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Directors’ Report

Your directors present their report on the consolidated entity (referred to hereafter as the Group) consisting
of Paragon Care Limited ("Company”) and the entities it controlied at the end of, or during, the year ended
30 June 2010,

Directors

The following persons were directors of Paragon Care Limited during the whole of the financial year and up
to the date of this report unless otherwise stated.

Mr Shane Tanrtey

Mr Mark Simari

Mr Michae! Newion

Mr Brett Cheong {(appointed 2 July 2008)

Mr Timothy Blanche {appointed 2 July 2009)

Principal Activities

The principal activity of the Group is the provision of complementary products and services to the health
and aged care market, which includes the supply of durable medical aquipment and the provision of
financial and placement services to assist in the transition to aged care facllities.

On 2 July 2009 the Company acquired all of the issusd capital of Axisheakh Py Lid (“Axishealth”). On 9
June 2010 the Company acguired all the issued capital of lona Medical Products Ply Lid (“lona Medicat
Products™ and Votker Australia Pty Lid ("Volker Australia®). These companies supply durable medical
products to the health and aged care markat in Australia.

Operating Results and Review of Oparations for the Year

For the first time in the Company's history it hag achieved, far the year ended 30 June 2010, an operating
profit. The profit of the consolidated entity after providing for income tax amounted to $147,782 (2009
$311,910 loss).

This result was primarity due to the inclusion of Axishealth, which wag acquired on 2 July 2009, and lona
Medical Products and Volker Australia, which were acquired on 9 June 2010, together with the organic
growth experienced in Lifetime Planning and Tender Living Care. Axishealth contributed for the full year
whilst lona and Volker contributed for 20 days in June 2010, All of the CGompany's business unite operated
profitably during the period.

Axishealth, which was acquired on 2 July 2009, is a distributor of Durable Medical Equipment, primarily to
hospitals and aged care facilities, On @ June 2010 the Company acquired all of the issued capital of lona
Medical Products Pty Lid and Volker Australia Pty Lid. Both lona Medical Products and Volker Australia are
established distributors of Durable Medical Equipment to the health and aged care sectors. The lona /
Valker product range of beds, trolleys, functional furmiture, wheelchairs and mobility products complemeants
and adds value to the Axishealth product range. Synergies will he achieved in administration, purchasing
and through the expanded sales opportunities available through the Group's national distribution network,

The operations of Lifetime Planning and Tender Living Care are becoming increasingly integrated as they
gain the banaefits of warking within the same target market. Both businesses expanded, and increased their
staffing, during the period under veview,

The trends in operating performance that were evident in the period under review are expected to be
maintainad during the coming financial year.
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Bignificant Changes in the State of AHalrs

On 2 July 2009 the Company acqulred all of the issued capital of Axishealth Pty Lid; a significant supplier of
Durable Medical Equipmeant (DME) to the Australian healfth and aged care sector including hospitals, aged
care lacilities, general practitioners and pharmacies. Products include medication carts, electronic hospital
beds, IV stands and sophisticated paediatric cots. The shares acquired arg held by the Company's whatly
owned subsidiary Paragaxis Pty Ltd.  The consideration for the purchase of Axishealth Pty Ltd was
comprised of a cash payment to the vendor of $2.474,882 and the issue of 29,080,009 fully paid ordinary
shares 1o the vendar,

On 9 June 2010 the Company acquired afl of the issued capital of lona Medical Products Pty Lid and Volker
Australia Pty Lid, Both lona Medical Products and Volker Australia are established distributors of Durable
Medica! Equipmert to the health and aged care sectors. The lona / Valker product range of beds, trolleys,
functional fumiture, wheelchairs and mobility products complemonts and adds value 1o the Axishealth
product range. Synergies will be achleved in administration, purchasing and through the expanded sales
opportunities avaiiable through Axishealth's natlonal distribution network. The consideration for the
purchase of the lona and Volker businesses comprised cash payments 1o the vendor of $2,732,202.

Matters Subsequent to the end of Financial Year

No matiers or cireumstances have arisen since the end of the financial year which significantly affected or
may sighificamly affect the operations of the consolidated group, the resuits of those operations, or the
state of affairs of the consolidated group in future financial years. :

Future Developmants, Prospects and Business Strategies

The Company's focus for the coming year will be to continue to implement its strategy to consolidate its
position of being a key provider of specialist products and niche setvices 1o the aged and heakh care
markets. Thiz will involve irtegrating the businesses of Axishealth and lona / Volker fo achieve synergies in
purchasing and administration and using Axisheaith’s established distribution network to increase sales.
The Company will continue to sesk and aftempt to secure suitable investments or businesses that are
complimentary to its axisting operations and further enhance its product and service offering to the health
and aged care markets,

Environmental Regulations

The Group's operations are not requlated by any significant environmental regulation under a law of the
Commonwaealth or of a state or territary.

Dividands Pakd or Recommended

No dividends were paid during the year and the directors do not recommend the payment of a dividend.
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information on Directors

The names of directors in office at any time during or since the end of the financial year are:

Mr. Shane Tanner
Mr. Mark Simari
Mr. Michae! Newton

Mr. Brett Cheong (appoined 2 Jiy 2009)
Mr. Timothy Blanche {appointed 2 July 2008).

Directors have haen in office since the start of the financial year to the date of this report unless olherwise

stated.

Directors’ gualifications, experience, and responsibilities

Mr. Shane F. Tanner
Qualifications
Experience

Hesponsibilities

Mr. Mark A, Simari
Qualifications
Experience

Responsibifitias

My, Michael C. Newion
Qualilications
Experience

Responsibiities

Mr. Brett A. Cheong
Experignoe

Rasponsibilities

Mr Timothy L. Blanche
Quatifications’
Experience

Company Sqcretary

Mr. Darryi P, Levin
Cualifications
Experience

Non-Execulive Chairman, Age 57

FCPA, ACIS

Chatrman of Vigion Group Holdings Limited and Chairman of Funtastic
Limited, Formerly Chairman of Sterihealth Limited.

Appointed as a Director on 21 December 2005

Chairman of the Board
Chairman of the Remuneration Committes

Managing Director, Age 41

8.Acc, Dip £3

Former Director of DKN Financial Group Limited, Director Sage Capital
Group Pty Ltd & Garmak Enterprises Pty Lid

Appointed as a Diractor on 13 February 2007

and Managing Director on 15 April 2007

Managing Director

Non-Executive Director, Age 56

8.App S, Grad Dip Bus Adm.

Managing DRirector of Symex Limited from 1999 {0 2007
Appointed as a Director on 22 June 2007

Member of the Remuneration Commitiee

Execitive Director, Aged 51

Founder and Managing Director of Axishealth May 2002 - June 2008 and
with over 30 years experience in the durable medical equipment industry.
Appointed as a Director on 2 July 2009 and providing on-going consuiting
services to Axishealth Fty Lid,

Member of the Remuneration Committee

Executive Director, Aged 44

B.App Sci and Grad Dip Managerment

Over 25 years in healtheare sector in both the public and private health
aranas and not for profits, and many years experience in also consuiting
work for pathology, radiology, meadical centres, and hospitals,

Appointed as a Director of the Company and Managing Director of
Axishealth Pty Lid on 2 July 2009

Company Seqretary, Aged 52

MBA, B.Com, CA, CPA

Qver 30 years experience in senior financial roles with a numbet of large
public and private compatias ihvolved in a variely of industries

Appointed as CFQ on 6 October 2009 and Company Secretary on 1
February 2010
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Meetings of Directors

During the financial year, 13 meetings of directors (including committees of directors) were held
Attendances by each director during the year were as follows:

Hemuneration
Directors' Meetings Committes

Number MNumber
ehgible to  Number  eligibleto  Number
attend attendad attend attended

Mr S F Tanner 12 12 1 3
Mr M A Simari 12 12 . -
Mr M C Newlon 12 12 1 1
Mr B A Cheong 12 12 1 1
Mr T L Blanctio 12 12 . -

Remuneration Report

The information provided in this remuneration report has been audited as required by section 308(3C) of
the Corporations Act 2001,

Remuneration policy and philosophy

The Board takes responsibitity for setting the remuneration and conditlons of service of alf directors,
employees and contractors.

Principles used to determine the nature and amount of executive remuneration.

The objective of the Group's executive reward framework i o ensure reward for performance is
competitive and appropriate for the results delivered. The framework aligns executive reward with
achlevement of stralegic objectives and the creation of value for shargholders, and conforms with market
practice for delivery of reward, The Board ensures Lhat executive reward satisfies the foliowing key criteria
for good reward governance practices:

competitivenass and reasonableness

acceptability to shareholders

performance linkage / alignment of executive compensation
transparency

capital management.

a & & B ®

The Group has structured an executive remuneration framework that is market competitive and
complementary to the reward strategy of the organisation,

The Board has established a remuneration committee which makes recommendations to the board on
remuneration and incentive policies and practices and specific recommendations on remuneration
packages and other terms of employment for executive directors, other senior exacutives and non-
exacutive directors. The Corporate Governance Staternent provides further information on the role of this
committae,

The remuneration commiltee is responsible for determining and reviewing compensation arrangements.
The remunsration committes assess the appropriateness of the nature and amount of emoluments of
Company officers on a periodic basis by reference to relevant empioyment market conditions and capacity
to pay with the overall objective of ensuring maximum stakeholder benefit from the retention of a high
quality Board and executive team,
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Non-execufive direciors

The Board policy is 1o remunerate non-executive directors at market rates for comparable companies for
time, commitment and responsibitities. Detail of the remuneration of each non-executive director is shown
balow. The Chalrinan in consultation with independent advisors determines paymaents to the non-executive
diractors and reviews thair remuneration annually, based on market practice, duties and accountability.
The maximum aggregate amount of fees that can be paid to non-executive directors is subject to approval
hy sharsholders in a General Meeting, and ig currently $250,000 per annum. Fees for non-executive
directors are not linked to the performance of the Company.  Howeaver, 1o align directors’ interests with
shargholder interests, the directors are encouraged o hold shares in the Company.,

Non-Executive Direclors’ remuneration reflects the additional responsibiities each Direcior may take on
from time to time, There are no termination benefits for Non-Executive Directors,

Directors’ fees
The current director's fees were last reviewed with effect from 1 August 2010. The following fees have
applied:

Base Fees From 1 August 2010 To 31 July 2010
Chairman $65,000 $55,000

Crther non-executiva directors 340,000 $33,000

Executlve remunaration

The Board reviews executive remuneration and ofher terms of employment on an ongoing hasis having
regard to comparative information and independent expert advice, Remuneration packages are set at levels
that atiract and retain executives capable of managing the Company's operations. Remuneration and other
terms of employment for the Managing Director and execulives have been formalised in service
agreements, and this practice wilf continue,

Agreements may provide for the provision of olher benefits including car allowances. There is currently no
performance related rernuneration for Directors other than for the Managing Director,

Company Share Performance & Shareholder Wealth and Director & Executive Remuneration

in considering non-executive director and executive remuneration the directors take into consideration the
Company's share performance and sharsholder waalth crealion. Dusing the financial year the Company's
share price traded betweer a low of 2.0¢ and a high of 3.9¢. As at 30 June 2010 the Company’s share
price (ASX: PGC) was 2.8¢ per share which was up 27% from the same time last year,

Yoar Ended 30 June 30 June 30 June 30 June 30 June 30 June
2005 2006 2007 2008 2009 2010
Frice High ¢ 280 70.0 27.0 4.5 a8 3.9
Price Low ¢ 9.0 12.6 3.0 1.8 2.0 2.0
Price 30 June ¢ 12.0 14.0 3.0 2.3 a.n 2.8
Eamings ¢ per share (4.7 (3.3 (3.7) (1.9 (0.3) 0
Dividends Nil Mit Mil Nif Ml Mil
Net Agst § million 1.94 2.08 1.18 0.56 3.13 3.35

Detalls of Remunearation and Service Agreaments

Service Agreements

On appeintment to the Board, alf non-executive directors enter into a service agreement with the company
in the form of a letter of appointment, The letter summarises the board policies and ferms, including
compensation, relevant fo the office of director.

Remuneration and other terms of employment for the managing director, chief financial officer and the other
key managerment personnel are also formalised in service agresments,
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Other major provisions of the agreements refating to rermuneration are set out below:

Name

Nan-executive directors
Mr & F Tanner, non-
axacutiva chairman

Mr M C Newton, non-
executive director

Mr B A Cheong, non-
exequiive director

Executive directors
Mr M A Simari, managing
director

Mr T L Blanche,
managing director
Azishealth

Other key managemsant
personnel

Mr Darryl Levin, chief
financial officer &
company secretary

Mr Chiris Pearson,
general manager fona

Mrs Susan Woodruidf,
senior financial planner
Lifetime Planning

Ms Denise Tomaras,
general manager Tendsr
Living Care

Tarmm of Agresment

No fixed term

No fixed term

MNo fixed term

1 Aprit 2008 to 30 June
2011 *

1 June 2009 1o 30 June
2012

No fixed ferm

No fixed term

No flxed term

No fixed term

Base salary inciuding
superannuation

$55,000

$33,000

$33,000

$175.000 **
{consuitancy package)

$150,000 ***
(consuttancy package)

$150,000 (pro rata)

$130,800 {pro rata)

$130,800

$77,900

*  Either party may terminate the agreement by giving six months naotice

* Performance Bonus - The Consultancy Agreement provides for a bonus to he payable upon achieving
performance criteria set in agreement with the Chaimman. No perdormance criteria were set and no

bonus paid in the year ta 30 June 2010

Performance incentive - The Base Consultancy Package rises to $200,000 per annum once the
Company's market capitalisation rises to $10 milion and to $250,000 per annum if the market

Tarmination benefit

No termination benefit

No termination benefit

No termination benefit

No termination benefit

Mo tarmination benefit

No termination benefit

No termination benefit

No termination benefit

Mo termination benefit

capitalisation riges to $15 million during the term of the Consultancy Agreement.

“* Performance Bonus - The Consultancy Agreament provides for a bonus to be payable upon achieving
performance criteria set in agreement with the Managing Director, No performance criteria weve set and

no honus paid in the year 10 30 June 2010,

9
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Emoluments of Directors, executive officers and other executives of the Company:

Short-term employee benefits Post emip- Long- Share-
loyment term bhased
henefits benefits  payments
Cash Non Long
salary Cash monetary Super- service
and feeg bonus benefits  annuation leave Options Total
Name % $ 3 $ 8 § $

Non-exequtive
directors
Mr 5 F Tanner 55.000 - - - - = K000
Mr M C Newton 33,000 - " . - . 33,000
Mr B A Cheong ~56,740 . - . " - BB, 740
Exscutive
directors
Mir M A Simari 162,500 . . . . - 162,500
Mr T L Blanche 150,000 - - - - - 150,000
{Other key
management
personnel
Mr D P Levin
{appointed 6
Qctober 2008) 99,522 - - 8,857 - 20,000 128,479
Mr C Pearson
{appointed 9
Juns 2010) 5,833 - 530 525 - " 6,888
Mrs 5 Woodruff 120,000 - 10,800 4,383 - 135,183
Ms D Tomaras 75,000 7,600 . 8,750 " - 893,250
Total 757,595 7500 530 27,032 4,383 20,000 817,040

A ncludes consulting fees of $23,740 paid for marketing support services
The elemants of emoluments have been determined on the basis of the cost to the Company.

