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Corporate Information

ABN 34 093 877 331

This annual report covers Seeing Machines Limited as a consolidated entity. The Group’s functional and presentation currency is

AUD(S).

A description of the Group's operations and its principal activities is included in the review of operations and activities in the
directors' report commencing on page 3. The directors' report is not part of the financial report.

Directors

Company Secretary

Registered office

Principal place of business

Share Register

Solicitors

Bankers

Auditors

William Mobbs Non Executive Chairman
Rob Sale Deputy Chairman
Nicholas Cerneaz Executive Director
David Gaul Non Executive Director

Non Executive Director
Non Executive Director
Non Executive Director

James Fulton Muir, AO
Trent Victor
Alexander Zelinsky

Belinda Burgess

Level 1, 11 Lonsdale Street
Braddon ACT 2612

Level 1, 11 Lonsdale Street
Braddon ACT 2612

Phone: +[61] 2 6103 4700
Fax: +[61] 2 6103 4701
Email: info@seeingmachines.com

Computershare Investor Services Pty Limited
452 Johnston Street
Abbotsford VIC 3067

Seeing Machines Limited shares are listed on the London Stock
Exchange AIM market.

Norton Rose Australia
Grosvenor Place, 225 George St
Sydney NSW 2000

Commonwealth Bank of Australia Limited
University Drive
Canberra ACT 2600

Ernst & Young
121 Marcus Clarke Street
Canberra ACT 2600

Resigned 1 July 2011

Retired 16 February 2011
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Directors’ Report

Your directors submit their report for the year ended 30 June 2011.

DIRECTORS
The names of the Company’s directors in office during the year and until the date of this report are listed below. All directors
were in office for this entire period covered by the report.

William Mobbs Non Executive Chairman

Rob Sale Deputy Chairman

Nicholas Cerneaz Executive Director Resigned 1 July 2011
David Gaul Non Executive Director

James Fulton Muir, AO Non Executive Director Retired 16 February 2011
Trent Victor Non Executive Director

Alexander Zelinsky Non Executive Director

REVIEW OF OPERATIONS

Financial Results

Total revenue for the year was A$7,161,938 an increase of A$2,692,906 (60%) over the prior year (2010: A$4,469,032).
Revenue from sales of goods, license fees and services was A$7,024,749 (2010: A$4,245,850). The increased revenue was
largely due to the DSS™ which returned A$4,300,715 (2010 A$1,132,148) an increase of 280%. Other income was A$137,189
down by A$85,993 (2010: A$223,182) due to unfavourable foreign exchange movements on both sales and purchases.

Cost of Sales was A$2,149,718 up by A$1,069,883 (2010: A$1,079,835) in line with increase revenue generally. Operational
expenses for 2011 were A$6,745,093 up by $1,586,057 (2010: A$5,159,036). This was largely due to the investment in Dss™
R&D, Sales & Marketing and Technical and In the Field Support.

The Group made a loss of A$2,174,951 for the year ended 30 June 2011 (2010: loss of A$1,769,839).
The Group had A$1,648,786 in cash at 30 June 2011 compared to A$3,904,954 at 30 June 2010.
The loss and the consequential decrease in cash were due largely to the investment in the DSS™ in the areas of:

e sales and marketing;
e customer support including technical and field support: and
e research and development on the DSS™ and DSSi.

Driver State Solution (DSS)

The DSS™ achieved revenue of AS$4,300,715 (2010: A$1,132,148) an increase of 280% over the previous year. Throughout the
2011 financial year the installed base of DSS™ units has continued to grow along with the number of blue chip mining
customers either using or planning to use the DSS™. North America has the largest number of deployed systems but there are
also significant deployments in South America, Australasia and Africa.

The strategy for commercialisation of the Dss™ technology is strongly focused on the global mining and resource sectors
through direct sales and channel partners. Channel partners were appointed for Africa and South America and there are a
number of significant developments underway in these regions.

The DSS™ pipeline continues to grow offering further opportunity for growth and profitability in the current and future years.
The Group’s strategy is to derive revenue from:
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Directors’ Report (continued)

e  product (equipment) sales and recurring maintenance;
e  specialist services to support the installation of the Dss™.; and
e  specialist consulting, data management, analysis and reporting services.

A strong focus will be on growing the services side of the business particularly through our data management, analysis and
reporting services made possible through the DSSi database analysis and reporting suite.

Seeing Machines blue chip customers currently include:

e  Freeport-McMoRan (installations in United States, Peru, Chile and Indonesia);
e  BHP Billiton ( Installations in United States, South Africa, Chile);

e Newmont Mining Corporation (installations in United States and Australia);

e  Toll Mining Services (installation in Australia); and

e  Xstrata (installation in Chile).

Since the end of the 2011 financial year additional business has been secured with both existing and new customers which will
further expand the DSS™ installed base over 2012 and 2013.

STM

During the 2011 financial year the company has invested to support the current and future growth of the DSS™" business

through:

e  expansion of the DSS™ sales and service capability within the company and through channel partners;
e development of the DSS™ hardware platform to:
o increase product ruggedness (tailored specifically to the resources sector) to reduce field support costs;
o reduce dependencies on expensive sub-components;
o reduce cost of goods (COGS) to streamline production and increase product margins;
o increase competitive barriers to entry; and
e further development and enhancement of the DSSi to support existing customers and to underpin the Company’s
services offering which is expected to generate significant revenue in future years.

The Company’s focus for DSS™ during 2012 will be to:

e  Significantly expand the DSS™ customer and installed base in Australia;

e  Directly grow the DSS™ customer and installations base in the countries that we will directly service and support
including the United States, Canada and Indonesia;

e Through existing channel partners grow the Dss™ presence in Africa and South America;

e Appoint further channel partners to develop the pss™ presence in other regions where there is demand and where it
makes sense to work with a partner;

e  Grow the Company’s service and support capability as required to service the growing customer and installed base;

e Develop further commercialisation opportunities for the pss™ technology in other sectors either directly or with
partners; and

e  Progress DSS™ hardware and software development projects to support the business objectives.

faceAPI™

faceAPI™ achieved revenue of A$484,446 (2010: A$506,555) down by A$22,109 (4%) over the prior year. The majority of the
revenue generated to date has been achieved though Developer License sales and the reduction over the prior year is largely
due to the adverse foreign exchange variations. faceAPI™ Developer licenses are sold in US dollars globally.

In March 2011 Seeing Machines completed the most significant Production License deal for faceAPI™ to date with Shenzhen
Super Perfect Optics Limited (SuperD). SuperD is a leading glasses-free 3D solution provider and the agreement with SuperD
will see Seeing Machines receive a royalty for every laptop computer, computer monitor or all-in-one-PC product that contains
the SuperD glasses—free 3D display solution incorporating faceAPI™. SuperD expects its technology will be used to power
millions of devices and this deal propels the faceAPI™ product into consumer-scale license volumes. In June Seeing Machines
achieved its first royalties under this agreement.
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Directors’ Report (continued)

In August 2011 Toshiba released their Qosmio F750 laptop the world’s first glasses-free 3D laptop.

A further faceAPI™ Production License with English company Claro Interfaces Ltd was announced in April 2011. This agreement
will see faceAPI™ powering Claro’s FaceMouse product enabling users to interact with their computers using head movements.
Seeing Machines will receive a license fee based on the number of Claro FaceMouse products sold.

The Directors’ are confident that faceAPI™ revenue will grow significantly during 2012 through both current and new licensing
agreements.

faceLAB®

faceLAB® achieved sales of A$2,239,588 (2010:A$2,612,874). This contraction in revenue was expected prior to the release of a
new R&D technology based on the Company’s latest eye and gaze tracking technology.

