman

E McDaid, Director



notes to the
parent company financial statements

Accounting policies

Accounting convention

The parent company financial statements are prepared under the historical cost convention and in accordance with
applicable United Kingdom accounting standards (United Kingdom Generally Accepted Accounting Practice) A summary
of the material accounting policies, which have been applied consistently, is set out below. The principal accounting
policies represent the most appropriate in accordance with FRS 18.

Going concern

After considering the year end cash position, making appropriate enquiries and reviewing budgets, profit and cash flow
forecasts and business plans, the Directors have formed a judgement at the time of approving the financial statements
that there is a reasonable expectation that the Company has more than sufficient resources to continue in operational
existence for the foreseeable future. For this reason the Directors consider that the adoption of the ‘going concern’ basis
in preparing the Company’s financial statements is appropriate.

Investments
Investments held as fixed assets are stated at the lower of cost and net realisable value, less provision for any impairment.
In the opinion of the Directors the value of such investments is not less than that shown at the balance sheet date.

Deferred tax

Deferred tax is recognised (on an undiscounted basis) on all timing differences where the transactions or events that
give the Company an obligation to pay more tax in the future, or a right to pay less tax in the future, have occurred by
the balance sheet date. Deferred tax assets are recognised when it is more likely than not that they will be recovered.
Deferred tax is measured using rates of tax that have been enacted or substantively enacted by the balance sheet date.

Foreign currencies

Assets and liabilities in foreign currencies are translated into sterling at the rates of exchange ruling at the balance
sheet date. Transactions in foreign currencies are translated into sterling at the rate of exchange ruling at the date of
transaction. Exchange differences are taken into account in arriving at the operating result.

Share based payments

All share based payment arrangements granted after 7 November 2002 that had not vested prior to 1 April 2006 are
recognised in the financial statements. All goods and services received in exchange for the grant of any share based
payment are measured at their fair values. Where employees are rewarded using share based payments the fair values
of their services are determined indirectly by reference to the fair value of the instrument granted to the employee. This
fair value is appraised at the grant date and excludes the impact of non-market vesting conditions (e.g. profitability and
sales growth targets).

All equity settled share based payments are ultimately recognised as an expense in the profit and loss account with a
corresponding credit to ‘other reserves’.

Upon exercise of share options the proceeds received, net of attributable transaction costs, are credited to share capital
and, where appropriate, share premium.

Debtors

The amounts owed by Group undertakings are in respect of long term loans and have been treated as part of the net
investment in the foreign entities, and included within debtors due in greater than one year. These balances have been
treated as monetary assets and retranslated at the rate of exchange ruling at the balance sheet date. Exchange differences
arising on these loans are taken into account in arriving at the operating result.
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2 Company Profit and Loss Account
The parent company has taken advantage of section 408 of the Companies Act 2006 and has not included its own profit
and loss account in these financial statements. The parent company’s loss for the year ended 31 March 2011 was £5,079,000
(2010: £355,000) after an impairment charge of £4,670,000 in respect of amounts owed by group undertakings but before
foreign exchange credits of £964,000 (2010: £3,168,000).
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D) :
-+ 3 Fixed Asset Investments
C 31 March 31 March
) 2011 2010
E £o00 foo0
D Investment in subsidiary undertakings
—-)—
™ Cost
-+ Historical cost 23,159 23,159
n
C_U Provision for impairment (23,159) (23,159)
RS Net book value at 31 March
®)
% Interest in subsidiary undertakings Proportion
Country of Description of nominal
) g registration of value of
S— Name of undertaking or incorporation shares held  shares held
> %
(- (@) AorTech Biomaterials Limited Scotland Ordinary £1 100
(qV) (i) AorTech Critical Care Limited Scotland Ordinary £1 92
ii orTech Biomaterials Pty Limite ustralia rdinary Aus. b1 100
(i) AorTech Bi ials Pty Limited Australi Ordinary Aus. $
E (iv)  AorTech Medical Devices (USA), Inc USA Common US $1 100
O The principal business activities and country of operations of the above undertakings are:
O
ey (i) A non-trading company in the UK
- (i) A dormant company in the UK
) (i) The development of new biostable polyurethanes operating principally in Australia
Nt (iv) Marketing in the Americas
Q. 4 Debtors
CD 2011 2010
e foo0 foo0
_'_)
O Amounts falling due within one year
+— Other debtors 9 15
D Prepayments 1 7
) 10 22
= Amounts falling due after more than one year
O 9 y
- Amounts owed by Group undertakings* 13,051 17,129
13,061 17,151

* AorTech International Plc has agreed not to seek repayment of the amount owing by its subsidiary AorTech Biomaterials
Pty Limited within 12 months of the balance sheet date. An impairment charge of £4,670,000 has been made against the
amount outstanding.
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Creditors: Amounts falling due within one year

2011 2010
fo00 fooo
Trade creditors = 6
Accruals 193 188
193 194
Share Capital
See Note 19 in the Group financial statements.
Share based payments
See Note 18 in the Group financial statements.
Statement of movement in Shareholders’ Funds
Total
Share Share Profit and  shareholders’
capital premium  loss account funds
fo00 foo0 foo0 fooo
1 April 2009 12,082 2,340 (232) 14,190
Profit for the year - - 2,813 2,813
At 31 March 2010 12,082 2,340 2,581 17,003
Loss for the year - - (4,115) (4,115)
At 31 March 20m 12,082 2,340 (1,534) 12,888

Directors and Employees
The Directors are the only employees of the parent company. Disclosure of their emoluments is given in the Report of
the Remuneration Committee on pages 18 to 20.

Related Party Transactions

In accordance with FRS 8, “Related Party Disclosures”, AorTech International Plc has taken advantage of the exemption for
wholly owned subsidiaries not to disclose any transactions or balances between wholly owned group entities including those
that have been eliminated on consolidation.

Post Balance Sheet Event

On 16 June 201 the Group announced the relocation of the Group's primary manufacturing operations from Melbourne,
Australia to the Minneapolis/St Paul area in the USA. The total cost of this strategically important move is expected to be
US$1.8m, which will be fully funded from payments that the Group will receive following the restructuring of certain cus-
tomer licences (amounting to US$4.2m) and the sale of certain highly depreciated capital assets (amounting to US$o.3m).
The surplus funds will enable production to be commenced at the US facility, provide cash for working capital purposes
and provide a solid base upon which to grow the component business, with the emphasis on accelerating a number of
pacemaker, header and other reaction injection moulding projects.
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