Except as detaitad in the Remuneration Report or below, no director has received or become entitied to
receive, during or since the financial period, a benelit because of a contract made by the Company or &
related body corporate with a director, a firm of which a director is & member or an entity in which a divector
has a substantial financial inlerest. This statement excludes a benefit included in the aggregate amount of
emoluments received or due and recelvabie by directors and shown in the Bemuneration Report, prepared
in accordance with the Corporations regulations, or the fixed salary of a full time employee of the Company.

Girectors’ Interest in Contracts with the Company

There are no material contracts involving directors’ interests at the end of the financial year nor have any
been entered into since the end of the pravious financial year not otherwise disclosed in this report.

The Axishealth businass leases premises from My Brett Chaong and Mrs Lyn Cheong, Mr Cheong being a
direcior of the Company. The lease runs for & yvears from 1 January 2008 with an optien for two further
terms each of three years. The rent paid is on commercial terms and the directors consgider Mr Cheong's
association with the arrangement is on arm's-tength terms and conditions. The total rent payable to Mr and
Mre Cheong by the Company for the year ended 30 June 2010 was 5180,000.

From 1 July 2009 until 31 August 2009 the Registered Office of the Company was al the premises of
Chinlcal Advisory Services Pty Ltd, an entity associated with Mr Tanner. The Company leased an office
from and paid Clinical Advisory Services monthly rental for the use of the office. The rent paid was on
comrmercial terms and the directors consider Mr Tanner's association with the arrangement between the
Company and Clinical Advisory Services is on arm's-length terms and conditions. The total rent paid to
Clinical Advisory Services by the Company for the year ended 30 June 2010 was $1.000 (2009 $6.000).

11y
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Directors’ interests

As @t the date of this report the interesis of the directors held either directly or through entities they contral,
in the securities of the Company are as follows:

Fully paid ordinary Listed oplions Unlisted gptions
shares (PGC) 2¢ 31/05/2012 (PGCOA) 3¢ 30/06/2013
Mr S F Tanner 10,726,631 5,287,500 1,000,000
Mr M A Simari 9,844,204 5,544,194 1,000,000
Mr M C Newton 1,454,500 - -
Mr B A Cheong 27,880,809 - -
Mr T L Blanche 24 521 202 24 000,000

The Directors of the Company are encouraged 1o hold shares in the Company and are petmitied to trade in
the Company's securities consistent with the Company's securities trading policy {refer Corporate
Governance Report). All directors sign an agreement with the Company in which they undertake to advise
the Company whenever they or a related party trades in the Company's securities,

it iz the Company's policy that directors and executives of the Company are required to seek the prior
written approval of the Board before emetihg inte hedging arrangaments in respect to their holdings of
company equity instruments. The executive or director must provide full details of any such hedging
arrangements for consideration by the Board. The Board will consider each approach for approval on s
marits, taking Into account the stze of the holding, the level of exposure, the repayment requirements and
the impact any adverse market conditions may have on the capital structure of the company.

Share Options

Options outstanding at the date of this report which are exercisable into ordinary shares of Paragon Care
Limited are:

Options Number Torm Exercise Price
Quoted PGCOA options 146,816,320 31 May 2012 $0.02
Lnguoted options 10,250,000 30 May 2013 £0.03

Cption holdets do not have any right, by virtue of the option, to vole, 1o participate in dividends or to the
procesds on winding up of the Company.

Shares issued As A Result OF The Exercise OF Oplions

During the financial year no fully paid ordinary shares (PGC) were issued ag a result of the exercise of any
options. No ordinary shares have been izsued since the end of the financial year as a result of the exercise
of any options.

No peraon antitied to exercise the options had or has any right by virtue of the options to participate in any
shara issue of any ather body corporate.

Indemnification and Insurance of Rirectors and CGfficers

The Company hag paid premiums to insure all the Directors and Officers against liabifities for costs and
expenses incurred by them in defending any claims arising out of thelr conduct while acting in the capacity
of Director of the Company to the extent permitied by the Corporations Act 2001. The contract of ingurance
prohibits disclosure of the nature of the ligbility and the amount of the premium.
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Directors and Officers indemnity

The Company hag eniered inte an indemnity Deed with ach of the Directors which will indermnnify them
against liabiity incurted to a third party (not being the Company or any related company) where the liability
does not arise out of the conduct involving a lack of good faith. The Indemnity Deed will continue o apply
for a petiod of 10 yaars after a Director ceases to hold office and a Directors’ Access and Insurance Deed
with each of the Directors pursuant to which a Director can request access 1o copies of documents provided
o the Director whilst serving the Gompany for a period of 10 years after the Director ceases o hold office.
There will be cartain restrictions on the Directors’ entitiement to access under the deed

Proceedings on Behall of Company

No person has applied for leave of the Court o bring proceedings on behalf of the company or intervena in
any proceedings to which the company is a party for the purpose of taking responsibllity on behalf of the
company for alf or any part of those proceedings.

The company was not a panty to any such proceedings during the year

Auditor

RBSM Bird Carmeron was appointed Company auditor on 27 November 2002 and will continue in office in
accordance with section 327 of the Corporations Act 2001,

Non-Audit Services

The Company may decide 1o engage the auditor on assignments additional to their statutory audit dulies
where the auditor's expertise and experiance with the Group are important,

The Board of Directors has considerad the position and is satisfisd that the provision of the non audit
services listed below is compatible with the general standard of indepandence for auditors imposed by the
Corporations Act 2001.

Duting the year the {ollowing fees were paid or payable for services provided by RSM Bird Cameron, the
auditor of the parent entity, its related practices and non refated audit firms:

2010 2009
§ $

Audit Services
Audit anc review of financial reports and other audit work 44 000 64,745
under the Corporations Act 2001
Non audit services
Taxation services 6,535 8,550
Other gervices age .
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Auditor's Independence Declaration

A copy of the auditor's independence declaration as redquired under section 307C of the Corporations Act
2001 is set out on page 14.

Signed In agcprdance with a resolution of the Directors:

/

S, F. Tanner (\
Chairman
30 September 2014




RSM Bird Cameron Partners

Chartered Accountants

|

RSM Bird Cameron Partners

Level B Riallo South Towar

525 Collins Streat Melbourne VIC 3000
PO Box 248 Collins Street Wesl VIC 8007
T+B13 9288 1800 F +61 3 9288 1989
WWW.IsMIi com.au

AUDITOR’S INDEPENDENCE DECLARATION

As lead auditor for the audit of the financial report of Paragon Care Limited for the year ended 30 June 2010, |
declare that, to the best of my knowledge and belief, there have been no contraventions of:

(i)  the auditor independence requirements of the Corporations Act 2001 in relation to the audit; and

(i)  any applicable code of professional conduct in relation to the audit.

%f/"f é/‘:«.ﬁ& émw.u /fow

RSM BIRD CAMERON PARTNERS
Chartered Accountants

B

lians

R B MIANO
Partner

30 September 2010
Melbourne, VICTORIA

14
Liabifity limited by a Major Offices in: R5M Bird Cameran Partners is an independent member flrm of RSM
scheme approved under Perth, Sydney, Melbourne, International, an affiliation of independent sccounting and consulting firms,
Professional Standards Adelaide and Canberra RSM International is the namea given to a network of Independent accounting
| egislation ABN 36 965 185 036 and cansulting firms each of which practises In Ifs own right, RSM Interpational

does not exist in any Jurisdiclion a5 a separate legal entity, m'
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Continuing operations

Renvenue

Cost of sales

Gross profit

Othet revente

Operating costs

Corporate cogts

Finance costs

Selling and distribution

Employes and consultants costs (incl, directors fees and
remuneration)

Share of the profit or losa of agsociates
Profit/{loss) before tax

income tax expense

Profit for the year

Othar Comprehensive income

Gain on available-for-sale assets

lssue of options

Grair on cash Row hetges

Other comprehensive income for the year, net of tax
Total comprohansive income for the yeay

Profit for the period attributable to:
Owners of the parent

Total comprehensive income for the year attributable to:
Owners of the parent

Earnings per share
Basic {cents per share}
Diluted (centa per share)

MNote

13

23
23

2010 2009
$ $
9,405,009 1,100,374
{8,779,387) (146,637)
3,525,622 053,747
21,676 25,908
(842,812) (318,859)
(120,163) (121,714
(224,899) {44,230)
(166,192) -
(2,231,779) (838,958)
34,038 35,025
85,401 (309,001)
52,29 2,819
147,782 (377,910)
5,364
20,600
26,112 .
46,112 B, 264
193,894 (306,546)
147,782 {311,910)
147,782 (371.610)
193,894 (306,548)
193,894 (306,546)
0.1 (0.3)
0.0 (0.3)

The above Consolidated Statemeant of Comprehensive Income should be read in conjunction with the accampanying
notes which form an infegral part of these finanecial statemernts.
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Consofidated Statement of Financial Position

Ag at 30 June 2010

Note 2010 2009

& 5

ABSETS
Current assots
Cash and cash equivalents 7 1,503,679 982,835
Invantories 8 1,241,673 .
Other financial assets 10 26,112 1,632,371
Trade and other recelvabies 9 2,790,774 365,451
Total currant asseis 5,662,238 2,980,757
Non-current asseis
Trade and other recaivables 9 245,000 215,000
Imestmaents accounted for uging the equity method 13 333,049 311,811
Plant and equipment 11 469,673 16,000
intangibles 12 5,186,950 533,066
Total non-current assols 6,235,572 1,074,977
TOTAL ASSETS 11,797,810 4,065,734
LIABILITIES
Current Habiliities
Trade and other payables 14 3,380,505 289,521
interest bearing liability 15 966,857 450,000
Frovislons 16 193,030 7,838
Total current liabilites 4,5532&%2"‘ 747,359
Noh-current tiabilities
Trade and other payables 14 " 77,143
interest bearing liabiiity 15 3,906,455 u
Defarred tax Habilities - 85,918
Provisions 16 2,328 8,012
Total non-current labilities 3,908,793 175,073
TOTAL LIABILITIES 8,448,185 922,432
NET ASSETS 3,348,625 3,133,302
EQUITY
Contributed souity 17 9,650,520 9,638,0H
Reserves 18 562,997 516,885
Accumulated logses (6,873,892) (7,021,674)
TOTAL EQUITY 3,348,625 3,133,302

The above Consalidated Staternent of Financial Fosition should be read in conjunction with the accompanying notes
whict forrm an integral part of these financial statements,
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Paragon Care Limited
ABN: 76 064 551 426

Consolidated Staterment of Changes in Equity
For the year ended 30 June 2010

Share Share Investment Currency Accumulated Total equity
eapital option revajuation  hedge lngses
resgrve reserve reserve
$ $ $ $ $ %

Balance at 1 July 2008 7,073,531 206,808 (5,364) . (6,709,764) 565,211

Profit / (loss) for the year - - - (311,910 {311,910}
Giain on avaliable-for-zale

azgels - - 5,364 - - 5,364

Total comprehensive

income for the yoar " - 5 364 - (315, 910) {306,54¢6)
Issue of options 2,640,000 310,077 - - - 2,950,077
Issue of share capital 42,857 - - " - 42,867
Equity transaction costs (118,297) - - - - {118,297)

Balance at 30 June 2009

9,638,091 516,885 - - (7,021,674} 3,133,302
Balance at 1 July 2009 9,638,091 516,885 - . (7,021,674) 3,133,302
Frofit / (loss) for the year - - - 147,782 147,782
Issue of oplions - 20,000 - - - 20,000
(Gain/ {loss) on cash flow
hedge - - - 26,112 - 268112
Total comprehensive
income for the year . 20,000 . 26,112 147,782 193,854
Imaue of share capifal 21,429 - - 21,429
Balance at 30 June 2010

9,659,520 536,886 - 26,112 (6,873,892) 3,348,625

The above Consolidated Staterment of Changas in Equity should ba read in conjunction with the accompanying notes
which form an integral part of these financial staternents.
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Paragon Care Limited
ABN: 76 064 551 426

Consolidated Statement of Cash Flows
For the year ended 30 June 2010

Nota

(ash flows from operating activities

Recsints from customers

Payments to suppliers and employees

Interest and other items of similar nature paid

tnterast received

Net cash provided by / (used In) operating activities 7{k)

Cash flows from Investing aclivities
Payment for purchase of business, net of cash acquired

Payment for contingent consideration

Proceeds from sale of other financial assets

Proceeds fram sale of plant and equipment

Faymernt for plant and equipraent

Payment for development of website

Dividends Received

Net cash provided by / {used in) investing activities

Cash flows from financing activilies

Proceeds from borrowings

Fepayment of borrowings

Proceeds from issues of sacurllies

Other - share [8sue cosls

Net cash provided by f {used in) financing activities

Net increase / (decrease) in gash and cash equivalents

Cash and cash equivalentis ai the beginning of the financial

year

Cash and cash equivaients at the end of the financial

period 7(a)

2010 2009
% $
10,488,721 1,040,674
(10,067,753) (1,463,448)
(217,454) (39,639)
21,676 11,714
235,190 (450,699)
(3,905,064) (1,072,371)
(40,000) .
- 14,646
29,091 -
(162,973) (7,873)
(15,000) (5,976)
12,000 18,000
(4,081,946) (1,053,574)
5,087,500 -
(720,000) (50,000)
. 2,970,076
. (78,297)
4,367,500 2,141,779
520,744 637,506
982,935 345,429
1,503,679 982,035

The above Consolidated Staternent of Cash Flows should be read in conjunction with the accompanying notes which
form an integral part of these financlal statomanis,
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Paragon Care Limited
ABN: 76 064 551 426

Notes to and forming part of the Financial Siatements
For the year ended 30 June 2010

Note 1 Summary of Significant Accounting Policies

The financial report of Paragon Care Limited (the Company) for the year ended 30 June 2010 was
authorised for lssue in accordance with a reseciution of the directors on 30 September 2010,

The financial report includes the consolidated financial statements of the Company and its controlled
entities (the Group).

Paragon Care Limited is a company limited by shares incorporated in Australia whose shares are publicly
traded on the Australian Stock Exchange.

The nature of the aperations and principal activities of the Group are described in the Directors’ Report,
(a) Basis of preparation

" The financial raport i a general purpose financial report that has been prepared in accordance with
Austratian  Accounting  Standards, Australian  Accounting  Interprefations,  other  authoritative
pronouncements of the Australian Accounting Standards Board and the Corporations Act 2001.

Austratian Accounting Standards set out accounting policies thag the AASB has concluded would result in a
tinancial report containing relevant and reliable information about transactions, events and conditions o
which they apply. Compliance with Australian Accounting Standards ensures that the financial statements
and notes also comply with Intemnational Financial Reporting Standards.  Material accounting policies
adopted in the preparation of this financial report are presented below, They have baen congistantly applied
unlass otherwise stated,

The consolidated financial statements of the Group also comply with International Financial Reporting
Standards (IFRS) as issued by the International Accounting Standards Board (1ASE).

The financial report has heen prepared on an accruals basis and i3 based on historical costs modified,
where applicable, by the measurement at fair value of selected non-current assets, financial assets and
financial liabilities,

The Group has applied the revised AASE 101 Presentation of Financial Statemanis which became effective
on 1 January 2009, The revised standard requires the separate presentation of a statement of
comprehansive income and a staterment of changes in equity. All non-owner changes in aquity must now be
presented in the Statement of Comprehensive income. Az a consequence, the Group had to change the
prasentation of #s financial statements. Comparative information has been re-presenied so that i is also in
corformity with the revised standard.