The partnership with Eye Tracking Inc., whose EyeWorks product, a highly optimized and advanced faceLAB data analysis
environment, is integrated with and offered alongside our faceLAB product suite continues to be instrumental in securing a
number of sales. This partnership will continue through the development and release of our new R&D product.

During 2011 the following customers purchased faceLAB systems:

e Boeing

e  Bristol Robotic Laboratories

e  Texas Transportation Institute
e  Federal Aviation Administration
e  Jaguar Land Rover

e Honda R&D Americas

e Toyota

e  Thales Australia Air Systems

e San Diego State University

TrueField Analyzer®

The Company’s focus has been to support the work of the University’s Research School of Biology to resolve issues with the
TFA’s stimulus delivery mechanism which is preventing commercialisation of the TFA.

Throughout the later part of the year there has been a number of improvements which will shortly be the subject of both a
small scale and large scale clinical trial. Should these trials validate the expected performance of the device then it is likely that
the commercialisation program would commence in the first half of the 2012 calendar year.

It has already been confirmed that the TFA will be able to be used not only for Glaucoma but also for Aged Macular
Degeneration (AMD) and diabetic retinopathy (DR).

Chief Executive Officer

The Company’s Chief Executive Officer for the full financial year to 30 June 2011 was Dr Nicholas Cerneaz. Dr Cerneaz
completed his contract on 1 July 2011 and Ken Kroeger joined the company as CEO from 4 July 2011.

Company Secretary

The Company Secretary of the Company for the full financial year to 30 June 2011 and at the date of this report is Belinda
Burgess.

Staff

At 30 June 2011 the Group had 36 full-time employees (up from 29 employees at 30 June 2010). These additional employees
include DSS™ sales and customer support staff.
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Directors’ Report (continued)

Outlook

2011 has been a period of considerable investment for Seeing Machines as the Company moves forward with its strategy of
commercialising its products and technology. During the period Seeing Machines has expanded its sales teams, improved its

technology and further developed its service offerings.

As a result, the Company is witnessing an increasing number of opportunities and this in turn is leading to an expanding
pipeline. As such, Seeing Machines is confident of continued revenue growth in 2012 along with an improved financial

performance.

The names and particulars of the directors of the Company are set out in the following table. The directors were in office for
the entire period unless otherwise stated.

Name and qualifications

Experience and special responsibilities

William Mobbs
MBA, BSc, FAICD

Chairman and Chair of the Audit Committee

Mr Mobbs has founded businesses, worked with numerous start-ups and been involved
with company growth and commercialisation of R&D from inception to public listings
and beyond. He is the Executive Chairman and co-founder of Australian Stock Exchange
listed medical devices company ITL Limited, Chairman of London AIM listed Seeing
Machines Limited, Chairman of Admin Bandit Pty Ltd (IT services company) and a
Director of Connexxion Business Solutions and the National Health Sciences Centre
Limited.

Rob Sale

Deputy Chairman and member of the Remuneration Committee

Mr Sale is the Managing Director of Diversionary Therapy Technologies Pty Ltd, a
medical devices company. Rob has a long track record of success in establishing and
developing technology start-ups. He grew Abacus Data Systems, an Australian IT
services and software development company from 20 to over 100 staff and contractors,
ultimately negotiating the sale of the business in 1999. Rob is a member of the CSIRO
Sector Advisory Committee on Information Technology, Communications and Services
and sits on one of CSIRO's technology company boards. CSIRO is one of Australia’s
largest and most diverse scientific and research organisations.

David Gaul
FAICD

Non-executive director and member of the Audit and Nominations Committee

Mr Gaul is co-founder, non-executive director and past President of CEA Technologies, a
highly successful technology company that designs and develops radar and
communications technology. David was the Australian Technology Entrepreneur of the
Year in 2003 and Australian Export Hero 2009/2010. David has over 20 years
experience in high-tech commercialism. David is a founding fellow of the Australian
Institute of Company Directors.

James Fulton Muir AO

HonDUniv (ANU)

Retired 16 February 2011

Mr Muir retired from his directorship of Seeing Machines on the 16™ of February 2011.
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Name and qualifications

Experience and special responsibilities

Dr Trent Victor

Ph. D., M. Sc.

Non-executive director and member of the Nomination Committee

Dr Victor is Senior Researcher at Volvo Technology. Volvo Technology is a research and
innovation company in the Volvo Group where new technologies, products and
businesses are developed. Trent is responsible for co-ordination of research,
innovation, and product development in Safety Analysis and Human Factors. He has
specific expertise in driver awareness products, such as drowsiness alert, distraction
alert, interaction support (workload management), attention-sensitive driving support,
impairment detection and distraction evaluation tools. Trent has been the key person
behind Volvo's involvement in Seeing Machines, ever since Volvo's first research
contract with the Australian National University in the 1990s.

Dr Alexander Zelinsky

Ph.D, B.Math(Hons), FIEEE,
FTSE, FAICD, FIEAust.

Non-executive director and member of the Remuneration Committee

Dr Zelinsky is currently Group Executive, Information Sciences at CSIRO. Alex is a co-
founder of Seeing Machines and was the company’s first CEO. Alex was also Professor
and Head of Department of Information Engineering at the Australian National
University. Alex is extensively published and is internationally recognised as a leader in
the fields of robotics and computer vision. He has worked in the computer industry and
has had extensive international experience as a project leader developing cutting edge
technology. Alex has received numerous international awards and recognition for his
work. In May 2005 Alex received the prestigious Australian Academy of Technological
Sciences and Engineering Clunies-Ross Award for successful innovation involving the
application of science and technology for the benefit of Australia.

Dr Nicholas Cerneaz

D.Phil, B.E.(Hons), B.Sc

Resigned 1 July 2011

Dr Cerneaz left his role of CEO of seeing Machines on 1 July 2011 and resigned as a
director from the same date.
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Principal Activities

The Company’s principal activities during the year were:

e development and sale of the DSS™ Product Suite to detect and manage driver fatigue and distraction, including
continued market development to secure sustainable channels to market for the product;

e development and sale of the faceAPI™ Developer Licenses and the development of commercial opportunities for
Production Licenses for applications developed using faceAPI™:;

e development, sale and distribution of the faceLAB® product;

e continued support for the work of the Australian National University Research School of Biology in finalizing the
science underpinning the Company’s TrueField Analyzer® medical device to assist doctors detect and manage
glaucoma and other eye diseases; and

e research and development of the Company’s core vision processing technologies to support the development and
refinement of the Company’s products.

Changes in State of Affairs

During the financial year there was no other significant change in the state of affairs of the Company other than those referred
to in the financial statements or notes thereto.

Subsequent Events After the Balance Date

Subsequent to the end of the financial year the Company has finalized a number of contracts and orders for the DSS™ Product
Suite that will provide a strong base of revenue in FY2012 and beyond.

There has not arisen in the interval between the end of the financial year and the date of this report any other matter or
circumstance that has significantly affected, or may significantly affect, the operations of the Company, the results of those
operations or the state of affairs of the Company in future financial years.

Future Developments
The Company will continue to progress the activities described in this report most notably the development and
commercialisation of:

e the DSS™ Product Suite (DSS);

e the faceAPI™ product;

. its faceLAB® product; and

e  the TrueField Analyzer® (TFA), including support of the Australian National University Research School of Biology’s
efforts to complete the science underpinning the product.

Environmental Regulations

The Company holds no licences issued by relevant Environmental Protection Authorities and there have been no known
breaches of any environmental regulations.

Dividends

No dividends or distributions have been made to members during the year ended 30 June 2011 and no dividends or
distributions have been recommended or declared by the Directors in respect of the year ended 30 June 2011.
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Share Options

(i) Share options granted during or since the end of the year
No share options were granted during the year.