{b} Principles of Consolidation

The consolidated financial stalements incorporate the assets, kabilities and resulis of entities controlled by
Company at the end of the reporting pariod. A controlled entity is any entity over which Company has the
power {0 govern the financial and operating policies so as to obtain benefiis from the entity's activities,
Control will generally exist when the parent owns, directly or indirectly through subsidiaries, more than half
of the voting power of an entity. In assessing the power to govern, the existence and effect of haldings of
actual and potential voting rights are also considerad.

Whaere cortrolled entities have entered or left the Group during the year, the financial parformance of those
artities are included only for the period of the year that they were controlled. A list of controlled entities is
contained in Note 21 to the financial statemants.

in preparing the consclidated financial statements, all inter-group balances and transactions between
entities in the consolidated group have been eliminated on consclidation.  Accounling policies of
subsidiaries have been changed where necessary to ensure consistency with those adopted by the parem
entity,
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Paragon Care Limited
ABN: 76 064 551 426

Notes to and forming part of the Financial Statements
For the year ended 30 June 2010

Note T Summary of Significant Accounting Policies {continued)

MNon-controlling interests, being the equity in a subsidiary not attributable, directly or indirectly, to a parent,
ara shown separately within the Equity section of the consolidated Statement of Financial Position and
Statement of Comprehensive Ihcome. The non-controlling interests in the net assels comprise thel
interests at the date of the original huginess combination and their share of changes in equity since that
date

{c) Segment Reparting

Cperating segments are reported in a manner consistent with the internal reporting provided to the chief
operating decision maker. The chief operating decision maker, who is responsible for allogating resources,
and assessing performance of the operating segments, has been identified as the board of directors.

(d) Revenue

Amounts disclosed as revanue are net of retums, trade allowances and duties and tax paid. Revenue from
the sale of goods is recognised when control of the goods passes to the customer. Revenue generated for
the Company by the Lifetime Planning business comes from three fee / commigsion income streams. The
Lifetime Planning business provides financial advisory services to clients and receives fees for advice
provided together with origination commission on investments made by clients with investment managers
on the basis of the advice provided. Additionally the investment manager will normally pay a traiting
commisgion over the life of the investment by clients with the investmant manager.

Fee / Commission revenues are recognised as follows:

Fees for advice

Faes for advice are recognised upon recaipt of the fee.

Qrigination commissions

Origination cammissions are recognised upon the investment by a client with an investment manager baing
setlied and upon receipt of commission from the investment manager.

Trailing commissions

The Company receives traifing commissions from invesiment managers on investments held by clients that
wera originated by the Company. The trailing commissions are received over the life of the investment by
the client based on the market value of the monthly investment balance. On initlal recognition, trailing
commission revenue and receivables are recognised at fair value, heing the expected future frailing
commigssion receivables discounted to their net present value., Subsequent o initial recognition and
measurement on the trailing commission asset is measured at amortised cost. The carrying amount of the
trall commission asset is adiusted to reflect actual and revised estimated cash flows by recalculating the
carrying amount through computing the present value of estimated future cash flows at the original effective
interest rate. The resulting adjustment is recognised as income or expense in the profit and loss account.

Interest revenue Is recognised on an accrual basis taking into account the interest rates applicable to the
financial assets.

Dividend revenue from investments is recognised when the Group’s right to receive payment has been
established,

{e) Foreign Currency Transactions

Fareign currency transactions are transiated into functional currency using the exchange rales prevaiing at
the date of the transactiort. Forelgn currency monetary items are transiated at the year-end exchange rale.

MNorn-monetary tems maeasured at historical cost continue 1o be carried at the exchange rate at the date of
the transaction. Noremonstary iterns measured at fair value are reported &t the exchange rate at the date
when {air values were determined.

Exchange differences arising on the translation of monetary items are recognised in the statement of
comprehensive income, except where deferred in equity as a gualifying cash flow or net investmen! hedge,
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Notes to and forming part of the Financial Statements
For the year ended 30 June 2010

Note 1 Summary of Significant Accounting Policies (continued)
(f} Income Tax

The income tax expense (revenue) for the vear comprises current income tax expense (income) and
deferred tax expense (income).

Current income tax expense charged to the profit or loss is the tax payable on faxable income calculated
using applicable income tax rates enacted, or substantially enacted, as at the end of the reporting period.
Current fax liabifities (assets) are therefore measured at the amounts expected fo be paid to (recovered
from) the relevant axation authority.

Deferred income tax expense reflects movements in defarred tax asset and deferred tax liability balances
during the year as well unused {ax losses,

Currart and deferrad income tax expense (incoms) is charged or credited directly to equity instead of the
profit or logss when the {ax refates to items that are credited or charged directly to equity.

Deferred lax assets and Habilities are ascettained based on temporary diferences arising betweaen the tax
bases of assets and labilities and thair carrying amounts in the financial statements. Deferred tax assels
also result where amounts have been fully expensed but future tax deductions are available. No deferred
income tax will be recognised from the initial recognition of an asset ar liabilty, excluding a business
combination, where there is no effect on accounting or taxable profit or loss.

Deferred {ax assets and liabilities are calculated at the lax rates that are expected to apply 1o the period
when the assel is realised or the ability is seltled, based on tax rates enacted or substantively enacted at
the end of the reporting period. Thelr measurement aigo reflects the manner in which management expects
to recover or settle the carrving amount of the related asset or Hability.

Delorred tax assets relating to temporary differences and unused 1ax losses are recognised only to the
axtent that # is probable that future taxable profit will be available against which the benefits of the deferred
tax asset can be utilised. Where temporary differences exist in relation fo investments in subsidiaries,
branches, agsociates, and joint ventures, deferred tax asseis and liabilities are not recognised whera the
timing of the reversal of the temporary difference can be confrolled and it is not probable that the reversal
will oceur in the foreseeable future.

Current tax assets and liabilities are offset where a legally enforceable right of set-off exists and it is
intended that net settlement or simultanacus realisation and settlement of the respective asset and liability
will ocour. Deferred tax assets and labilities are offset where a legally enforceable right of set-off exists,
the deferred tax assels and liabilities relate to income taxes levied by the same faxation authority on either
the same taxable entity or different taxable entities where it is intended that net settlement or simultaneous
realisation and settlement of the respective asset and liability will occur in future periods in which significant
amounts of deferrad tax assets or liabilities are expected to be recoverad or settled.

Tax Consolidation

Paragon Care Limited and its wholly-owned Australian subsidiaries have formed an income tax
consolidated group under tax consolidation legislation. Each entity in the Group recognises s own current
and deferred tax assets and liabilities. Such taxes are measurad using the ‘stand-alone taxpayer” approach
to alfocation.  Current tax labilities (assets) and deferred tax assets arising from unused 1ax losses and tax
eradits in the subsidiaries are immediately transterred to the head entity. The Group notified the Ausiralian
Taxation Office that it had formed an income tax consolidated group 1o apply from 1 July 2008, The tax
consolidated group has entered a lax funding arrangement whereby each company in the Group
contributes to the income tax payable by the Group in proportion to their contribution ta the Group's taxable
income, Differences between the amounts of nel fax assels and liabilities derecognised and the net
amounts recognised pursuant to the funding arrangement are recoghised as either a cantribution by, or
distribution to the head eniity.
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Notes to and forming part of the Financial Statements
For the year ended 30 June 2010

Note 1 Sumimary of Significant Accounting Policies (continued)
(g) Cash and Cash Bquivalents

Cash and cash equivalents include cash on hand, deposits held at call with banks, ¢ther short term highly
Hguid invesiments with ariginal maturities of three months or less, and bank overdrafts, Bank overdrafis are
shown within short term borrowings in current liabilities on the balance sheet.

(h} Trade & Other Receivables

Trade receivables are recognised when the fisks and rewards of ownership or provision of services of the
underlying sales transactions have passed 1o custormners. This event usually occurs on delivery of product to
customars or provision of services, Trade receivabios are recorded &t nominal amounts. Credit terms are
30 days. The collection of trade receivables is reviewed on an ongoing basis. Debts which are known to be
uncollectable are written off. An allowance for doubtiul debts is ralsed when the directors consider it is
probable that the debt is impaired and that it will not be collacted,

{i} inventories

inventories are measured at the lower of cost and nel realisable value. Costs incurred in bringing each
product to ita present location and condition are accounted as cost of direct material and labour and a
proportion of manufacturing overheads based on normal operating capacity.

(i} Financial instruments
Recognition ard initial measurement

Financial instrumems, incorparating financial assets and financial Kabilities, are recognised when the eniity
hacomes a party o the contractual provisions of the instruments, Trade dale accounting is adopted for
financial assats that are deliverad within timeframes established by markeiplace convention.

Financial instruments are initially reasured at faiy value pius transactions costs where the instrument is not
classified as at fair value through profit or loss, Transaction costs related to instruments classified as at fair
vaiue through profit or loss are expensed fo profit or ioss immediately. Those financial instruments entered
into by the Group are classified and measured as set out below,

Derecognition

Financial agsets are derecognised where the contractual rights to receipt of cash flows expires or the asset
is transferred to another party whereby the entity no longer has any significant continuing involvement in
the risks and benefits assoclated with the asset. Financial liabilities are derecognised where the related
obligations are either discharged, cancelled or expite. The difference between the carrying value of the
financtal liabitity extinguished or transfetrad to another party and the fair value of consideration paid,
including the transfer of non cash assets or labilities assumed is recognised in profit or logs.

Clagsification and subsequent measurement

{i) Loans and receivabies

Loans and receivables are non derivative financial assets with fixed or determinable payments that are not
guoted in an active market and are subsequently measured at amortised cost using the effective interest
rate method.

Trade receivables, heing generally on 30 day terms, are recognised and carried at original invoice amourtd

tess provision for any uncollectible debts. An estimate for impaired debtors is made when collection of the
tull amount is no longer probable, Bad debts are written off as incurred.

k3
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Notes to and forming part of the Financial Statements
For the year ended 30 June 2010

Note 1 Summary of Significant Accounting Policies (continued)
(i)} Financial liabiilties

Naon derivative financial liabilities (excluding financial guarantees) are subsequently measured at amortised
cost using the effective interest rate method.

Due to their short term nature irade and other payables are not discounted. They represent liabfiities for
goods and services provided to the Group prior to the end of the financial year that are unpaid and arise
when the Group bacomes obligad to make future payments in respect of the purchase of these goods and
services. The amounts are unsecured and are usually paid within 30 days of recognition.

Hedge accounting

The group designates certain derivatives as either:

{i hedges of the fair value of recognised assets or dabilities or a firm commitment (fair value
hedge); or
{i) hedges of highly probable forecast transactions (cash flow hedges).

Al the inception of the transaction the relationship between hedging instruments and hedged items, as well
as the Group's risk management objective and stralegy for undertaking various hedge transactions s
documented. Assessments, both at hedge inception and on an ongoing basis, of whether the derivatives
that are used in hedging fransactions have been and will continue to be highly effective in offselting
changes In fair values or cash Hows of hedged Hems, are also doclmented.

{h) Fair Value Hedge

Changes in tha fair value of derivatives that are designated and qualified as fair value hedges are recarded
in the statement of comprehensive income, together with any changes in the fair value of hedged asseis or
fabilities that are attributable to tha hedged risk.

{ii) Cash Flow Hedge

The effective portion of changes in the fair value of derivatives that are designated and gualify as cash flow
hedges is deferred to a hedge reserve in equity. The gain of loss ralating to the ineffective portion is
recognised immediately in the statement of comprehensive income. Amounts accumulaled In the hedge
reserve in equity are transferred to the statemnent of comprehensive Income in the periods when the hedged
item wili affect profit or loss.

Fair value estimation

The fait value of financial assels and financial liabilities must be estimated for recognition and
measurement or for disclosure purposes.  Unless otherwise disclosed in the notes 1o the financial
staternents, the carrying amount of the Group’s financial instruments approximates their fair value,

(k) Property, Plant & Equipment

Each clags of property, plant and equipment is carred at cost or fair value as indicaled less, where
applicable, any accumulated depreciation and impairment losses

Plant and Equipment
Plart and equipment are measured on the cost basis.

The carrying amount of plant and equipment is reviewed annually by directors to ensure it 15 not in excess
of the recoverable amount from these assets. The recoverable amount is assessed on the basis of the
expected net cash flows that will be received fram the asset's employment and subsequent disposal. The
expecied net cash flows have been discounted 1o their present values in determihing recoverable amaounts,
The cost of fixed assets construcied within the consolidaied group includes the cost of materials, direct
labour, borrowing costs and an appropriate proportion of fixed and variable overheads,



Paragon Care Limited
ABN: 76 064 551 426

Notes to and forming part of the Financial Statements
For the year ended 30 June 2010

Note 1 Summary of Significant Accounting Polictes (continued)

Subsequent costs are inchuded in the asset's carrving amourd of recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to the
Group and the cost of the item can be measured reliably. All other repairs and maintenance are charged 1o
the slatement of cormnprehensive ingome during the financial period in which they are incurred.

Depreciation

The depreciable amount of all fixed assets including buildings and capitalised leased assets, but exclucting
fraehold land, s depreciated on either a straightline or diminishing value basis over the asset's useful life
o the Group commencing from the time the asset is held ready for use. Leasehold improvaments are
depreciated over the shorer of aithar the unexpired perlod of the lease or the sstimated useful lives of the
improvements.

The depreciation rates used for each class of depreciable assets are:

Class of Fixed Asset Repreciation Rate
Furniture, Fittings & Equipmeant 10 -33%
Motor Vehicles 14 - 25%

The assets’ residual values and useful lives are reviewed, and adiusted if appropriate, at the end of each
reporting period.

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

Gains and losses on disposals are determined by comparing proceads with the carrying amount, These
gains and losses are included in the statement of comprehensive income. When revalued assets are sold,
amounts inclided in the revaluation surplus relating to that asset are transferred to retained earnings.

(1) Impairment of Assels

At the end of each reporting period, the Group assesses whether there is any indication that an asset may
be impaired. The assessment will include the consideration of external and internal sources of information
including dividends received from subsidiaries, associates or jointly controlled entities deemed to be out of
pre-acquisition profits. Hf such an Indication exisis, an impairment test is carried out on the asset by
comparing he recoverable amount of the asset, being the higher of the asset's fair value less costs to sell
and value in use, ta the assel’s carrying value. Any excess of the asset's carrylng value over its recoverable
amount is expensed to the statermnent of comprehensive income.

Whaere it is not possible to estimate the recoverable amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which the asset befongs.

impaimment testing ia performed annually for goodwill and intangible assets with indefinite lives,
(m) Investments in Associates

Aggociate companies are companies in which the Group has significant influence through holding, directly
or indirectly, betwaen 20% and 50% of the voting power of the company. Investments in associales are
accounted for in the financial statements by applying the equity method of accounting whereby the
investment is initially recognised at cost and adjusted thereafler for the post-acquisition change in the
Group's share of net agseta of the associate company. in addition the Group’s share of the profit or loss of
the associate company is included in the Group's profit or logs.