(ii) Shares Issued as a Result of the Exercise of Options

During the year no Ordinary Shares have been issued as a result of the exercise of options under the Employee Share Options
Scheme.

Since the end of the financial year there have been no shares issued by the Board as a result of the exercise of options under
the Employee Share Options Scheme.

(iii) Share options on issue at the date of the report

As at the date of this report there were 615,415 options issued (615,415 at the reporting date).

Unissued Shares
As at the date of this report there were 615,415 unissued ordinary shares under options (615,415 at the reporting date).

Option holders do not have any right, by virtue of the option, to participate in any share issue of the Company or any related
body corporate or in the issue of any other registered scheme.

Indemnification of Directors and Officers

During the financial year, the Company paid a premium in respect of a contract insuring the Directors of the Company (Seeing
Machines Limited and the US subsidiary Seeing Machines Inc), the Company Secretary, and all executive officers of the
Company against a liability incurred as such a Director, secretary, or executive officer to the extent permitted by the
Corporations Act 2001. The contract of insurance prohibits disclosure of the nature of the liability and the amount of the
premium.

Directors Meetings

During the 2011 financial year 10 full Board meetings were held. The following table sets out the number of Directors’ meetings
each Director was eligible to attend and the number of meetings they actually attended.

Director Meetings Eligible to Attend Meetings Attended
William Mobbs 10 10

Rob Sale 10 10

David Gaul 10 9

James Fulton Muir 6

Trent Victor 10

Alexander Zelinsky 10 9

Nicholas Cerneaz 10 10

During the 2011 financial year there were 5 additional Board Meetings that the Board delegated to the Fundraising Committee
of William Mobbs and Rob Sale attended all 5 of those meetings and Nicholas Cerneaz attended four of those meetings.
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Proceedings on Behalf of the Company

No person has applied for leave of Court to bring proceedings on behalf of the Company or intervene in any proceedings to
which the Company is a party for the purpose of taking responsibility on behalf of the Company for all or any part of those
proceedings.

Auditor’s Independence Declaration

We have obtained an independence declaration from our auditors, Ernst & Young. The signed declaration is included after this
report.

Non-Audit Services

The following non-audit services were provided by the Company’s auditor, Ernst & Young. The Directors are satisfied that the
provision of non-audit services is compatible with the general standard of independence for auditors imposed by the
Corporations Act. The nature and scope of each type of non-audit service provided means that auditor independence was not
compromised.

Ernst & Young received or are due to receive the following amounts for the provision of non-audit services:

Tax compliance and other services AS$31,665

Signed at Canberra this 19th day of September 2011 in accordance with a resolution of the Directors made pursuant to section
298(2) of the Corporations Act 2001.

%

William Mobbs Rob Sale
Chairman Deputy Chairman

10
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Auditor’'s Independence Declaration to the Directors of Seeing Machines
Limited

In relation to our audit of the financial report of Seeing Machines Limited for the financial year ended 30
June 2011, to the best of my knowledge and belief, there have been no contraventions of the auditor
independence requirements of the Corporations Act 2001 or any applicable code of professional conduct.

%
ﬁ\s* &

Ernst & Young d

[

James Palmer
Partner

17 October 2011

11
Liability limited by a scheme approved
under Professional Standards Legislation



&

seeingmachines

Seeing Machines Limited - Annual Report

ABN 34 093 877 331

Statement of Financial Position

Consolidated

2011 2010
AS AT 30 JUNE 2011 Note AS AS
ASSETS
CURRENT ASSETS
Cash and cash equivalents 13 1,648,786 3,904,954
Trade and other receivables 14 1,555,275 1,316,435
Inventories 15 332,152 329,062
Other current assets 16 199,341 30,839
TOTAL CURRENT ASSETS 3,735,554 5,581,290
NON-CURRENT ASSETS
Property, plant and equipment 17 358,900 227,035
Intangible assets 18 467,582 477,652
TOTAL NON-CURRENT ASSETS 826,482 704,687
TOTAL ASSETS 4,562,036 6,285,977
LIABILITIES
CURRENT LIABILITIES
Trade and other payables 19 1,325,671 1,033,059
Provisions 20 402,129 317,175
TOTAL CURRENT LIABILITIES 1,727,800 1,350,234
NON-CURRENT LIABILITIES
Provisions Non-Current 21 159,754 101,554
TOTAL NON-CURRENT LIABILITIES 159,754 101,554
TOTAL LIABILITIES 1,887,554 1,451,788
NET ASSETS 2,674,482 4,834,189
EQUITY
Contributed equity 23 14,813,612 14,664,487
Accumulated losses 24 (12,832,383) (10,657,432)
Other reserves 24 693,253 827,134
TOTAL EQUITY 2,674,482 4,834,189

The above statement of financial position should be read in conjunction with the accompanying notes.

12
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Statement of Comprehensive Income

Consolidated

2011 2010
FOR THE YEAR ENDED 30 JUNE 2011 Note AS AS
Continuing operations
Sale of goods and licence fees 6,504,936 4,066,911
Rendering of services 519,813 178,939
Revenue 7,024,749 4,245,850
Cost of Sales (2,149,718) (1,079,835)
Gross Profit 4,875,031 3,166,015
Other income 7 137,189 223,182
Research and Development Expenses (2,626,651) (1,567,704)
Distribution Expenses (319,162) (520,327)
Marketing expenses (1,298,740) (1,316,390)
Occupancy and facilities expenses (679,566) (505,764)
Administration expenses (1,820,974) (1,182,612)
Other expenses 8 (442,078) (66,239)
Profit / (Loss) from continuing operations before income tax (2,174,951) (1,769,839)
Income tax expense 9 = -
Loss from continuing operations after income tax (2,174,951) (1,769,839)
Net Profit / (Loss) for the year (2,174,951) (1,769,839)
Other comprehensive income
Foreign currency translation (1,911) 4,637
Other comprehensive income net of tax (1,911) 4,637
Total comprehensive income (2,176,862) (1,765,202)
Earnings per share for profit attributable to the ordinary
equity holders of the company: 11

Basic earnings per share
Diluted earnings per share

(0.532)
(0.532)

The above statement of comprehensive income should be read in conjunction with the accompanying notes.

13

(0.531)
(0.531)



Seeing Machines Limited - Annual Report

&

seeingmachines

ABN 34 093 877 331

Statement of Changes in Equity

Employee
Foreign Equity
Contributed Accumulated Currency Benefits
Equity Losses  Translation Reserve Total Equity
FOR THE YEAR ENDED 30 JUNE 2011 Note AS AS AS AS AS
At 1 July 2009 9,646,776 (8,887,593) 42,268 738,322 1,539,783
Loss for the year - (1,769,839) - - (1,769,839)
Other comprehensive income net of
tax - - 4,637 - 4,637
Total comprehensive income - (1,769,839) 4,637 - (1,765,202)
Transaction with owner in their
capacity as owner
Share based payment - - - 41,897 41,897
Share issue 5,417,255 - - - 5,417,255
Transaction costs on share issue (399,544) - - - (399,544)
At 30 June 2010 14,664,487 (10,657,432) 46,905 780,229 4,834,189
At 1July 2010 14,664,487 (10,657,432) 46,905 780,229 4,834,189
Loss for the year (2,174,951) (2,174,951)
Other comprehensive income ) ) (1,911) ) (1,911)
Total comprehensive income - (2,174,951) (1,911) - (2,176,862)
Transaction with owner in their
capacity as owner
Share based payment ) ) ) (131,570) (131,570)
. 149,125 - - - 149,125
Share issue
14,813,612 (12,832,383) 44,994 648,259 2,674,482

At 30 June 2011

The above statement of changes in equity should be read in conjunction with the accompanying notes.
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Statement of Cash Flows