The carrying amount of the investment includes goodwill relating 1o the associate. Any excess of the
Group’s share of the net far value of the associate's identifiable asseis, Habilities and contingent Habilities
over the cost of the investment Is excluded from the carrying amount of the investment and is instead
includad as income in the determination of the investor's share of the associate's profit or loss in the period
i which the investment is actuired.
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Note T Summary of Significant Accounting Policies (continued)

Profite and lossas resulting from fransactions between the Group and the associale are eliminated to the
extent of the relation {0 the Group’s invesiment in the associate.

When the reporting dates of the Group and the associate are different, the associate prepares, for the
Group’'s use, financial staternents ag of the same date as the financial statements of the Group with
adjustments being made for the effects of significant transactions or events that ocour between that date
and the date of the tnvestor's Tinancial statements,

Whan the Group's share of losses in an associale equals or exceeds its interest in the associate, the Group
discontinues recognising its share of further losses unless it has incurred legal or constructive obligations or
made payments on behalf of the associate. When the associate subsequently makes profits, the Group will
resurne the recognition of iis share of those profits once is share of the profits equals the share of the
losses not recognised,

{n) intangibles
Goodwlli

Goodwilt represents the excess of the cost of an acquisition aver the fair value of the Group's share of the
et ideniifiable assets of the acguired businass at the date of acquisition.

Goodwill I8 not amottised. Instead, goodwlll is tested for impairment annually, or more frequently i events
or changes in circumstances indicate it might be impaired, and is carried at cost less accumulaied
impairment losses.

Goodwill is allocated to cash-generating units for the purpose of impairment testing.
Website Development

Website develapment costs are capitalised only when incurred.
Development costs have a finite life and are amortised on a systemalic bagis matched to the future
aconomic benefils over the useful life of the webasita,

{0) Trate and Other Payables

Trade and other payables rapresent the liability outstanding at the end of the reporting period for goods and
services received by the Group during the reporting period which remains unpaid. The balance is
recognised as a currant liability with the amount being normally paid within 30 days of recagnition of the
liability.

(p) Employee Benefits

Wages and Salaries and Annual Leave
Liabilities in respact of wages and salaries and annual leave are recognised, and are measured as the
amount unpaid at the reporling date at current pay rates in respect of employees’ service up 1o that date.

L.ong Service Leave

A lighility for long service leave is recognised, and is measured as the present value of expected future
paymenis to be made in respact of services provided by employees up to the reporting date. Consideration
ig given to expected future wages and salary levels, experience of employee departures and perlods of
service. Expected future payments are discounted using interest rates on national government guaranteed
securities with terms of maturity that match, as closely as possible, the estimated future cash outflows,

Superannuation

The gompany contribtied to multi-employer industry funds which provide retirement, disabiity and death
benefits for employees. The company s under no legal obligation to make up any shonfall in any of these
funds.
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Note 1  Summary of Significant Accounting Policies {continued)

Share Based Payments

Share-based compeansation benefits may be provided directly by the issue of ordinary shares or options o
amployess. In February 2010, the Company issued listed options to anh employee as a sign-on bonus. The
Company has determined that the fair value of options issued to employees as an employes benefits
expenses with a corresponding increase in equity, The total amount 0 be expensed Is determined by
reference to the fair value of the options granted.

The fair value of ASX listed ordinary shares or options it measured by the last sale price of the relevant
ordinary shares or aptions on ASX on or inmediately prior to the date of issue. The fair value of unlisted
options at grant date is determined using the Black-Scholes maodel that takes inte account the exercise
orice, the term of the option, ihe vesting and perfarmance criteria, the impact ot dilution, the non-tradeable
nature of the option, the share price at grant date and expected price volatility of the underlying share, the
expecied dividend yield and the rigk-free interest rate for the term of the arrangameant. An expense is taken
up over the pariod during which the employees become entitted to the option,

(¢) Provisions

Provisions are recoghised when the Group hag a legal or constructive obligation, as a regult of past events,
for which it is probable that an outflow of economic henefits will result and that outflow can be reliably
measured.

(r) Leases

Leases of fixed assets where the Group, as lessee, has substantially all the risks and benefits of ownership,
are classiflied as finance leases,

Finance leases are capitalised by recording an asset and a liahility at the lower of the amounts equai to the
fair value of the leased properly or the prezent value of the minimum lease payments, including any
guaranteed residual values, Lease payments are allocated between the reduction of the lease liability and
the lease interest expense for the period,

Leased assets are depreciated on a straight-line hasis over the shorter of thelr astimated useful lives or the
lease term.

Lease payments for operating leases, where substantially all the rigks and benefits remain with the lessor,
are charged as expenses in the periods in which they are incurred,

(s} Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of
GST incurred is not recoverable from the Tax Office. i these circumstances the GST is recognised as part
of the cost of acquisition of the assel or as part of an ilem of the expense. Receivables and payables in the
statemaent of financial position are shown inclusive of GST.

Cash flows are prasentad in the statement of cash flows on a gross basis, except for the GBT compoenent
of investing and financing activities, which are disclosed as operating cash flows.

(1) Business Combinations

Business combinations occur where an acquirer obtains control over one or more businesses and results in
the consolidation of its assets and jiabilities

A business combination is accounted for by applying the acquisition method, unless it is a combination
involving entities or busingsses under common control. The acquisition method requires that for each
pusingss combination one of the combining entities must be identified as the acquirer {L.e. parent entity).
The husiness combination will be accounted for as at the acquisition date, which 8 the date that eontrol
over the acquirge is oblained hy the parent entily. At this date, the parent shall recognise, in the
eonsolidated accounts, and subject fo certain limited exceptions, the fair value of the identifiable assets
acquired and liabilities agssumed. In addition, contingent liabilities of the acquiree will be recognised where
a presemnt obligation has been Incurred and its fair value can be reliably measursd,

26



Paragon Care Limited
ABN: 76 064 551 426

Notes to and forming part of the Financial Statements
For the year ended 30 June 2010

Note 1  Summary of Significant Accounting Policies (continued)

The acquisition may resulf in the recognition of goodwill or a galn from a bargain purchase. The method
adopted for the measuramaent of goodwill will impact on the measurement of any non-controlling interest to
be recognised in the acquires where less than 100% ownership interest is held in the acquiree.

The acquisition date fair value of the consideration transferred for a buzsiness combination plus the
acquisiton date fair value of any previously held equity interest shall form the cost of the Investment in the
separate financial statements,  Consideration may comprise the sum of the assets transferred by the
acquirer, liabifities incurred by the acquirer to the former owners of the acquiree and the equity interests
issued by the acquirer,

Fair value uplifts in the value of pre-existing eauity holdings are taken to the statement of comprehensive
income. Where changes in the vaiue of such equily holdings had previously been recognised in other
comprehensive income, such amounts are recycled to profit or loss,

Included in the measurerment of consideration transferred is any asset or liability resulting from a contingent
consideration arrangement. Any obligation incurred relating to contingent consideration is classified as
either a financial lighility or equity instrument, depending upen the nature of the arrangement,  Rights 1o
refunds of conglderation previously paid are recognised as a receivable.

Subsequent to inttial recognition, coniingent consideration classified as equity i3 not remeasured and its
subsequent selflement is accounted for within equity. Contingent consideration classifiad as an asset or a
liability is remeasdred each reporting periad to fair value through the statement of comprehensive income
untess the change in value ¢an be identified as axisting at acqulsition date.

All transaction costs incurrad in refation to the business combination are expensed fo the statement of
comprehensive incomae.

{u) Contributed Equity
Ordinary sharas are classified as equity.

Incremental costs dirgctly attributable to the issue of new shares or options are shown in equity as &
deduction, net of tax, from the proceeds. Incremental costs directly attributable io the issue of new shares
ar options for the acquisition of a business are not included in the cost of the acquisition as part of the
purchase consideration,

if the entity reacquires its own equity instruments, for example, as the result of a share buy-back, those
instruments are deducted from eguity and the associated shares are cancelled, No gain of loss is
recognised in profit or loss and the consideration paid including any directly attributable incremental costs
{net of income taxes) is recognised directly In equity.

{v} Earnings per Share

Basle garnings per share

Basic earnings per share is determined by dividing the operating profit after income tax atiributable to the
Group by the weighted average number of ordinary shares outstanding during the financial year, adjusted
for bonus elements in ordinary shares issued during the financial year,

Diluted earnings per shara

Diluted earmings per share adjusts the figures used in the determination of basic earnings per share by

taking into account amounts unpaid on ordinary shares and any reduction in earnings per share that will
probably arise from the exercise of options outstanding during the year.
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Note 1 Summary of Significant Accounting Policies (continued)
(W) Comparative Figures

When required by Accounting Standards, comparative figures have been adjusted o conform 1o changes in
presentation for the current financial year.

When the Group applies an accounting policy retrospectively, makes a relrospective restatement or
reclassifies items in s financial statements, a statement of financial position ag at the beginning of the
aarliest comparative period will be disclosed.

{x) Adoption of New and Revised Accounting Standards

The Group has adopted the following new and revised Australian Accounting Standards issued by the
AASE which are mandatory 1o apply to the current year. Disclasures required by these Standards that are
dgecmed material have been included in thig Tinancial report on the basis that they represent a significant
change in information from that praviously made available.

() Presentation of financial statements

The Group has applied the revised AASE 101 Presentation of Financial Statements (2007) from 1 January
2009, The revigion of this standard now reguires the consolidated entity to present alb non-owner changes
10 equiity (‘comprehensive income’) in the statement of comprehensive income. The Group has presented
the income statement and non-owner changes in equity in one Statement of Comprehensive Income. Al
owner changes in equity are presentad separately In the Statement of Changes in Equity.

The presentalion requirements have been applied for the entire reporting petiod and comparative
information has been re-presented 1o also camply with the revised AASE 107,

(i) Segment reporting

The Group has applied AASE 8 Operating Segments with effect from 1 July 2009, Previously operating
segments were reported in accordance with AASE 1714 Segment reporting, AASE 8 requires the eniity 1o
jdentity operating segments and disclose segment information on the basis of internal repaorts that are
provided 0. and reviewed by, the chief operating decision maker of the consolidated entity 1o allocate
resources and assess perdormance. In the case of the Group the chief operating decision maker is the
Board of Directors.

As a result of the adoption of AASE & the Group's reportable segments bave changed. Operating
segments now represent the basis on which the consolidated entity reports its segment information to the
Board on a monthly basis. Comparative segment information has been represented to comply with the
requirements of A4SE 8 The change in policy has resulted in a change o the disclosure presented and not
the Grroup’s profit or earnings per share.

(iii) Buginess combinations and cansolidation procedures

Ravised AASE 3 Business Combinations and AASB 127 Consolidatad and Separate Financia! Staterments
apply prospectively from 1 July 2008, Changes introduced by these standards which are expected 1o affect
the consolidated antity, include the following:

« Costs incurred that relate to the business combination are expensed ingtead of comprising part of the
goodwilt acquired on consolidation

+ Any non-controling intarest (previously known as minority interest} in an acquires is measurad at either
fair value or as the non-controlling interest's propottionate share of net identifiable assets of the
acguires,

= The acquirer is prohibited from recognising contingent liabilities of the acquiree at acquisition date that
do not meet the definition of a liability.
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Note t Summary of Significant Accounting Policies {(continued)

« Consideration for the acquisition, including contingent consideration, must be measured at fair value at
acguisition date. Subsequent changes in the falr value of contingent consideration payable are not
regarded as measurement pariod adjustments bul are rather recognised in accordance with other
Australlan Accounting Standards as appropriate.

= The proportionate interest in losses attributable to non-controfling interests is assigned to non-controlling
frferests drespective of whethar this results in a deficit balance. Previously, losses causing a deficit to
man-controfling interests were allocaled to the parent entity.

« Where control of a subsidiary is losl, the balance of the remaining investment account shall be
remeasured 1o fair value al the date that control is lost.

{v) New Accounting Standards for Application in Future Periods

At the date of this financial repott AASB 9, AASE 2008-11, AASB 2009-8, AASE 2009-10, AASE 2008-12
AASR 2009-13 and AASB Interpretation 19 which may impact the entity in the period of initial application,
have been issuad but are not yet effective. These new standards have not been applied in the preparation
of this financial repart. Other than changes 1o disclosure formats, it is not expecled that the initial

application of these new standards in the future will have any malerial impact on the financial repart.

Reference Title Summary Application
date
{financial
years
beginning)
AASE 8 Financfal instruments | Replaces the requirements of AAGE 139 for 1 January
the classification and measurement of financial | 2013
assets, This is the result of the first part of
Phage 1 of the IASE's project to replace (AS
39,
Imterpretation | Extinguishing This interpretation addresses the accounting 1 July 2010
19 Financial Liabilities by an entity when the terms of a financial
with Equuity liability are renegotialed and result in the entity
Ingfruments issLing equity inatruments to a creditor of the
entity to extinguish all or part of the financial
liabilty. It does not address the actounting by
the creditor,
AASB 124 Related Party Revised standard. The definition of a related 1 January
Disclosures party is simplified to clarify its intended 2011
meaning and eliminate inconsistencies from
the application of the definition
2008-11 Amendments to Amends AASE 1,3, 4, 5, 7, 101, 102, 108, 1 January
Australian 112, 118, 121, 127, 128, 131, 132, 136, 139, 2013
Accounting 1023 and 1038 and Interpretations 10 and 12
Standards arising as a result of the issuance of AASE 9,
from AASB 8
2009-12 Amendments i Amends AASB 8 Operating Segments as a 1 January
Australian result of the revised AASE 124, Amends AASRE | 2011
Accounting 5,108, 110, 112, 119, 133, 137, 138, 1023 &
Standards 1031 and Interpretations 2, 4, 16, 1039 & 1052
as a result of the annual improvement project,
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Note 1 Summary of Significant Accounting Policies {continued)
Reference Twle | Summary Application
date
(financiai
years
B beginning)
2009-13 Amendments to Amends AASB 1 due to the issuance of 1 July 2010
Australian imterpratation 19 Extinguishing Financial
Agcourting Liahilities with Equity ihstrumaents.
Standards arising
from Imterpretation
12
2009-14 Amendments to Amends Interpretation 14 AASB 119 - The 1 January
Ausfralian fimit of a Defined Benefit Asset, Minimum 2011
Interpretation — Funding Requirements and their Interaction.
Prepayments of &
Minimurm Funding
Reqguirament
2010-1 Amendments to Amends AASB 1 First-time Adoption of 1 duly 2610
Australian Australian Accounting Standards; and AASE 7
Accounting Financial Instruments: Disclosures. Principally
Standards — Limited | give effect to extending transitional provisions
Exemption from of AASE 2008-2.
Comparative AASD
7Disclosures from
First-time Adopters R ‘
AABB 1053 Application of Tiers Thig standard establishes a differential 1 July 2013
of Australian financial reporting framework consisting of two
Accounting Tiers of reporting requirements for praparing
Standards general purpose financial statements,
2010-2 Amendments to This Standard gives effect to Australian 1 July 2013
Atistralian Accounting Standards — Reduced
Accounting Digclosure Requirements and amends AASE
Standards arising 1,2,3,5, 7.8, 101, 102, 107, 108, 110, 111,
from Reduced T2, 118, 117, 118, 121, 123, 124,127,128,
Disclosure 131, 133, 134, 136, 137, 138, 140, 141, 1050
Requirements & 1052 and Interpretations 2, 4, 5, 15, 17, 127,
129 & 1052,
2010-3 " Amendments ta Amends AASB 3, AASB 7, AASE 121, AASE | 1 July 2010

Australian
Accaurting
Standards arising
from the Annual
Irmprovements
Project

128, AABB 131, AASB 132 & AASB 138 asa
resuli of the annual improvements project,
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Note 2 Critical Accounting Estimates and Judgements

The Group makes cerain estimates and assumptions concerning the future, which, by definition will selidom
represent actual results. The estimates and assumptions that have a significant inherent risk in respect of
esfimates based on fulure events, which couid have a material impact on the assets and liabilities in the
nexf financial years, are discussed below:

(i) Impairment of Goodwill

The Group assesses impairmerd at the end of each reporting petiod by evaluating conditions and evants
specific to the Group that may be indicative of impairment triggers. Recoverable amounts of relevant
assets are reassessed using valle-in-use calculations which incorporate various key assumptions. With
respect to cash flow projections for plant and eyuipment based in Australia, growth rates of between 12 -
15% have been factored info valuation models for the next five years on the basis of managament's
axpactations around the Group's continuad ahility to capture market share from competitors. Cash flow
growth rates subsequent to this period have been used as this reflects historical industry averages. The
rates used incorporate allowance for inflation. Pre-tax discount rates of 16.3% have been used in al
models. No impairment has heen recognised in respect of goodwill at the end of the reporting period.