Consolidated

2011 2010

FOR THE YEAR ENDED 30 JUNE 2011 Note A$ A$

Cash flows from operating activities

Receipts from customers 6,737,913 3,732,180
Grants received 49,125 29,898
Payment to suppliers and employees (8,864,926) (5,469,424)
Interest received 88,064 26,213
Net cash flows used in operating activities 25 (1,989,824) (1,681,133)
Cash flows from investing activities

Proceeds from sale of plant and equipment -
Purchase of plant and equipment (235,428) (16,173)
Payments for intangible assets (30,916) (94,617)
Net cash flows used in investing activities (266,344) (110,790)
Cash flows from financing activities

Proceeds from issue of shares - 5,417,255
Costs of capital raising - (399,544)
Net cash flows from financing activities - 5,017,711
Net (decrease)/increase in cash and cash equivalents (2,256,168) 3,225,788
Cash and cash equivalents at beginning of period 3,904,954 679,166
Cash and cash equivalents at end of period 13 1,648,786 3,904,954

The above statement of cash flows should be read in conjunction with the accompanying notes.
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Notes to the Financial Statements

1. Corporate Information
The financial report of Seeing Machines Limited (the Company) for the year ended 30 June 2011 was authorised for issue in
accordance with a resolution of the Directors on 17" October 2011.

Seeing Machines Limited (the parent) is a company limited by shares incorporated in Australia whose shares are publicly
traded on the AIM of the London Stock Exchange.

The nature of the operations and principal activities of the Group are described in the Directors’ Report.

2. Going Concern basis of accounting

The financial report has been prepared on the going concern basis. The Group has made a loss for the year of $2,174,951
(2010: Loss of $1,769,839). The Group has Accumulated Losses of $12,832,383(2010: Accumulated Losses of $10,657,433).
The balance of cash and cash equivalents at 30 June 2011 is $1,648,786 (2010: Cash and cash equivalents $3,904,954). The
ability of the Group to continue as a going concern is dependent on the Group’s ability to meet its debts as and when they
fall due. The Group has prepared cash flow forecasts for the next twelve months that show that the Group will be able to
meet its debts as and when they fall due. These cash flow forecasts are based on a number of assumptions in particular
about the Group’s ability to meet projected sales levels.

The Directors are confident that the Group will meet the projected sales levels and on this basis the Directors believe the
adoption of the going concern basis of accounting is justified. However, should this position change the Group may not be
able to pay its debts as and when they fall due and may be required to realise assets and extinguish liabilities other than in
the normal course of business and at amounts different to those stated in the financial statements. The financial
statements do not include any adjustment relating to the recoverability and classification of recorded assets nor to the
amount and classification of liabilities that might be necessary should the Group not continue as a going concern.

3. Summary of significant accounting policies

Basis of preparation

The financial report is a general-purpose financial report, which has been prepared in accordance with the requirements of
the Corporations Act 2001, Australian Accounting Standards as issued by the Australian Accounting Standards Board and
other authoritative pronouncements of the Australian Accounting Standards board. The financial report has also been
prepared on a historical cost basis, except for derivative financial instruments, which have been measured at fair value.

The financial report is presented in Australian dollars and all values are rounded to the nearest dollar.

(a) Compliance with IFRS

The financial report complies with International Financial Reporting Standards (IFRS) as issued by the International
Accounting Standards Board.

(b) New accounting standards and interpretations

The accounting policies adopted are consistent with those of the previous financial year except as follows:

The Group has adopted the following new and amended Australian Accounting Standards and AASB Interpretations as of 1
July 2010:
. AASB 2009-5 Further Amendments to Australian Accounting Standards arising from the Annual Improvements
Project effective 1 July 2010;
. AASB 2009-8 Amendments to Australian Accounting Standards — Group Cash-settled Share-based Payment
Transactions (AASB 2) effective 1 July 2010;
. AASB 2009-10 Amendments to Australian Accounting Standards — Classification of Rights Issues (AASB 132)
effective 1 July 2010;
. AASB 2010-3 Amendments to Australian Accounting Standards arising from Annual Improvements Project
effective 1 July 2010; and
3 Interpretation 19 Extinguishing Financial Liabilities with Equity Instruments effective 1 July 2010.
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Notes to the Financial Statements (continued)

3. Summary of significant accounting policies (continued)

When the adoption of the Standard or Interpretation is deemed to have an impact on the financial statements or
performance of the Group, its impact is described below.

(b) New accounting standards and interpretations (continued)

Australian Accounting Standards and Interpretations that have recently been issued or amended but are not yet effective
have not been adopted by the Group for the annual reporting period ended 30 June 2011. These are outlined in the table

below.
Application Application
I
Reference Title Summary date of ;?npaa::i:rrgrzl:tp date for
standard* P Group*
AASB 9 Financial Instruments | AASB 9 includes requirements for the 1 January The Group has not 1July 2013
classification and measurement of financial 2013 yet determined the

assets resulting from the first part of Phase 1 of
the IASB’s project to replace IAS 39 Financial
Instruments: Recognition and Measurement
(AASB 139 Financial Instruments: Recognition
and Measurement).

These requirements improve and simplify the
approach for classification and measurement of
financial assets compared with the
requirements of AASB 139. The main changes
from AASB 139 are described below.

(a) Financial assets are classified based on
(1) the objective of the entity’s business
model for managing the financial assets;
(2) the characteristics of the contractual
cash flows. This replaces the numerous
categories of financial assets in AASB
139, each of which had its own
classification criteria.

(b) AASB 9 allows an irrevocable election on
initial recognition to present gains and
losses on investments in equity
instruments that are not held for trading
in other comprehensive income.
Dividends in respect of these
investments that are a return on
investment can be recognised in profit
or loss and there is no impairment or
recycling on disposal of the instrument.

(c) Financial assets can be designated and
measured at fair value through profit or
loss at initial recognition if doing so
eliminates or significantly reduces a
measurement or recognition
inconsistency that would arise from
measuring assets or liabilities, or
recognising the gains and losses on
them, on different bases.

extent of the impact
of the amendments,
if any.
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Notes to the Financial Statements (continued)

Application Impact on Group Application
Reference Title Summary date of financial report date for
standard* Group*
AASB Amendments to » These amendments arise from the issuance 1 January The Group has not 1July 2013
2009-11 Australian of AASB 9 Financial Instruments that sets 2013 yet determined the
Accounting out requirements for the classification and extent of the impact
Standards arising measurement of financial assets. The of the amendments,
from AASB 9 requirements in AASB 9 form part of the if any.
[AASB 1, 3, 4,5, 7, first phase of the International Accounting
101, 102, 108, 112, Standards Board’s project to replace IAS 39
118,121, 127, 128, Financial Instruments: Recognition and
131, 132, 136, 139, Measurement.
1023 & 1038 and » This Standard shall be applied when AASB 9
Interpretations 10 & is applied.
12]
AASB 124 Related Party The revised AASB 124 simplifies the definition 1 January The Group has 1July 2011
(Revised) Disclosures of a related party, clarifying its intended 2011 determined that
(December 2009) meaning and eliminating inconsistencies from whilst the changes
the definition, including: may impact on the
(a) The definition now identifies a disclosure of some
subsidiary and an associate with the items there will be
same investor as related parties of each no impact on tl?e
other current accounting
L . treatment of those
(b) Entities significantly influenced by one items.
person and entities significantly
influenced by a close member of the
family of that person are no longer
related parties of each other
(c) The definition now identifies that,
whenever a person or entity has both
joint control over a second entity and
joint control or significant influence over
a third party, the second and third
entities are related to each other
A partial exemption is also provided from the
disclosure requirements for government-
related entities. Entities that are related by
virtue of being controlled by the same
government can provide reduced related party
disclosures.
AASB Amendments to This amendment makes numerous editorial 1 January The Group has 1July 2011
2009-12 Australian changes to a range of Australian Accounting 2011 determined that
Accounting Standards and Interpretations. whilst the changes
Standards may impact on the