(i} Tralling Commissions

The Group receives tralling commissions from fund managers on seltled investments aver the life of the
mvestment based on the investment balance. The Group is entitled o the trailing commissions without
having ta perfarm further services.

The fair value of trailing commission receivable from fund managers is determined by using a discounted
cash flow valuation. These calculations require the use of assumptions. The assumptions are determined
hy management based on market information available. The key assumptions underlying the fair value
calculations of trailing commission receivable as at 30 June 2010 and 30 June 2002 are summarised in the
table helow:

30 June 2010 30 June 2009
Annual Erosion 20% 25%
Dizcount rate 16.3% 16.3%
Termination year 10 years (2021) 10 years (2020)

i June 2010 the Directors projected the fulure value of the trailing commissions by estimating the annual
arosion of the commissions received. The Lifetime Planning clients tend 1o be older than the industry norm
and in estimating the future value of the trailing commissions as at 30 June 2009 it was assumed the
trailing commission base would decling by around 25% per annum. Analysis of the trailing commissions
raceived since this date indicates the actual erosion is substantially below the 2009 estimate and the
directors have decided 1o value the future trailing commissions as at 30 June 2010 on the basis of an
erosion of 20% per annum. The Directors valued the future frailing commissions portfolio at $400,000 as at
30 June 2009 and on the basis of the revised assumption, new comimissions generated less commissions
recaived; the directars assessment of the value of the future commisslon is $450,000 as at 30 June 2010,

Note 3 Revenue 210 2009
$ $
Trading Revenue
Sale of Goods 8,284,917 -
Commissions & Fees 1,120,092 1,100,574
9,405,009 1,100,374

Other income

Government Grant - Export Market Developiment - 14.194
interest s 21,87 B 11714
Total Qther Income 21,676 25,908

Total Revenue 9,426,685 1,126,282
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Note 4 Profit from continuing operations

Expenses
Profit before income tax expense includes the following
aspacific axpenses:
Depreciation:
Flant and equipment
Amortisation:
Website development costs
Costs of business combination
Employee share option costs
Employee Benetits expense

Note 5  Income tax

Profit / (Logs) from continuing operations
Prima facie tax / (benefit) on operating loss befora income
tax at statutory income tax rate 30% (2008 30%)
Tax effect of amounts which are not deductible (taxable) in
calculating taxable income

Entertainment

Share of Ascentar Ply Lid profits

Dividdends recaived

Dividend imputation credits

Share issue costs 540-880

Temporary diferences not brought 1o account

Tax losses utilised

Temporary differences written back
ncome Tax expanse/( benedl)

Deferred tax batances

(2) Defarred tax assel not recoghised comprise:
Linrecognised tax logses

Timing differences

{b) Deferred tax kablity recognised comprise:
Provigions

Unearned Income

Current year losses

2010 2009
$ ¥
77,838 4,332
6,600 .
79,600 4,601
20,000 -
1,403,370 734,032
2010 2009
3 $
95,491 (306,546)
28,647 (91,964)
6,006 -
{(10,211)
3,600 .
. (5,400)
(7,098)
(3,929) -
(17,105) 100,156
(52,291) .
{62,291 7,792
1,519,659 1,847,012
(72,291) -
1,447,368 1,247,012
- 3,786
. (120,000)
- 26,256
. (89,978)

The amount of deferred tax assets which may be realised in the future is dependent on the assumption that
no adverse change will oceur In Income tax legislation and the anticipation thal the economic entity will
detive sufficient future assessable incoma to enable the benefit to be realised and comply with the

conditions of deductibility imposed by the law,
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Note 6 Auditors’ remuneration 2010 2009

: $ $
During the year the auditor of the Group earmed the following
remuneration:
Audit and review of financial reports 44,000 84,745
Tax consulting senices 6,535 8,500
Other consulting senices 5,819 -
Total remuneration 54,354 73,205
Note 7 Statements of cash flows 2010 2009

$ B

{a) Cash at bank and on hand 1,503,679 982,935
{b) Reconciliation of operating profit (loss) after income tax fo net
cash used in operating activities
Operating profit after income tax 147,782 {311,810)
Non cash items
Depraciation & armortisation 84,538 4,332
Altowance for impairment of debtors 9,397 -
Movement in net prasent value of future trailing commissions (50.000) (50,000)
Share of net profit of Associate accounted for using the equity
triethod ' (34,638) (35,028)
Dhvidend Received
Profil on disposal of assets {6,402) 4,601
Maovemeant in Resarves 94,633 -
Change in operating assets and lighilities
{Increase)/ decrease in trade debtors 189,589 {114,737)
{Increase) decrease in other debtors - (80,789)
{Incraase) decrease in inventory (162,976) -
Increase /{decrease) in provsions (107,605) 4,347
Increase /(decrease) in accounts payabie and other .
payables 122,563 136,663
Increase/{Decrease) in deferred tax abitity (52,291) 2,819
MNet cash outflows from operating activities 235,180 {450,6845)

{c} Non cash financing and investing activities

Other Non Cash Share Issues
In financial year ended 30 June 2010

in Septembar 2009 the Company issued Paragon care Ltd 857,143 ordinary shares as part consideration for
the asquisition of the Tender Living Care busineas. The value of the shares issued as at the dale of issue
was 521,429

in February 2010 the Company issued 2 million Paragen Care Ltd listed options exercisable at two cenis on
or before 31 May 2012 being sign on consideration for 2 new employee. The value of the options issued at
the date of issue was $20,000.
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Note 7 Statements of cash flows (continued)

In financial year ended 30 June 2008

in June 2009 the Company issued 29,080,909 Paragon Care Lid ordinary shares as an advance payment
for part of the consideration for the acguisition of all of the issued capital of Axishealth Ply Ltd. The value of
the shares issued as at the date of issue wae 5640,000.

in June 2009 the Company issued 4 million Paragon Care Lid isted options axercigable at two cents on of
before 31 May 2012 to Melbourne Capital Lid as part of ks fee for arranging the placement of new shares

and options in June 2009, Tha value of the options issued at the date of issue was $40,000.

{d) Financing Facilities
Refer Note 19 (c)

Note 8  Inventories

Current

Finished goods

» gt cost

- at net realisablae valus

Mavements in the provision for imentory written down 1o net realisable value are as follows:

At 1 July

Increase through busineas combinations
Amounts writtan off

Ag at 30 June

Note @  Trade & other receivables

Current

Trade and other receivables
Trailing commissions receivable
GET recaivabie

Other receivables

Non-current
Trailing commissions receivable

(&) Impaired trade receivables

2010 2009
$ $
1,241,673
1 ¥ 24‘1 [ 573 i
60,743
60,743 :
2010 2008
$ &
2,366,489 164,100
205,000 185,000
165,769 5,357
53,516 10,994
2,790,774 365,451
245,000 215,000

As at 30 June 2010 current trade receivables of the Group with & nominal value of $9,387 (2009; $0) ware

impaired. |

The ageing of these receivables is as follows:
Up to 3 months

4 to 6 months

Over 6 months

2010
$

9,397

2009
$

9,397
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Note 8  Trade & other receivables (continued)

2010 2008
% $
Movemenis in the provigion for impairment of receivables are as follows:
A1 July - Rat2i2
Change for the year 9,397 -
Amounts written off as uncofteciable e 527,272
Az at 30 June 9,397 -

(b) Past due but not impaired

As af 30 June 2010, trade receivablag of $145,722 (2009 $5,233) ware past due but not impaired. These
relate to a number of independent customers for whom there is no recent history of default. The ageing
analysis of these frade receivables is as follows:

2010 2008
$ §
Up to 3 rhonths 118,951 5,233
310 6 months L LA -
145,722 5,833

(c) Other receivables
Thase amounts generally arise from transactions cutside the usual operating activities of the group.

(d) Fair value and credit risk

Due to the short term nature of these receivables, their carrying value is assumed fo approximate their fair
value, The maximum exposure to credit risk is the fair value of receivables.

Note 10 Qther financial agsels 2010 2009
$ $
Current
Advance paymants on acgaisition of Axishealth . 1,632,371
Foreign exchange forward coniracts . _ 26,112 -
26,112 1,632,371

Foreign exchange forward coniragts - cash flow hedges

Companies within the Group import maleriale from the United States and Europe. In order o profect
against exchange rate movemants, the group has entered into forward exchange contracts {o purchase
US Dollarg and Euro. These conlracts are hedging highly probable forecasted purchases for the ensuing
financial year. The contracts are timed to mature when payments for major shipments are scheduled to
be made.

The pottion of the gain or loss on the hedging instrument that is determined to he an etiective hedge is
recognised in other comprehensive income. When the cash flows occur, the group adjusts the initial
measurement of the component recognised in the halance sheet by removing the related amount from
other comprehensive income
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Note 11 Plant and equipment 2010 2009
$ 3
Non Currant Assets
Furniture, Fittings and Equipment - at cost 294,016 20,041
Less accumulated depreciation (110,779) {5,041)
Matar Vehicles - at cost 461,528 -
Less accumulated depreciation (175,092) "
Total Plant and Equipment A69.673 15,000
Movement in carrying amount during the yesar:
Beginning of year WDV 15,000 11,459
Additions at ¢cost 162,973 7,873
Acquisition through businass combinations 392,841 -
Disposals {23,203)
Depreciation {i'7,938) {4,332)
Erd of yaar WDV 469,673 15,000
Note 12 Intangible asseis 2010 2009
% $

Wabsite Development Costs 17,909 8,560
Forrnation Expanses 130 -
Goodwil 5,168,911 523,497

5,186,950 533,066
Wehsite development costs
Beginning of year 9.569 3,593
Additions at cost 15,000 5,976
Atmartiseation (6,660) -
End of year 17.909 5.560
The website development cosis are amortised over fwo years.
Formation Expenses
Beginning of year .
Acquisition through business combinations 130
Armortisation - -
£nd of ysar 130 -
Goodwill
Beaginning of year 523,497 253,497
Additions - Acguisition of Tender Liing Care . 270,000
Adgditions - Acqguisition of Axishealth Pty Ltd 2,426,925 -
Additions - lona Medical Products Pty Lid 1,618,989 .
Additions - Volker Augtralia Ply Lid 599,500 -
End of year 5,168,911 823,497
Goodwill

After initial recognition, goodwill acquired in a business combination is measured at cost less any
accumutated impairment losses. Goodwill is not amorised but g subject 1o impairment testing on an annual
basis or whenever there iz an indication of impairment. Goodwill is atiributable fo the profitability of the
business acquired. impairment testing is underiaken by assessing the cash generated from the businesses
and estimating the value of the businesses using cash flow projections.
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Note 12 intangible assets (coniinued)

Key assumptions of these projections included:

= Management projections of incorne and expenses for the five years to 30 June 2015,

+ Management projections for growth in each of the businesses over the five year period.

+ Application of a three times muitiplier for the 2015 year net cash flow to estimate the residual value.

= A discount rate of16.3% was used, being an estimate of the Company's weighted average cost of capital,
being the required rate of return for companies in a similar business.

The net prasent value estimate of the businesses exceeds the aggregate value of each cash generating

unit's assets including the book value of goodwill, At 30 June 2010, there is no indication of impairment of
goodwill.

Note 13 Investments accounted for using the

equity method 2010 2009
$ 5
Lnlisted
Inwestmertt in Ascentor Pty Litd 333,949 311,911
The Company has & 30% equity intarast in Ascentor Pty ‘
Ltd

(b) Movements it the carrying amount of the Group’s investment in associates

Congolidated

Ascentor Pty Lid 311,911 294,886
Dividends Receiwd {12,000) (18,000)
Share of profits after income tax 34,038 35,025
30 June 2010 333,949 311,911

{c) Surmmarised financial information
The following table ilustrates summarnsad financial information refating 1o the Company’s associates:

Extract from the Ascentor Pty Lid balance sheet as at 30 June:

Curram assets 151,703 183,968
Non-current assels 1,108,748 ‘ 1,057,483

1,260,448 1,247,451
Current liabilities {'105,899) (97,651)
Nor-current liabflities " .

(105,899) (97,651)
Net assets 1,154,549 1,149,800
Share of assoclates’ nel assels 346,365 344,940

Extract from the Ascantor Pty Lid income statemant for tha'yaar anded 30 June:
Hevenle 1,025,690 906,281
Net Profit 113,462 116,747
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Note 14 Trade and other payables 2010 2009
$ §
Current
Trade creditors 2,393,304 174,101
Arnounts owing to directors / outstanding fees - 6,050
Other creditors 876,102 108,370
Accrued expenses 111,099 -
3,380,505 289 521
Non Current
Other creditors - 77,143
Note 15 Borrowings 2010 2009
5 $
Current
Secured
Bank Loans 257,150 450,600
Lease Liabilities 9,707 .
Total Current Borrowings 466,857 450,000
Non Current
Secured
Bank Loans 2,585,350 -
Lease Liabilities 46,105 -
2,631,455 -
Unsecured
Convertitle Notes 1,025,000
Loar 250,000 -
1,275,000 450,000
Total Non Current Borrowings 3,906,455 450,000
(a) Secured liabilitias and assets plodged as security
The tatal secured liabilities (cument and non currert) are as follows:
Bank Loans 3,542,500 450,000
Lease Liabilities 55,812 -
3,698,312 450}, 00

The hank loans are secured by a first registered company charge over the whole of the group's assets
together with cross guarantees Tram each of the group companias.

Lease liabilities are effectively secured as the rights to the leased assets recognised in the financial
statements revert to the lessor in the event of default.

(b) Convertible Notes

The parent entity issued 1,025,000 11% notes for $1,275,000 on 9 June 2010, The notes are convertible into
ordinary shares of the parent entity at the option of the holder or repayable on 30 June 2012. The conversion
rate is a maximum of 25 shares for each note held, with the actual rate belng determined by caloulation of the
price at the time of conversion using the formula - the greater of 85% of the market price and $0.04.