[AASBs 5, 8, 108,
110, 112, 119, 133,
137,139,1023 &
1031 and
Interpretations 2, 4,
16, 1039 & 1052]

In particular, it amends AASB 8 Operating
Segments to require an entity to exercise
judgement in assessing whether a government
and entities known to be under the control of
that government are considered a single
customer for the purposes of certain operating
segment disclosures. It also makes numerous
editorial amendments to a range of Australian
Accounting Standards and Interpretations,
including amendments to reflect changes made
to the text of IFRS by the IASB.

disclosure of some
items there will be
no impact on the
current accounting
treatment of those
items.
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Notes to the Financial Statements (continued)

Reference

Title

Summary

Application
date of
standard*

Impact on Group
financial report

Application
date for
Group*

AASB 1053

Application of Tiers
of Australian
Accounting
Standards

This Standard establishes a differential financial
reporting framework consisting of two Tiers of
reporting requirements for preparing general
purpose financial statements:

(a) Tier 1: Australian Accounting Standards

(b) Tier 2: Australian Accounting Standards —
Reduced Disclosure Requirements

Tier 2 comprises the recognition, measurement
and presentation requirements of Tier 1 and
substantially reduced disclosures
corresponding to those requirements.

The following entities apply Tier 1
requirements in preparing general purpose
financial statements:

(a) For-profit entities in the private sector
that have public accountability (as defined
in this Standard)

(b) The Australian Government and State,
Territory and Local Governments

The following entities apply either Tier 2 or

Tier 1 requirements in preparing general

purpose financial statements:

(a) For-profit private sector entities that do
not have public accountability

(b) All not-for-profit private sector entities

Public sector entities other than the Australian
Government and State, Territory and Local
Governments

1 July 2013

There is not
expected to be any
impact on the group

of these
amendments.

1 July 2013

AASB 1054

Australian Additional
Disclosures

This standard is as a consequence of phase 1 of
the joint Trans-Tasman Convergence project of
the AASB and FRSB.

This standard relocates all Australian specific
disclosures from other standards to one place
and revises disclosures in the following areas:

(a) Compliance with Australian Accounting
Standards

(b) The statutory basis or reporting
framework for financial statements

(c) Whether the financial statements are
general purpose or special purpose

(d) Audit fees

(e) Imputation credits

1July 2011

The Group has
determined that
whilst the changes
may impact on the
disclosure of some
items there will be
no impact on the
current accounting
treatment of those
items.

1July 2011

AASB
2010-2 ***

Amendments to
Australian
Accounting
Standards arising
from reduced
disclosure
requirements

This Standard makes amendments to many
Australian Accounting Standards, reducing the
disclosure requirements for Tier 2 entities,
identified in accordance with AASB 1053,
preparing general purpose financial
statements.

1July 2013

There is not
expected to be any
impact on the group
of these
amendments.

1July 2013
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Notes to the Financial Statements (continued)

Application Impact on Group Application
Reference Title Summary date of financial report date for
standard* Group*
AASB Further Amendments | Emphasises the interaction between 1 January The Group has not 1July 2011
2010-4 to Australian quantitative and qualitative AASB 7 disclosures 2011 yet determined the
Accounting and the nature and extent of risks associated extent of the impact
Standards arising with financial instruments. of the amendments,
from the Annual Clarifies that an entity will present an analysis if any.
Improvements of other comprehensive income for each
Project [AASB 1, component of equity, either in the statement
AASB 7, AASB 101, of changes in equity or in the notes to the
AASB 134 and financial statements.
Interpretation 13] . ) .
Provides guidance to illustrate how to apply
disclosure principles in AASB 134 for significant
events and transactions.
Clarifies that when the fair value of award
credits is measured based on the value of the
awards for which they could be redeemed, the
amount of discounts or incentives otherwise
granted to customers not participating in the
award credit scheme, is to be taken into
account.
AASB Amendments to This Standard makes numerous editorial 1 January There is not 1July 2011
2010-5 Australian amendments to a range of Australian 2011 expected to be any
Accounting Accounting Standards and Interpretations, impact on the group
Standards including amendments to reflect changes made of these
[AASB 1, 3, 4, 5, 101, to the text of IFRS by the IASB. amendments.
107, 112, 118, 119, These amendments have no major impact on
121,132,133, 134, the requirements of the amended
137, 139, 140, 1023 pronouncements.
& 1038 and
Interpretations 112,
115,127,132 &
1042]
AASB Amendments to The amendments increase the disclosure 1July 2011 The Group has not 1July 2011
2010-6 Australian requirements for transactions involving yet determined the
Accounting transfers of financial assets. Disclosures require extent of the impact
Standards — enhancements to the existing disclosures in of the amendments,

Disclosures on
Transfers of Financial
Assets [AASB 1 &
AASB 7]

IFRS 7 where an asset is transferred but is not
derecognised and introduce new disclosures
for assets that are derecognised but the entity
continues to have a continuing exposure to the
asset after the sale.

if any.
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Notes to the Financial Statements (continued)

Application Impact on Group Application
Reference Title Summary date of financial report date for
standard* Group*
AASB Amendments to The requirements for classifying and measuring 1 January The Group has not | 1July 2013
2010-7 Australian financial liabilities were added to AASB 9. The 2013 vet determined the
Accounting existing requirements for the classification of extent of the impact
Standards arising financial liabilities and the ability to use the fair of the amendments,
from AASB 9 value option have been retained. However, if any.
(December 2010) where the fair value option is used for financial
liabilities the change in fair value is accounted
[AASB1,3,4,5,7, for as follows:
101, 102, 108, 112,
118, 120, 121, 127, » The change attributable to changes in credit
128, 131, 132, 136, risk are presented in other comprehensive
137,139, 1023, & income (OCI)
1038 and » The remaining change is presented in profit
interpretations 2, 5, or loss
10, 12, 19 & 127]
If this approach creates or enlarges an
accounting mismatch in the profit or loss, the
effect of the changes in credit risk are also
presented in profit or loss.
AASB Amendments to These amendments address the determination 1 January There is not 1 July 2012
2010-8 Australian of deferred tax on investment property 2012 expected to be any
Accounting measured at fair value and introduce a impact on the group
Standards — Deferred | rebuttable presumption that deferred tax on of these
Tax: Recovery of investment property measured at fair value amendments.
Underlying Assets should be determined on the basis that the
carrying amount will be recoverable through
[AASB 112] sale. The amendments also incorporate SIC-21
Income Taxes — Recovery of Revalued Non-
Depreciable Assets into AASB 112.
AASB Amendments to This Standard amendments many Australian 1July 2011 There is not 1 July 2011
2011-1 Australian Accounting Standards, removing the expected to be any
Accounting disclosures which have been relocated to AASB impact on the group
Standards arising 1054. of these
from the Trans- amendments
Tasman Convergence
project
[AASB 1, AASB 5,
AASB 101, AASB 107,
AASB 108, AASB 121,
AASB 128, AASB 132,
AASB 134,
Interpretation 2,
Interpretation 112,
Interpretation 113]
AASB Amendments to This Standard makes amendments to the 1July 2013 There is not 1July 2013
2011-2 Australian application of the revised disclosures to Tier 2 expected to be any
Accounting entities, that are applying AASB 1053. impact on the group

Standards arising
from the Trans-
Tasman Convergence
project — Reduced
disclosure regime

[AASB 101, AASB
1054]

of these
amendments
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3. Summary of significant accounting policies (continued)

(c) Basis of consolidation
The consolidated financial statements comprise the financial statements of Seeing Machines Limited and its subsidiaries (as
outlined in note 26) as at 30 June each year (the Group).

Subsidiaries are all those entities over which the Group has the power to govern the financial and operating policies so as to
obtain benefits from their activities. The existence and effect of potential voting rights that are currently exercisable or
convertible are considered when assessing whether a group controls another entity.

The financial statements of the subsidiaries are prepared for the same reporting period as the parent company, using
consistent accounting policies.

In preparing the consolidated financial statements, all intercompany balances and transactions, income and expenses and
profit and losses resulting from intra-group transactions have been eliminated in full.

Subsidiaries are fully consolidated from the date on which control is obtained by the Group and cease to be consolidated
from the date on which control is transferred out of the Group.

Investments in subsidiaries held by Seeing Machines Limited are accounted for at cost in the separate financial statements
of the parent entity less any impairment charges.

The acquisition of subsidiaries is accounted for using the acquisition method of accounting. The acquisition method of
accounting involves recognising at acquisition date, separately from goodwill, the identifiable assets acquired, liabilities
assumed and any non-controlling interest in the acquiree. The identifiable assets acquired and the liabilities assumed are
measured at their acquisition date fair values (see note (d)).

The difference between the above items and the fair values of the consideration (including the fair value of any pre-existing
investment in the acquiree) is goodwill or a discount on acquisition.

(d) Business combinations

Business combinations are accounted for using the acquisition method. The consideration transferred in a business
combination shall be measured at fair value, which shall be calculated as the sum of the acquisition date fair values of the
assets transferred by the acquirer, the liabilities incurred by the acquirer to former owners of the acquiree and the equity
issued by the acquirer, and the amount of any non-controlling interest in the acquiree. For each business combination, the
acquirer measures the non-controlling interest in the acquiree either at fair value or at the proportionate share of the
acquiree's identifiable net assets. Acquisition-related costs are expensed as incurred.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate classification
and designation in accordance with the contractual terms, economic conditions, the Group’s operating or accounting
policies and other pertinent conditions as at the acquisition date. This includes the separation of embedded derivatives in
host contracts by the acquiree.

If the business combination is achieved in stages, the acquisition date fair value of the acquirer's previously held equity
interest in the acquiree is remeasured at fair value as at the acquisition date through profit or loss.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition date.
Subsequent changes to the fair value of the contingent consideration which is deemed to be an asset or liability will be
recognised in accordance with AASB 139 either in profit or loss or in other comprehensive income. If the contingent
consideration is classified as equity, it shall not be remeasured, until it is finally settled within equity.
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Notes to the Financial Statements (continued)

3. Summary of significant accounting policies (continued)

(e) Operating segments — refer note 6

An operating segment is a component of the entity that engages in business activities from which it may earn revenues and
incur expenses, whose operating results are regularly reviewed by the entity’s chief operating decision makers to make
decisions about resources to be allocated to the segment and asses its performance and for which discrete financial
information is available. Management will also consider other factors in determining operating segments such as the level
of segment information presented to the board of directors.

Operating segments that meet the qualitative criteria as prescribed by AASB 8 are reported separately. However an
operating segment that does not meet the qualitative criteria is still reported separately where information about the
segment would be useful to users of the financial statements.

A geographical segment is a distinguishable component of the entity that is engaged in providing products or services
within a particular economic environment and is subject to risks and returns that are different than those of segments
operating in other economic environments.

(f)  Foreign currency translation

(i) Functional and presentation currency

Both the functional and presentation currency of Seeing Machines Limited is Australian dollars (S$). The United States
subsidiaries' functional currency is United States Dollars which is translated to presentation currency (see below).

(i) Transactions and balances

Transactions in foreign currencies are initially recorded in the functional currency by applying the exchange rates ruling at
the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated at the rate
of exchange ruling at the reporting date.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the exchange
rate as at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency are translated
using the exchange rates at the date when the fair value was determined.

(iii) Translation of Group Companies functional currency to presentation currency
The results of the United States subsidiary are translated into Australian Dollars as at the date of each transaction. Assets
and liabilities are translated at exchange rates prevailing at reporting date.

Exchange variations resulting from the translation are recognised in the foreign currency translation reserve in equity.

On consolidation, exchange differences arising from the translation of the net investment in the United States subsidiary
are taken to the foreign currency translation reserve. If a United States subsidiary were sold, the proportionate share of
exchange differences would be transferred out of equity and recognised in the statement of comprehensive income.

(g) Cash and cash equivalents — refer note 13

Cash and cash equivalents in the statement of financial position comprise cash at bank and in hand and short-term deposits
with an original maturity of three months or less that are readily convertible to known amounts of cash and which are
subject to an insignificant risk of changes in value.

For the purposes of the Statement of Cash Flows, cash and cash equivalents consist of cash and cash equivalents as defined

above, net of outstanding bank overdrafts. Bank overdrafts are included within interest-bearing loans and borrowings in
current liabilities on the statement of financial position.
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Notes to the Financial Statements (continued)

3. Summary of significant accounting policies (continued)

(h) Trade and other receivables — refer note 14
Trade receivables, which generally have 30-60 day terms, are recognised initially at fair value and subsequently measured
at amortised cost using the effective interest method, less an allowance for impairment.

Collectability of trade receivables is reviewed on an ongoing basis at an operating unit level. Individual debts that are
known to be uncollectible are written off when identified. An impairment provision is recognised when there is objective
evidence that the Group will not be able to collect the receivable. Financial difficulties of the debtor, default payments or
debts more than 60 days overdue are considered objective evidence of impairment. The amount of the impairment loss is
the receivable carrying amount compared to the present value of estimated future cash flows, discounted at the original
effective interest rate.

(i) Inventories - refer note 15
Inventories including raw materials, work in progress and finished goods are valued at the lower of cost and net realisable
value.

Costs incurred in bringing each product to its present location and condition are accounted for as follows:

Raw materials, work in progress and finished goods — purchase cost on a first-in, first-out basis. The cost of purchase
comprises the purchase price including the transfer from equity of gains and losses on qualifying cash flow hedges of
purchases of raw materials, import duties and other taxes (other than those subsequently recoverable by the entity from
the taxing authorities), transport, handling and other costs directly attributable to the acquisition of raw materials. Volume
discounts and rebates are included in determining the cost of purchase.

Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs of completion and
the estimated costs necessary to make the sale.

(i)  Property, plant and equipment — refer note 17

Plant and equipment is stated at historical cost less accumulated depreciation and any accumulated impairment losses.
Such cost includes the cost of replacing parts that are eligible for capitalisation when the cost of replacing the parts is
incurred. Similarly, when each major inspection is performed, its cost is recognised in the carrying amount of the plant and
equipment as a replacement only if it is eligible for capitalisation. All other repairs and maintenance are recognised in profit
or loss as incurred.

Depreciation is calculated on the diminishing value or straight line basis using the following depreciation rates of the
specific asset as follows:

Office furniture, fittings and equipment — 11.25% to 40%
Research and development software and equipment 33.3%

The assets' residual values, useful lives and amortisation methods are reviewed, and adjusted if appropriate, at each
financial year end.

Derecognition

An item of property, plant and equipment is derecognised upon disposal or when no further future economic benefits are
expected from its use or disposal.
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Notes to the Financial Statements (continued)

3. Summary of significant accounting policies (continued)
(k) Leases

The determination of whether an arrangement is or contains a lease is based on the substance of the arrangement and
requires an assessment of whether the fulfilment of the arrangement is dependent on the use of a specific asset or assets
and the arrangement conveys a right to use the asset.