(¢) Loan

The parent entity borrowed $250,000 from a private investor on 9 June 2010, The loan must be roepaid on 30
June 2012 or at the option of the borrower any time before this date. interest, at 11% per annum is payable
quarterly Ir arrears.
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Note 16  Provisions

Current

Employes antitiemants
Provision for income tax

Non Currant

Employee Entitlemants

MNote 17 Contributed equity

Fully paid ordinary shares

(a) Ordinary shares

2010 2009
8 &
134,886 7.818
58,145 -
193,030 7,818
2,338 8012
2010 2009
B $
8,669,520 8,638,091

The Company has unlimited authorised capital with no par value, Ordinary shares entitle the holder to
participate in dividends and the proceeds on winding up of the Company in proportion to the number and
amounts paid on the shares held. On a show of hands avery holder of ordinary shares presant at a meeting
in person or by proxy, is entitted to one vole, and upon a poli each share is entitled to one vote.

Movements in ordinary share capital in the Company over the past iwo years were as follows:

Date
1-Jul-08
26-5ep-08

1-May-08

15 & 18 Jun-0B

2619

30-Jun-08
30-Jur-09

28-Sep-09

A-Jun-10

Number of Shares

Qpeaning balance

Part consideration for equity in Tender
Lhving Gare business af issue price of
H0.03,

Piacement of new shares for working
capital purpeses at issue price of
50,025,

Placement of new shares for funding
for part considaration for acquisition of
Axishealth Pty Ltdt and warking capital
purposes af iasue price of $0.025.
26-Jun-Df  Advance for pan
congsideration for acquisition of
Axishealth Pty Lid at lesue price of
%0.022.

Facement Cosis

Closing Balance

Fart consideration for equity in Tender

Livrg Care business at issue price of
$0.025

39

110,961,193

1,428,671

8,000,000

72,000,000

29,000,800

221,480,673

857,143
222,337,816

$
7,073,531

42,857

206,000

1,800,000

640,000
=118,297
5,638,081

21,420
9,659,520
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Notes to and forming part of the Financial Staterments
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Note 17 Contributed equity {continued)

{b) Capital Management

When managing capital, the directors’ objective is to ensure the Company conlinues as a going concern as
wel as to maintain optimal returns 1o shareholders. The directors also aim to maintain a capital structure
that ensures the fowest cost of capital available to the Company. The directors are constantly monitoring
the Company's capital requirements and capital structure to take advantage of favourable opportunities for
raising capital. The directors have no current plans to issue further shares or options on the market unless it
concludes g further business acquisition,

The gearing ratios far the years ending 30 June 2010 and 2009 were a3 follows:

2010 2009
$ %
Total Borrowings 4,873,112 450,000
tess Cash and Cash Equivalents (1,503,979 (982,935)
Net Debt 3,369,333 {532,935)
Total Eauny 3,348,625 3,133,302
Total Capital 6,717,958 5 600,367
Gearing Ratio 50% 0%

The Group is not subject to any externally imposed capital requirements

(¢) Options outstanding as at 30 June 2009

Optiong do not antitfe the holders to voling rights, to participate in dividends o the proceeds on winding up
of the Company. Each option entilles the holder to ane ordinary share upon exercise of that option upon
paymart of the relevant exercise price prior to the date of axpiry of the option.

The failowing options to purchase fully paid ordihary shares in the Company were outstanding at balance
date.

Date Granted Note Opaning Number Number Mumber Closing
balance Granted Exercised  Expired balance

30/06/09 . J0/06/M10
Listed COptions :
Share Based Payments

28-May-08 ] 1,500,000 - " - 1,500,000
15-Jun-0% (i) 5,000,000 - . - 5,000,000
Sub Total 8,500,000 - - - 6,500,000
Other Options

21-Aug-07 {i 26,304,235 - - - 26,304,235
J0-Jun-08 (V) 7,004,439 v - - 7,004,439
A-Jut-08 {I\V) 6,500,000 “ - - 6,500,000
23-Jul-08 {iV) 20,507,646 - - - 20,507 646
1-May-09 ai) 4,000,000 - - - 4,000,000
18 & 18-Jun-09 (M) 12,000,000 - " - 72,000,000
15-Jurr-09 (1) 4,000,000 - “ - 4,000,000
1-Feb-10 () - 2,000,000 - - 2,000,000
Total Listed Options 140,316,320 2,800,000 - - 142,316,320
Unlisted Options

CtherQptions

B-Jun-10 )] - 10,250,000 - - 10,250,000
Total Unlisted Qptions - 10,250,000 - - 10,250,000
Total for all Options 146,816,320 12,250,000 - - 159,066,320
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Note 17 Contributed equity (continued)

Notes

() The exercise price is $0.020. The options are listed and exercisable any time on or prior {0 31
May 2012, Market value at date of grant was 1.5 cenis each.

{Ih) The exarcise price is $0.020. The options are listed and exercisable any time on or prior to 31
May 2012. Market value at date of grant wag 2.0 cents each,

{lil} The exercize price is $0.020. The options are [isted and exercisable any tirme on or prior to 31
May 2012, lssued for no consideration.

{IV) The exercise price is $0.020. The options are listed and exercisable any time on or priar to 31
May 2012, Issued at 1.0 conts gach.

Noie 18 Reserves 20 2009
$ $
Share option reserve 536,885 516,885
Currency hedge reserve EBIN2 i e
562,997 516,885

Movemants in options over the past two yaars were as follows:
Number Weaighted Share Option

Average Resarve
exercise
price

1-Jul-08 (N Number of Options brought forward 34,808,674 0.020 206,808
4-Jui-08 {h  Directors take-up of shortfall to June 2008

issue 6,500,000 0.010G 655,000
23-Jul-08 () Placemeant of remaining shortfall 1o June

2008 issue 20,507,646 0.C1o 208,077
1-May-0% {h Option entillement for placement of

sharas 4,000,000 - -
15 & 18-Jun09 () Option entitlement for placement of

shares 72,000,000
15-Jun~09 () Option antitlernent for placement of

shares 4,000,000 - -
15-Jun-08 {(h Fee for management of placement 5,000,000 0.008 40,000
30 June 2008 Options at balance date 146,816,320 516,885
1-Feb-10 {h) Options issued as employae sign-oh fae 2,000,000 0.010 20,000
g Jun-10 (i Option entitlement for placement of ‘

convertible notes 10,260,000 -
30 June 2010 Options at balance date 159,066,320 536,885

() Options are listed, expire on 31 May 2012, and are currently fully veated and exercisable.
(i) Options are not listed, expire on 30 May 2013, and are currently fully vasted and exer¢isable
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Note 18 Reserves (continued)

Movemenis in currency hedge reserve were as follows: 2010 2009
$ §

Beginning of year “

Revaluation 26,112

End of year 26,112

Nate 19 Financial risk management

The Group's activities expose it ta a variety of financial risk: market risk (including currency risk and interest
rate rigk), credit risk and liquidity risk. The Group's overall risk management program focuses on the
unpredictability of financial markefs and seeks to minimise potential adverse effects on the financial
performance of the Group. Derivative financial instruments are used by the Group o hedge exposure to
exchange rate risk associated with foreign currency transactions,  Derivatives are used exclusively for
hedging purposes, i.e. not as trading or other specuative instruments,

{a) Markel Risk

{i) Forward exchange risk

The Group enters into forward exchange contracts to buy and sel speciiied amounts of foreign currancies in
the future at stiputated rates, The objective in ertering into the forward exchange contracts is o protect the
economic entity against unfavourable exchange rate movements for the purchases undertaken in foreign
currencgies.

The Group's risk management policy is {0 hedge between 40% and 100% of anticipated cash flows
{purchase of inventory) in Euro / US Dollars for the subsequent 12 months.,

The Group's exposure to foreign currency risk at the end of the reporting period, expressed in Australian
dolflars, was as follows:

2010 2009
Forward exchangs contracts % 5
- buy foreign currency {cash flow hedges)
UsD 1,103,527 -
Euro - -
1,103,527

(1) Interost rate risk

The Company’s exposure to the risk of changes in market interest rates relates primarily to the Company's
dabt obligalions with the floating interest rate. The Company's policy is not to actively manage interest cost.
At 30 Juna 2010 52,012,500 (2009 $450,000) of the Company's debt is at a variable rate of interest,

The financial instruments exposed to interest rate risk are as follows:

2010 2009

5 &
Financial Assets
Cash and cash eguivalents (interest bearing) 295,380 860,813
Financial Liabilities
Interest bearing liabilities - variable rate (current) (597,150) (450,000}
interest bearing liabilities - fixed rate (Current) {369,707) -
Intarest baaring lHabilities - varlable rate (non currant) {1,415,350)
Interest bearing liabilities - fixed rate ( non current) (2,491, 108) -

(4,873,312) (450,000}
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Note 19 Financial risk management (continued)

{b) Credit risk

Credit risk is managed on a group basis. Credit risk arises from cash and cash equivalents, derivative
financial instrumenis and deposits with banks and financial institutions, as well as credit exposures to
customers, including outstanding receivables and committed transactions.  For banks and financial
ingtitutions, only independently rated partios with a minimum rating of "A" are accepted. For customers, risk
control assesses the credit quality of the customer, taking into accounts its financlal position, past
experience and other factors. The compliance with credit limits by customers is regularly monitored by
management.

The Group has no significant exposure to any individual debtor of the Group and the credit risk is low for the
majority of the balance. Receivables balances are monitored on an ongoing basis and given the low risk
profile of customers the Group's exposure to bad debis is insignificant. The Group does not have any
material credit risk exposure to any single debtor or group of debtors under financial instruments,

(&) Liguidity risk
Prudent liquidity managemeant implies rnaintaining sutficient cash and the availability of funding through an

adaquate amount of cormmifted credit facilities, Forecasted cash flows are used to calculate the forecasted
quidity position and to maintain suitable liquidity levels,

F"inahcfng Arrangements
The Group had access to the foliowing borrowing facilities at the end of the reporting period:

2010 2009
% 5

Floating Rate
Expiring within one year

Total Facility 412,500 450,000

Uindrawn amount - -
Expiring beyond one year

Total Facility 1,600,000 -

tUndrawn amount - -

Fixed Rate

Expiring beyond one year
Total Facility 1,530,000 -
Undrawn amourt - .

Total
Total Faciity 3,542,500 450,000
Lindrawn amaont - -
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Note 19 Finanecial risk management (continued)

Maturities of financial labilities

The table below analyses the Group's financial abilities 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 undiscounted cash flows.

Contractual maturities of Lessthan Gio 12 Botween  Hetween Total

financlat Habilitles 6 months months 1 and 2 2and 5 contractual
$ ] Years § Years$  cash flows

2010

Nan-deativatives

Non-nterest bearing 3,380,505 . - - 3,380,608

Variable rate 18,000 456,060 1,638,450 - 2,012,500

fFixed rate 184,743 184,965 1,645,628 B48 476 2,860,812

Totai 3,583,248 841,015 3,184,078 BAS.A76 8,283,817

2009

Non-derivatives

Non-interest bearfng 289,521 - - - 289,521

Variable rate 25,000 425,000 - - 450,000

Fixed rate - - - - -

Total 314,521 426,000 - - 739,521

{d) Fair value measurements

The fait value of inancial assets and financial Habiliies must be estimated for recognition and measurement
ot for disclosure purposes.

As of 1 July 2000, Paragon Care Limited has adopted the amendment to AASE 7 Financial Instruments:
Digcinsures which requires disclosure of fair value measurements by level of the following fair value
measurement hierarchy:

{(a) quoted prices (unadjusted) in active markets for identical assets or llabilities (level 1),

{b) inputs other than quoted prices included in level 1 that are observable for the asset or iabillty either
directly {as prices) or indirectly (derived from prices) (levet 2); and

{c} inputs for the asset or liability that are not based on observable market data (Unobservable) (levet 3).

The tollowing table present the Group's assets and Habilties measured and recognised at fair value at 30
June 2010. Comparative information has not been provided as permitted by the transitional provisions of
the new rules.

Group - at 30 June 2010 Level 1 Level 2 Leval 3 Total

$ $ $ $
Assets
Forward fareign exchange contracts . 26,112 " 26,112
Total assets " 26112 - 28,112
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Note 20 Segment information

For management purposes the Group is organised into two strategic units which operate in different
industry sectors and are managed separataly,

¢ Financial and Aged Care Services - the provigion of financial and placement services to assist in
the transition to aged care,

» Medical Equipment — the provision of durable medical products {o the health and aged care
markets,

Such structural organisation is determined by the nature of risks and returns associated with each business
segmeant and define the management structure as well as the internal reporting system. It represerts the
hasis on which the consolidated entity reports its primary segmaent information to the Bosrd on a monthly
basis,

The operating segrent analysis presented in these financial statements reflects operations analysis by
buginess. It best describes the way the Group is managed and provides a meaninghul insight into the
husiness activities of the Group.

The following tables present details of revenue and operating profit by business segment as well as a
reconciliation between the information disclosed for repartable segments and the aggregated information in
the financial statements. The information disclosed in the iables below ig derived directly from the internal
financial reporting system used by corporate management to monitor and evaluate the performance of our
operating segments separately.

Aged Care Medical
Services Equiprnant Corporata Total

2010
Hewnue from external customers 1,120,002 8,284,917 - 9,405,008
Reportable segment profit before
income tax 280,382 788,231 (782,961) 286,362
Reportable segment assets 9488, 362 4,973,613 5,787,111 11,749,116
Reportable segment Habtilities 621,771 311,716 4,490,418 8,243,005
2009
Revenus from external customers 1,100,374 - - 1,100,374
Repartable segmant profit before
income fax G7,0u2 - {366,578) (2039, 886)
Reportable segment assets 824,377 - 3,231,357 4,055,734
Reportable sadgment liabillies 791,538 - 130,894 9P, 432
Heconciliation of reportable
segment profit or loss 2010 2000
Total profit or loss for reportable
segments 286,352 {200,886)
Finance costs (224,898) {44,230
Share of profit or loss of associates 34,038 35,025
Profit before tax from continuing
aperations 95,481 (309,091)
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Note 21 Related party disclosure

Transagtions between related parties are on normal commercial tenmns and conditions no more favourable
than those available to other parties unless otherwise stated.

(a) Subsidiaries.

Ownership Qwnership

30 June 2010 30 June 2009
Parent Entity
Paragon Care Limited
Subsidiaries
Lifetime Planning Pty Lid 100% 100%
Tender Living Care Australia Pty Lid 100% 100%
Paragaxis Pty Lid 100% 100%
lona Medical Products Py Lid 100% -
Votker Australia Piy Lid 100% -

All entities are incorporated in Australia

(b) Litimate Parent.

Paragon Care Limited is a public company listed on ASX and details of major shareholders are shown in
Shareholder Information

(¢} Transactions with related parties.

Employees and Contractors

Contributiong to superannuation funds on behalf of employees are disclosed in the Remunaration Report in
the Directors’ Report,

Disclosures relafing to key management personnel are set out in note 22.

(d) Loan to related parties.

The parent entity has provided intercompany loans its subsidiaries o for working capital purposes. The
infercompany loans are repayable 1o the parent entity at call and no interest is payable. Details of the loans
are shown below,

2010 2009
$ §

L.oans to:
Lifetime Planning Pty Ltd 257,697 297,375
Tender Living Carg Australia Pty Lid 187,877 211,338
Paragaxis Py Lid 2,823,774 1,632,271
Axishealth Pty Lid 54,510 -
lona Medical Products Py Lid B,453 -

3,332,311 2,140,982
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Note 22  Key management personnel disclosures

a) Key managemeni peraonnel compensation

Detailed remuneration disclosures are provided in the remuneration report section of the dlrectors’ report.