(i) Group as a lessee

Finance leases, which transfer to the Group substantially all the risks and benefits incidental to ownership of the leased
item, are capitalised at the inception of the lease at the fair value of the leased asset or, if lower, at the present value of the
minimum lease payments. Lease payments are apportioned between the finance charges and reduction of the lease liability
so as to achieve a constant rate of interest on the remaining balance of the liability. Finance charges are recognised as an
expense in profit or loss.

Capitalised leased assets are depreciated over the shorter of the estimated useful life of the asset and the lease term if
there is no reasonable certainty that the Group will obtain ownership by the end of the lease term.

Operating lease payments are recognised as an expense in the statement of comprehensive income on a straight-line basis
over the lease term. Operating lease incentives are recognised as a liability when received and subsequently reduced by
allocating lease payments between rental expense and reduction of the liability.

(I) Impairment of non-financial assets other than goodwill

Intangible assets that have an indefinite useful life are not subject to amortisation and are tested annually for impairment,
or more frequently if events or changes in circumstances indicate that they might be impaired. Other assets are tested for
impairment whenever events or changes in circumstances indicate that the carrying amount may not be recoverable.

Seeing Machines Limited conducts an annual internal review of asset values, which is used as a source of information to
assess for any indicators of impairment. External factors, such as changes in expected future processes, technology and
economic conditions, are also monitored to assess for indicators of impairment. If any indication of impairment exists, an
estimate of the asset's recoverable amount is calculated.

An impairment loss is recognised for the amount by which the asset's carrying amount exceeds its recoverable amount.
Recoverable amount is the higher of an asset's fair value less costs to sell and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels for which there are separately identifiable cash inflows that are largely
independent of the cash inflows from other assets or groups of assets (cash-generating units). Non-financial assets other
than goodwill that suffered an impairment are tested for possible reversal of the impairment whenever events or changes
in circumstances indicate that the impairment may have reversed.

(m) Intangibles — refer note 18

Intangible assets acquired separately or in a business combination are initially measured at cost. The cost of an intangible
asset acquired in a business combination is its fair value as at the date of acquisition. Following initial recognition,
intangible assets are carried at cost less any accumulated amortisation and any accumulated impairment losses. Internally
generated intangible assets, excluding capitalised development costs, are not capitalised and expenditure is recognised in
profit or loss in the year in which the expenditure is incurred.

The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assets with finite lives are
amortised over the useful life and tested for impairment whenever there is an indication that the intangible asset may be
impaired (see note (I) for methodology). The amortisation period and the amortisation method for an intangible asset with
a finite useful life are reviewed at least at each financial year-end. Changes in the expected useful life or the expected
pattern of consumption of future economic benefits embodied in the asset are accounted for prospectively by changing the
amortisation period or method, as appropriate, which is a change in accounting estimate. The amortisation expense on
intangible assets with finite lives is recognised in profit or loss in the expense category consistent with the function of the
intangible asset.
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3. Summary of significant accounting policies (continued)
(m) Intangibles — refer note 18 (continued)

Intangible assets with indefinite useful lives are tested for impairment annually either individually or at the cash-generating
unit level. Impairment is determined by assessing the recoverable amount of the cash-generating unit (group of cash
generating units), to which the intangible relates. Such intangibles are not amortised. The useful life of an intangible asset
with an indefinite life is reviewed each reporting period to determine whether indefinite life assessment continues to be
supportable. If not, the change in the useful life assessment from indefinite to finite is accounted for as a change in an
accounting estimate and is thus accounted for on a prospective basis.

Research and development costs

Research costs are expensed as incurred. An intangible asset arising from development expenditure on an internal project
is recognised only when the Group can demonstrate the technical feasibility of completing the intangible asset so that it will
be available for use or sale, its intention to complete and its ability to use or sell the asset, how the asset will generate
future economic benefits, the availability of resources to complete the development and the ability to measure reliably the
expenditure attributable to the intangible asset during its development. Following the initial recognition of the
development expenditure, the cost model is applied requiring the asset to be carried at cost less any accumulated
amortisation and accumulated impairment losses. Any expenditure so capitalised is amortised over the period of expected
benefit from the related project.

The carrying value of an intangible asset arising from development expenditure is tested for impairment annually when the
asset is not yet available for use, or more frequently when an indication of impairment arises during the reporting period.

A summary of the policies applied to the company’s intangible assets is as follows:

Patents and Trademarks Licences Development Costs of
assets in use

Useful lives Finite Finite Finite

Amortisation Method 15-20 years — Straight line 4 — 20 years — Straight line 5 years — Straight line
used

Internally Acquired Acquired Internally generated

generated/acquired

Impairment test / When an indicator of When an indicator of Amortisation method

Recoverable amount impairment exists impairment exists reviewed at each financial

testing year-end; Reviewed
annually for indicators of
impairment

Gains or losses arising from derecognition of intangible assets are measured as the difference between the net disposal
proceeds and the carrying amount of the asset and are recognised in the statement of comprehensive income when the
asset is derecognised.

(n) Trade and other payables — refer note 19
Trade and other payables are carried at amortised cost and due to their short term nature they are not discounted. They
represent liabilities for goods and services provided to the Group prior to the end of the financial year that are unpaid and

arise when the Group becomes obliged 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.
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3. Summary of significant accounting policies (continued)
(o) Provisions and employee benefits — refer notes 20 and 21

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event, it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable
estimate can be made of the amount of the obligation.

When the Group expects some or all of a provision to be reimbursed, for example under an insurance contract, the
reimbursement is recognised as a separate asset but only when the reimbursement is virtually certain. The expense
relating to any provision is presented in the statement of comprehensive income net of any reimbursement.

Provisions are measured at the present value of management's best estimate of the expenditure required to settle the
present obligation at the reporting date using a discounted cash flow methodology. The risks specific to the provision are
factored into the cash flows and as such a risk-free government bond rate relative to the expected life of the provision is
used as a discount rate. If the effect of the time value of money is material, provisions are discounted using a current pre-
tax rate that reflects the time value of money and the risks specific to the liability. The increase in the provision resulting
from the passage of time is recognised in finance costs.

Employee leave benefits

(i) Wages, salaries, annual leave and sick leave

Liabilities for wages and salaries, including non-monetary benefits and annual leave expected to be settled within 12
months of the reporting date are recognised in respect of employees' services up to the reporting date. They are measured
at the amounts expected to be paid when the liabilities are settled. Expenses for non-accumulating sick leave are
recognised when the leave is taken and are measured at the rates paid or payable.

(ii) Long service leave

The liability for long service leave is recognised and measured as the present value of expected future payments to be made
in respect of services provided by employees up to the reporting date using the projected unit credit method. Consideration
is given to expected future wage and salary levels, experience of employee departures, and periods of service. Expected
future payments are discounted using market yields at the reporting date on national government bonds with terms to
maturity and currencies that match, as closely as possible, the estimated future cash outflows.

(p) Share-based payment transactions — refer note 28
The Group provides benefits to employees (including KMP and directors) of the company in the form of share-based
payment transactions, whereby employees render services in exchange for shares or rights over shares (‘equity-settled

transactions’).

The cost of these equity-settled transactions with employees is measured by reference to the fair value at the date at which
they are granted. The fair value is determined by using a Trinomial model.

In valuing equity-settled transactions, no account is taken of any vesting conditions, other than conditions linked to the
price of the shares of Seeing Machines Limited (market conditions).