The tollowing table provides the aggregate remuneration of the key management personnek

2010 2009
] $

Short term employee benefits 765,625 468,174
Post employment benefits 27,032 15,840
Others - short tarm benefita 4,383 .
Termination benafits -

Share-based payments 20,000 -
Total #17,040 484,114

b) Equity instrument disclosures relating to key managemnent personniel

(i) &Share holdings

Datalls of the key management personnel holdings of ordinary shares in the Company, including their
personally related parties, are shown in the following table:

Balance Shares Shares Other changes
1 July 2009 acquired disposed

Directors
S F Tanner 9,000,000 1,726,631 .
M A Simari 8,064,715 1,445 150 . -
M C Newton 1,454,500 - -
B A Cheong 29,090,909 ~(1,200,000) -
T L Blanche 24,215,908 - -
Other Key
management
personnal
S J Woodruff 8,000,000 - - -
D Tomaras 1,428,571 857,143 -

Balance
30 June 2010

10,726,631
9,509,885
1,454,500

£7.890,909

24,215,908

8,000,000
2,285,714

~ Shares were transferred to Axishealth employees following the sale of the business to Paragon Care Lid

Balance Shares Shares Other changes
1 July 2008 acquired disposed

Directors
5 F Tanner 3,350,129 5,649,871 - -
M A Simari 3,645,834 4,418,881 - -
M C Newton 1,464,500 - -
Other key
managememnt
personnel
J M Oshome 200,000 . . -
S J Woodruyff v 8,000,000 . -
D Tomaras 1,428,571 - -

47

Balance
30 June 2009

9,000,000
8,064,715
1,454,500

200,000
8,000,000
1,428,571



Paragon Care Limited
ABN: 76 064 551 426

Notes to and forming part of the Financial Statemenis
For the year ended 30 June 2010

Note 22 Key management personnel disclosures (continued)

(i} Option holdings

Details of the key management personne! holdings of options to acquire ordinary shares in the Company,

including their personally retated parties, are shown in the followtng table:

Balance Options Options Options Other HBalance
1 July acquired digposed  exercised changes 30 June
2009 2010
Directors
S F Tanner 5,287,600 1,000,000 - 6,287,500
M A Simari 5,544,194 1,000,000 - 6,544,194
T L Blanche - 24,000,000 - - 24,000,000
Other key
management
personnel
D P Lavin - 2,000,000 - 2,000,000
5 J Woodruif 9,000,000 - 9,000,000
Balance Options Ciptions Options Other Balance
1 Juiy acquired disposed  exercised changes 30 June
2008 200%
Directors
S F Tanner 787,500 4,500,000 - - 5,287,500
M A Simari 911,459 4,632,735 - - 5,544,104
Other key
management
personnel
J4 M Oshorme 55,000 . . - . 55,000
& J Woodrutf 1,000,000 8,000,000 . . - 8,000,000

¢) Other transactions with key management personnel

The Axishealth business has a lease for the premises located in Norcal Road, Nunawading with Mr Brett
Cheong and Mrs Lyn Chaong, Mr Cheong being a director of the Company. The lease runs for 5 years from
1 January 2008 with an option for two further terms each of three years. The rent paid is on commercial
terms and the direciors consider Mr Cheong's association with the arrangemeant is on arm's-length terms
and conditions. The total rent payable Mr and Mrs Cheong by the Company for the year ended 30 June
2010 was $180,000.

From 1 July 2009 untii 31 August 2009 the Begistered Qffice of the Company was at the premises of
Clinicat Advisory Services Pty Lid, an eniily associated with Mr Tanner. The Company maintained an office
at level 1, 71 Queens Ad, Melbourne and paid Clinical Advisory Services monthly rentat for the use of the
office. The rent paid was on commercial terms and the directors consider Mr Tanner’s association with the
arrangement between the Company and Clinical Advisory Services is on arm's-length terms and conditions.
The total rent paid to Clinical Advisory Services by the Company for the vear ended 30 June 2010 was
$1,000 (2009 $6,000).
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Note 23  Earnings per share

2010 2008
Cents Cents
{a) Basic (Joss) / Earnings per share (cents per share) 0.1 {0.3)
() Diluted (loss)/ Earnings per share (cenis per share) 0.0 {0.3)
{¢} Reconciliation of earnings used in calculating
earnings per share
Profit / (Loss) used in calcwlating bagic eamings per share 147,182 {311,910)
Profit / {Loss) used in caloulating dituted eamings per share 147,782 (311, 10)
Addl imerest savings on comenible notes 8,453 -
156,235 (311,910}
2010 2009
Number Nurnber
{d) Weilghted average number of shares used as the
denominator
Weighted average number of ordinary shares used as the
dencrminator in calculating basic samings per shara 222,337,816 116,278,218
Adjugtmenis for calculation of diluted eamings per share
Options 161,666,320
Comertitle Notes 25,625,000
Weighted average number of ordinary shares used as the
denominator in calculating basic earnings per share 409,529,138 116,278,218

{e) Informalion concerning the classification of
secutities

{i Options

Al options on issue are considerad to be potential ordinary shares and have been included in the
determination of diluted eatnings per share to the extent to which they are dilutive, The options have not
been included in the determination of basic earnings per share.

However, for the year ended 30 June 2009, the exercise of these options would have decreased the loss
per share, and they were therefore not considered to be dilutive.

{if} Convertible Notes
Convertible notes igsued during the year are considered to ba potential ordinary shares and have baen

included in the determination of diluted earnings per share, The convertible notes have not been included in
the determination of basic earnings per share,

49



Paragon Care Limited
ABN: 76 064 551 426

Notes to and forming part of the Financial Statements
For the year ended 30 June 2010

2010 2009

Note 24 Parent entity disclosures 5 $
(a) Financial Information
Profit for the year (749,539) (351,024)
Total comprabignsive incames (729,538) (345,660
Current Assets 3,510,623 2,955,134
Total Assets 3,860,857 3,245,726
Current Liabilties 193,483 162,266
Total Liabilias 1,468,483 162,266
Shareholders Equity

lssued capital 9,659,520 9,667,377

Rasarws 536,885 516,885

Retained eamings {7,804,031) {7,0890,802)
Total Equity 2,392,374 3,083, 460

b} Guarantees 4

The Company and its conirolled entities as listed in note 21 have provided financlal guarantees in respect
of bank loans of subsidiaries arnounting 1o $3,542,500 (2009 - §450,000], secured by registered mortgages
over all of the assets of the Company and its subsidiaries.

The parent entity has also giver unsecured guarantees in respect of:
(i finance leases of subsidiaries amounting to $58,545 (2009 - §0)

¢} Other Commitments
The Company has no commitments to acquire property, plant and equipment.

d) Confingent Liabilities

if on the second anniversary of the Tender Living Care acquisition the average Paragon Care Limited
shares price is fess than 3.5 cents then the Company must pay to the Vendor in cash, an amaunt egual to
the amount by which the average Paragon Care Limited share price is less than 3.5 cents multiplied by
3,142,857, ltis not possible to rellably estimate the outcome of this commilment,

Note 256  Prior period error

The goodwill and the correspanding trade and other payables liabliity in the Statement of Financial Position
relating to the acguisition of Tender Living Care was understated in the 30 June 2008 year by $147,143.

The error was a result of the goodwili being based on incorrect calculation of the consideration provided to
Tender Living Care. The considaration was ritially based on an initial payment of $80,000 and issue of
shares worth $42,857. However, as part of the acquisition, if an sarnings target of $247,000 was met after
the first year, cash of $40,000 plus issue of 857,143 fully paid ordinary shares would be provided (“second
payment™). Similarly, the same consideration waould be provided if an earnings target of $260,000 was met
after the second year (“third payment™. On acquisition date, it was foresesable that the earnings target
would be likely met. Consequently, it has been deemed more appropriate 1o recognise the second and third
payments ag contingent considerations. The total consideration is $270,000. As net asseis acquired were
$nil, goodwill on consolidation is $270,000.
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Note 26 Prior period error (continued)

The error has been correcied by restating the affected balances in the Statement of Financial Position for
the 30 June 2009 comparatives as described above, with $70,000 of the trade and other payables Hability
heing classified as current and the other $77,143 being classified as non-current,

In addition to the above, the second payment was treated as follows:

The shares component was treated as a share based payment, with $6,429 heing taken up in the
31 December 2008 hali-year period and $12.857 being taken up in the 30 June 2009 half-year
period.

The cash componeni was treated as a salary expense, with $30,000 being taken up in the 30 June
2008 half-year period, '

The above treatment is incorrect given the second payment is being treated as part of the consideration of
$270,000.

The error has been corrected by restating the affected balances in the Statement of Financial Posiiion for
the 30 June 2009 comparatives as desocribed follows:

Fleduce the trade and other receivables balance by $50,000

Increase the current trade and other payables balance by $30,000

Increase the nor-current trade and other pavables balance by $37 413

incroase the intangibies by $147,143

Reduce the contributed equity balange by $19,286

Reduce the accumulated losses by $49,286 for the reduction in wages of $30,000 and share based
payments of $19.286 in the Statement of Comprehensive income for the year ending 30 June
2009,
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Note 26 Business Combination
Axishealth Pty Lid

On 2 July 2009 the Company acquired all of the issued capital of Axishealth Pty Ltd; a significant supplier of
Durable Medical Equipment (DME) to the Australian health and aged care sector including hospitals, aged
care faciliies, general practitioners and pharmacies. Products include medication carls, electronic hospital
beds, IV stands and sophisticated paediatric cots. The shares acquired are held by the Company's wholly
owned subsidiary Paragaxis Ply Lid.  The consideration for the purchase of Axishealth Pty Lid was
comprised of a cash payment to the vendor of $2,474,882 and the issue of 20,090,909 fully paid ordinary
shares {o the vendor.

Purchase Consideration

$
Cash and cash equivalent 2,474,882
Ordinary Shares in Paragon Care (28,090,909 at 2.2¢ each) 640,000
Total Congideration 3,114,882

Fair value was based on the volume weighted average price of Paragon Care Limited ordinary shares ai
the date of acquisition.

Falr value and carrying value of net assets acquired

$

Met working capital 304,475
Property, plant and egquipment 293,482
Goadwlll on consotidation. 2,426,825
Net Assets 3,114,882
Reconciiiation to cash flow

Cash consideration 2,474,882
Debt funding {1,800,000}
Net outfiow of cash 574,882

impact of acquisition on the resuits of the Group
included in the profit for the period is $535,893 atiribuitable to Axishealth Pty Lid. Revenue for the period
includes $7,786,153 in respect of Axisheaith Py Lid,

if the acquisition of Axisheaith Pty Lid had occurred on 1 July 2009 the revenue and profit of the Group for
the year ended 30 June 2010 would not have been materially different to what has been reported.

tona Medical Products Pty Lid & Volker Australia Pty Ltd

On 2 June 2010 the Company acquired all of the izsued capilal of lona Medical Products Pty Lid and Volker
Australia Pty Ltd. Bath tona and Voiker are established distributors of Durable Madical Eguipment to the
heakth and aged care sectors. The lona / Volker product range of beds, trollays, functional furniture,
wheslchairs and maobility products complements and adds value to the Axishealth product range. Synergies
will be achieved in administration, purchasing and through the expanded sales opportunities available
through Axishealth’s national distribution network. The consideration for the purchase of the lona and
Volker businesses comprised cash payments fo the vendor of §2,732,202

Purchase Consideration

B
Cagh and cash equivatent 2,732,202
Total Considaration 2,732,202
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Note 26  Business Combination (continued)

Falr value and carrying value of net asaets acguired

B

Net working capital 414,928
Property, plant and equipment a8, 785
Goodwill on consolidation. 2,218,480
Nat Assels 2,732,202
Reconciiiation to cash flow

Cash consideration 2,732,202
Debt funding (2,732,202}

Net outtlow of ¢ask -
Impact of acquisition on the results of the Group
Included in the profit for the period is $65,273 attributable to lona Medical Products Pty Ltd & Volker
Augiralia Pty Lid. Revenue for the pertod includes $499,084 in rezpect of lona Medical Products Pty Lid &
Volker Australia Pty Ltd

If the acquisiiion of lona Medical Products Pty Ltd & Volker Australia Pty Ltd had oceurred on 1 July 2009

the revenue and profit of the Group for the year ended 30 June 2010 would have been $14.751,513 and
$507 415 regpactively. These amounts have been calculated using the Group's accounting policies,

Note 28 Contingent fiabilities

Since the last annual reporting date, there has been no material change of any contingent liabilities or
contingent assets,

Notea 29 Subsequent events
No matters of circumstances have arisen gince the year ended 30 June 2010 that significantly affected or

may significantly affect the operations of the Group, the rasults of those operations, or the state of affairs of
the Group in future financia! years,
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in the directors’ opinion:

a) the financial statements and notes set out on pages 15 to 53 are in accordance with the
Carporations Act 2001, including;

(1 complying with Accounting Standards, the Corporations Regulations 2001 and other
mandatory professional requirements; and

(i) giving a true and fair view of the consolidated entity’s financial position as at 30 June 2010
and of its performarnce for the financial year anded on that date; and

b) there are reasonable grounds o beliove that Paragon Cars Limited will he able to pay its debis ag
and when they become due and payable.
The directors have bean given the declaration by the chief execuiive officer and chief financial officer

required by section 295A of the Corporations Act 2001,

This declaration is made in accordance with the resolution of the directors,

8. F. Tanner™_
Chairman
30 Septernber 2010
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www.rsmi.com.au

INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF

PARAGON CARE LIMITED

Report on the Financial Report

We have audited the accompanying financial report of Paragon Care Limited (“the consolidated entity”), which
comprises the consolidated statement of financial position as at 30 June 2010, the consolidated statement of
comprehensive income, consolidated statement of changes in equity and consclidated statement of cash flows for
the year then ended, a summary of significant accounting policies, other explanatory notes and the directors’
declaration of the consolidated entity comprising the company and the entities it controlled at the year's end or
from time to time during the financial year.

Directors' Responsibility for the Financial 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.

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.

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, 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.
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Chartered Accountants

Auditor's Independence Declaration

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

In our opinion:

(a) the financial report of Paragon Care Limited is in accordance with the Corporations Act 2001, including:

(i) giving a true and fair view of the consolidated entity's financial position as at 30 June 2010 and of its
performance for the year ended on that date; and

(iiy 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 1a,

Report on the Remuneration Report

We have audited the Remuneration Report included in pages 5 to 8 of the directors’ report for the financial year
ended 30 June 2010. The directors of the company are responsible for the preparation and presentation of the
Remuneration Report in accordance with section 300A of the Corporations Act 2001, Our responsibility Is to
express an opinion on the Remuneration Report, based on our audit conducted in accordance with Australian

Auditing Standards.

Auditor's Opinion

In our opinion the Remuneration Report of Paragon Care Limited for the financial year ended 30 June 2010
complies with section 300A of the Corporations Act 2001.

%M é,'md (anar /l»/nw

RSN BIRD CAMERON PARTNERS
Chartered Accountants

%LM.“

R B MIANO
Partner

30 September 2010
Melbourne, VICTORIA
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Corporate Governance Statement
For the year ended 30 June 2010

Tne Board of Directors of Paragon Care bLimited is responsible for the corporate governance of the
Company. The Board guides and monitors the business and affairs of Paragon Care Limited on behalf of
the shareholders by whom they are elected and to whom they are accountable.

Corporate governance of Paragon Care Limited is guided by the ABX Corporate Governance Council's (the
Councll's) “Corporate Governance Principles and Recommendations” (2nd edition as published in August
2007 and raferred to in this statement as the “Recommendations™.  The Paragon Care Limited Corporate
Governance Statement provides specific information and disclosure of the exient to which the Company
foliows the Recommendations, Where a Recommendation has not been followed, the fact is disclosed,
together with the reasons for the departure. Paragon Care Limited Corporate Governance Statement in
past years was siructured with reference to the Counclls Corporate Governance Principles and
Recommendations issued in March 2003, In August 2007 the Councit issued a second edition of the
Recommendations and the Company has structured its Corporate Governance Statement with reference to
the Corporate Council's revised Principles, which are as follows:

Principle 1 Lay Solid Foundations for Managemeant and Oversight
Companies should establish and disclogse the respective rolas and responsibifities of
board and managemert

Principle 2 Structure the Board to Add Valua
Companies should have a board of an effective composition, size and commitment to
adequately discharge iis responsibilities and duties.

Principle 3 Promote Ethical and Responsible Decision-Making
Companies should actively promaote ethical and responsible decision-making
Principle 4 Safeguard Integrity in Financial Repotting

Companies should have a shructure to indapandertly verify and safequard the integrity of
their financial reporting

Principle 5 Make Timely and Balanced Disclosure.
Compantas should promote tirmely and balanced disclosure of all matarial matters
congerning the company.

Principle & Respect the Rights of Shareholders
Carnpanies should respact the rights of shareholders and facilitate the effective exercise
of those rights

Principle 7 Recognise and Manage Risk
Companies should establish a sound sysfem of risk oversight and management an
internal control, '
Principle 8 Remunerate Fairly and Responsibly

Companies should ensure that the level and composition of remuneration is sufficient and
reasonable and that its relationship to performance is clear.

The implamentation of these principles at the Company ig detalled balow.,
Principle 1 - Lay Solid Foundations For Management And Qversight

The diractors are responsible to the sharehoiders for the performance of the group in both the short and the
longer term and seek to balance somostimes compeating objectives in the best interests of the group as a
whole, Their focus is to enhance the interests of shareholders and other key stakeholders and to ensure the
group is properly managed.

The responsibilities of the board include;
«  providing strategic guidance to the group including contributing to the development of and approving
the corporate sirategy
s reviewing and appraving business plans, the annual budget and financial plans including available
resources and major capital expenditure initiatives
= oversesing and monitoring:
«  arganisational performance and the achievement of the group’s strategic goals and objectives
« prograss of major capital expenditures and other significant corporate projects including any
acquisitions or divestments
«  maonitoring financial performance Including approval of the annual and half-year financial reports
and liaison with the company's auditors
» appoimment, performance assessment and, if necessary, removal of the managing diractor
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« ralifying the appointmant and/or removal and contributing to the performance assessment for the
members of the senior management team

» ensuring there are effective management processes in place and approving major corporate
initlatives

» onhancing and proteciing the reputation of the organisation

v overseeing the operation of the group’s system for compliance and rigk management reporting 1o
shareholders

s ansuring appropriate ragources are available to senior management.

Pay to day management of the group’s affairs and the implementation of the corporate strategy and policy
initiatives are formally defegated by the board to the managing ditector and senior executives.

Principle 2 - Structure The Board To Add Value

The Company is small and hag five directors, two of whom are independent non executive directors (Mr
Tanner, the Chairman, and Mr Newton). The three exscutive directors are the Managing Director, Mr
Simari, Mr Brett Chaong tha vendor of the Axishealth business and who is providing consulting services
and the Managing Dirsclor of Axishealth Pty Lid, Me Tim Blanche. Details of the members of the board,
thelt experience, gualifications, and term of office are set ol in the direclors’ report under the heading
Directors’ quadifications, experience, and responsibilitiss.

The Board has taken every care t0 achieve a weil-siructured Board, which includes Directors with an
appropriate range of skils and experience. Contrary to the Fecommendation 2.1 the Company has a
majority of executive directors, bhut at this stage of development it is considared appropriate for a majority of
directors fo have a hands-on role within the Campany. The Company is relatively small and in the early
stages of refocusing its activities.

Recommendation 2.4 i3 that the Board should establish a nomination committee and Recommendation 2.5
proposes the Company should disclose the process for evaluating the performance of the Board, its
committees and individual directors. At the present stage of development of the Company the directors
sonsider it inappropriale to have a nomination committee or to have formal processes for the evaiuation of
Board performance. The Board is responsible for establishing the criteria fof Board membership and acts
as the nomination committee, reviewing Board membership and identifying suitable candidates io act as
Directors consistent with the requirements of the Constitution and the nominee's abllity to contribute to
Poard’s duties and responsibilities,

Any director, with the prior agreement of the Chairman (or in the case of the Chairman by reference to ona
non-executive diractor) may in furtherance of their duties, seek independent professional advice at the

Company's expense.

Principle 3 - Promote Ethical And Responsible Decision-Making

The Board expects all directars, employees and conlractors 10 act with the utmost integrity and objectivity,
and in compliance with the lelter and the spitit of the law and company policies striving at all times o
enhance the reputation and performance of the Company, in the following areas;

Professional and ethical sonduct

Dealings with suppliers, advisers and regulators
Dealing with the cammunily

Dealing with other employess.

L] L] L] »

The Company and s directors promote ethical and responsible decision-making but have not established a
farmal code of conduct as suggested by Recommendation 3.1, The directors consider that at this early
stage of the Company's transition it would be inappropriaie fo lock in 2 code of conduet without & clear
understanding of the scope and nature of his future activities.

The Company's securities trading policy in summary, is that the Directors and senior officers of the
Company may conditionally frade in Company securities at any time other than when they are In
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possession of or aware of any infarmation of that may be price sensitive or during a "closed period”. A
“cloged period” Is 30 days immediately precading the prefiminary announcement of the Company’s fuli year
results or preceding the announcement of its half year results or, if shorter, the period between the end of
full or half year and the prefiminary announcement of the results. The policy also details procedures that
need to be followed for executives or directors of the Company to trade in the Company’s securities.

Principle 4 - Safeguard integrity In Financial Reporting

The Company does not have an Audit Committee as the directors consider is more efficient for the full
Board to consider financial and audit matters of the Company howeaver this posilion will be reviewed over
the coming year now that the scope of the Company's activities have expanded significantly and there are a
majority of executive ditectors on the Board. The directors consider the relalively limited scope of
operations and exisiing control syslems provide sufficient safeguard for the integrity of the Company's
financial reporiing.

Principle 5 - Make Timely And Balanced Disclosure

The Board fully recognises its disclosure obligations under ASX Listing Rule 3.1 and aims o ensure thal
sharehclders are informed of all major developments affecting the Company's state of affairs by

¢ The Company reporting to shareholders quarterly.

«  Ensuring that price sensitive information and matters of material significance are reported to the ASX
immadiately.

v Copies of all announcements and reports are available on the ASX website and are posted on the
Company's website as soon as they are disclosed to the ASX.

The Company does not have formal peolicies to guide compliance with ASX Listing Rule disclosure
requirements. The directors fully appreciate thelr responsibiiities under the ASX Listing Rules and, as the
Company is relatively small, are able to make appropriate judoments on disclosure and fuifilling its
obligations at a Board level. '

Principle 6 - Respect The Rights Of Shareholders

The Board encourages full participation of shareholdars at the Annual General Meeting to ensure a high
level of accountabifily and identification with the Company's strategy and goals. The shareholders are
responsible for voting on the appointment of the Directors in accordance with the Constitution of the
Company. The external auditor attends the annual general meeting and is avallable to answer shareholders
questions about the conduct of the audit and the preparation and content of the auditor's report. The
Company doss not have a communications policy as suggested by Becommendation 6.1. The present
stage of development of the Company the directors consider it inappropriate to have a communications
policy when the scope and nature of the Company's activities are in transition.

The Company has a web site to provide shareholders with access to company information and
announcements,

Principle 7 - Recognise And Manage Risk

The Board monitors the operational and financtal performance of the Company against forecasts and other
key performance measures. The Board has established internal controls and reviews aress of eperational
and financial risks. The Company has strategies to mitlgate identified risks of the business. The Company
carries sufficient insurance for the size and nature of its business to protect shareholders’ equity. The
systerns of risk oversight and management and internal controf are directly monitored by the Board and the
Company has not established formal policies for the oversight and management of material business risks
as requited under Recommendation 7.2 nar required management to design and implement the risk
management and internal conirol systems io manage the company’s material business risks as required by
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Recorrumnendation 7.3, Following the acquisitions made during the past financial year, the Board will
undertake a review of risk management within the Company.

The Board has received assurance from the Managing Director and the Chief Financial Officer that the
declaration provided in accordance with section 285A of the Corporations Act ig founded on a sound
systemn of risk management and imernal control and that the system iz operating effectively in all material
respects in relation to financial reporting risks.

Principle 8 - Remunerate Fairly And Responsibly
Remuneration Committes
Tha Remuneration committee consists of the following directors:

8 F Tanner {Chair)
M C Newion
B A Cheong

Detaile of these directors’ attendance at remuneration commitiee meetings are set owt in the directors’
report.

The remunaration comnittee advises the board on remuneration and incentive policles and practices genetally, and
makes specific recommendations on remuneration packages and other terms of employment for executive directors,
other sentor axecutives and hon-executive directors.

Fufther information on directors {executives and non-executives) and executives' remuneration, including
principles used to datermine remuneration, is set ouf in the directors’ report under the heading
“Remunearation report”,

On behalf of the Board

[

Shana Tannar (/

u,
Malbourne, Victoria
30 September 2010

Py
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The shareholders information set out below was applicable as at & September 2010.
(A}  Distribution of equity securities

Analysis of numbers of equity secutity holders by size of holding:

Unlisted Convertible

Number of Uniis PGC PGCOA Options Naotes
11,000 287 25
1,001-5,000 157 54
5,001-10,000 129 3z
10,000-100,000 321 g7 3
100,001 and over 173 108 T 4
Total Holders 1,067 316 7 7
{8) Eqguity security holders
Twenty largest quoted eguily security holders:
Ordinary shares
% of
issued
Name . Unite = shares
BRETT CHEONG & LYNN CHEQONG 25,000,000 11.24
TLB HEALTHCARE CONSULTING LTD PTY 24,000,000 10.79
MR SHANE FRANCIS TANNER & MRS ANNE MAREE TANNER 10,726,651 4.82
NATIONAL NOMINEES LIMITED 10,156,913 4,57
MR KEITH STERRY WOOQDRUFF 8,000,000 3.60
SEREC PTY LTD 7,750,000 3.49
NEWTON MEADOWS PTY LTD 6,855,000 3.08
NETWEALTH INVESTMENTS LIMITED 5,736,019 258
MUNGALA INVESTMENTS PTY LTD 4,880,000 2.24
CHARKAROO PTY LTD 4,798,803 216
MR MARK SIMARL 3,897.438 1,75
MELBOURNE CAPITAL LIMITED 3,750,000 1.69
BRETT ANTHONY CHEONG 2,890,909 1.30
INTERPRAC FINANCIAL PLANNING PTY LTD 2,650,000 1,19
MR GARRY CROLE 2,516,666 1.13
TRAYBURN FTY L.TD 2,500,000 1.2
MR GREGORY STEPHEN VAWDREY & MRS CHERYL MARGARET :
VAWDREY 2,500,000 112
MELBOURNE CAPITAL LIMITED 2,400,000 1.08
TEKNOWCARE PTY LTD 2,285,714 1.03
ATTENOV FTY LTD 2000000 0.90
Total Top 20 PGC Shargholders 135,394,093  60.90
Total PG Shares 222,337,816
Top 20 % 80.9%
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PGCQOA listed options

Name

TLE HEALTHCARE CONSULTING LTD PTY

SEREC PTY LTD

NATIONAL NOMINEES LIMITED

MR KEITH STERRY WOODRUFF

MELBGURNE CARITAL LIMITED

NETWEALTH INVESTMENTS LIMITED

ME SHANE FRANCIS TANNER & MRS ANNE MAREE TANNER
NEWTON MEADOWS PTY LTD

GARMAK ENTERPRISES PTY LTD
MR GREGORY STEPHEN VAWDREY & MRS CHERYL MARGARET
VAWDREY

MUNGALA INVESTMENTS PTY LTD
CHARKARQO PTY LTD

HSBC CUSTODY SERVICES (AUSTRALIAY LIMITED
MR ADBIEN WING & MRS MICHELLE WING
MB DARRYL LEVIN

ATTENOV PTY LTD

MR STEVEN JOHN MCCARTHY

MELBOURNE CAPITAL LIMITED

CORPORATE PROPERTY SERVICES PTY LTD
TRAYBURN PTY LTD

Total Top PGCOA Halders

Total PGCOA Options

Top 20 %

Unquoted equity securities

Number on issue

% of
listed
Uniis aptions
24,000,000 16.13
13,082,646 879
10,041,000 8.75
8,000,000 5,38
7,400,000 4.97
5,866,134 3.94
5,287,500 3.565
4,682,500 315
3,221,875 217
3,000,000 2.02
2,193,121 1.47
2,166,069 1.46
2,030,828 1.36
2,000,000 1.34
2,000,000 1.34
2,000,000 1.34
2,000,000 1.34
1,875,000 1.26
1,600,000 1.08
1,250,000 084
103,695,671 G9.68
148,816,320
69.7%

Mumber of holders

Options expiring 30 May 2013 10,250,000 7
Converiible notes expiring 30 June 2012 1,025,000 7
Option and convertible note holders holding more than 20% of securlties:
MNarme Number of % of total Numbey of % of total
options issued convertible Isgued
notes
Rapini Pty Lid 6,000,000 58.5% 600,000 58.5%
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{C) Volting righis
The vating righis attaching to each class of equity securities are set oul below:
a) Ordinary shares

On a show of hands every member present at a meeting in parson or by proxy shall have one vote
and upon a poll each share shall have one vote

b) Options
No vating rights

a) Convertible nofes
Na voting rights

(D)  Substantial holders

% of issued

Units ordinary
Name shares
Bratt Cheong Group 27,580,909 12.5
Tim Blanche Group 24 521,200 11.1
Angus Edgar Group . )9BB2482 88
Total Substantial Shareholders 72,064,613 32.4
Total PGC Shares R22.337,.818

The abhove substaniial shareholders hold a beneficial interest in the sharas via their
interests in the shareholders detailed below:

Bratt Cheong Group

Bret! & Lynn Cheong 25,000,000

Brett Cheong 2,809,809
Tim Blanche Group

TLB Healthcare Consuting Pty Ltd <Blanche family a/c> 24,000,000

TLB Healthcare Consuiting Pty Lid <Blanche super fund a/es 521,222
Angus Edgar Group

Mungala investments Pty Lid 5,752,482

Serec Pty Lid 7,750,000

Melbourne Capital Limited 6,150,000
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