The cost of equity—settled transactions is recognised, together with a corresponding increase in equity, over the period in

which the performance conditions and/or service conditions are fulfilled (the vesting period) ending on the date on which
the relevant employees become fully-entitled to the award (the vesting date).
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3.  Summary of significant accounting policies (continued)

(p) Share-based payment transactions — refer note 28 (continued)

At each subsequent reporting date until vesting, the cumulative charge to the statement of comprehensive income is the
product of:

i. The grant date fair value of the award.

ii. The current best estimate of the number of awards that will vest, taking into account such
factors as the likelihood of employee turnover during the vesting period and the likelihood of
non-market performance conditions being met.

iii. The expired portion of the vesting period.

The charge to the statement of comprehensive income for the period is the cumulative amount as calculated above less the
amounts already charged in previous periods. There is a corresponding entry to equity.

Until an award has vested, any amounts recorded are contingent and will be adjusted if more or fewer awards vest than
were originally anticipated to do so. Any award subject to a market condition is considered to vest irrespective of whether
or not that market condition is fulfilled, provided that all other conditions are satisfied.

If the terms of an equity-settled award are modified, as a minimum an expense is recognised as if the terms had not been
modified. An additional expense is recognised for any modification that increases the total fair value of the share-based
payment arrangement, or if otherwise beneficial to the employee, as measured at the date of modification.

If an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and any expense not yet
recognised for the award is recognised immediately. However, if a new award is substituted for the cancelled award, and
designated as a replacement award on the date that it is granted, the cancelled and new award are treated as if they were a
modification of the original award, as described in the previous paragraph.

The dilutive effect, if any, of outstanding options is reflected as additional share dilution in the computation of earnings per
share (see note 11).

(q) Contributed equity — refer note 23

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

(r) Revenue recognition

Revenue is recognised and measured at the fair value of the consideration received or receivable to the extent it is probable
that the economic benefits will flow to the Group and the revenue can be reliably measured. The following specific
recognition criteria must also be met before revenue is recognised:

(i) Sale of goods

Revenue from the sale of goods is recognised when there is persuasive evidence, usually in the form of an executed sales
agreement at the time of delivery of the goods to customer, indicating that there has been a transfer of risks and rewards
to the customer, no further work or processing is required, the quantity and quality of the goods has been determined, the
price is fixed and generally title has passed (for shipped goods this is the bill of lading date).
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3.  Summary of significant accounting policies (continued)
(r) Revenue recognition (continued)

(ii) Licence fees

Revenue from licence fees is recognised when there is persuasive evidence, usually in the form of a licence agreement at
the time of delivery of the goods to customer, indicating that there has been a transfer of risks and rewards to the
customer. Licences granted to customers are perpetual licences for use of intellectual property (usually in the form of
software) with no further work or processing required by the Group.

(iii) Rendering of services
Revenue from the support and consultancy is recognised by reference to the stage of completion of a contract or contracts
in progress at reporting date or at the time of completion of the contract and billing to the customer.

Stage of completion is measured by reference to labour hours incurred to date as a percentage of total estimated labour

hours for each contract which is determined by a set quotation with the customer. As the contracts are reasonably short,
there is only a small amount outstanding at reporting date, as such the level of judgement required is minimal. When the
contract outcome cannot be estimated reliably, revenue is recognised only to the extent of the expenses recognised that

are recoverable.

(iv) Interest revenue

Revenue is recognised as interest accrues using the effective interest method. This is a method of calculating the amortised
cost of a financial asset and allocating the interest income over the relevant period using the effective interest rate, which is
the rate that exactly discounts estimated future cash receipts through the expected life of the financial asset to the net
carrying amount of the financial asset.

(s) Income taxes and other taxes — refer note 9

Current tax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered
from or paid to the taxation authorities based on the current period's taxable income. The tax rates and tax laws used to
compute the amount are those that are enacted or substantively enacted by the reporting date.

Deferred income tax is provided on all temporary differences at the reporting date between the tax bases of assets and
liabilities and their carrying amounts for financial reporting purposes.

Deferred income tax liabilities are recognised for all taxable temporary differences except:

e when the deferred income tax liability arises from the initial recognition of goodwill or of an asset or liability in a
transaction that is not a business combination and that, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; or

e when the taxable temporary difference is associated with investments in subsidiaries, and the timing of the
reversal of the temporary difference can be controlled and it is probable that the temporary difference will not
reverse in the foreseeable future.

Deferred income tax assets are recognised for all deductible temporary differences, carry-forward of unused tax credits and
unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible
temporary differences and the carry-forward of unused tax credits and unused tax losses can be utilised, except:

e when the deferred income tax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss; or

e when the deductible temporary difference is associated with investments in subsidiaries, in which case a deferred
tax asset is only recognised to the extent that it is probable that the temporary difference will reverse in the
foreseeable future and taxable profit will be available against which the temporary difference can be utilised.
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3.  Summary of significant accounting policies (continued)
(s) Income taxes and other taxes — refer note 9 (continued)

The carrying amount of deferred income tax assets is reviewed at each reporting date and reduced to the extent that it is
no longer probable that sufficient taxable profit will be available to allow all or part of the deferred income tax asset to be
utilised.

Unrecognised deferred income tax assets are reassessed at each reporting date and are recognised to the extent that it has
become probable that future taxable profit will allow the deferred tax asset to be recovered.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the
asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted
at the reporting date.

Deferred tax assets and deferred tax liabilities are offset only if a legally enforceable right exists to set off current tax assets
against current tax liabilities and the deferred tax assets and liabilities relate to the same taxable entity and the same
taxation authority.

Other taxes
Revenues, expenses and assets are recognised net of the amount of GST except:

e when the GST incurred on a purchase of goods and services is not recoverable from the taxation authority, in
which case the GST is recognised as part of the cost of acquisition of the asset or as part of the expense item as
applicable; and

e receivables and payables, which are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of receivables or payables
in the statement of financial position.

Cash flows are included in the Cash Flow Statement on a gross basis and the GST component of cash flows arising from
investing and financing activities, which is recoverable from, or payable to, the taxation authority is classified as part of
operating cash flows.

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to, the taxation
authority.

(t) Government grants — refer note 22
Government grants are recognised in the statement of financial position as a liability when the grant is received.

When the grant relates to an expense item, it is recognised as income over the periods necessary to match the grant on a
systematic basis to the costs that it is intended to compensate. They are not credited directly to shareholders' equity.

When the grant relates to an asset (development expenditure), the fair value is credited to deferred income and is released
to the statement of comprehensive income over the expected useful life of the relevant asset by equal annual instalments.

(u) Earnings per share - refer note 11

Basic earnings per share is calculated as net profit attributable to members of the parent, adjusted to exclude any costs of
servicing equity (other than dividends) and preference share dividends, divided by the weighted average number of
ordinary shares, adjusted for any bonus element.

Diluted earnings per share is calculated as net profit attributable to members of the parent, adjusted for:
e Costs of servicing equity (other than dividends) and preference share dividends;
e The after tax effect of dividends and interest associated with dilutive potential ordinary shares that have been
recognised as expenses; and
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3.  Summary of significant accounting policies (continued)
(u) Earnings per share — refer note 11 (continued)

e Other non-discretionary changes in revenues or expenses during the period that would result from the dilution of
potential ordinary shares; divided by the weighted average number of ordinary shares and dilutive potential
ordinary shares, adjusted for any bonus element.

4. Financial risk management objectives and policies

The Group’s principal financial instruments comprise cash and short-term deposits. The Group has various other financial
assets and liabilities such as trade receivables and trade payables, which arise directly from its operations.

The Group manages its exposure to key financial risks, including interest rate and currency risk in accordance with the
Group’s financial risk management policy. The objective of this policy is to support the delivery of the Group’s financial
targets whilst protecting future financial security.

The Group enters into derivative transactions, principally forward exchange contracts. The purpose is to manage the
currency risks arising from the Group’s operations and its sources of finance. The main risks arising from the Group’s
financial instruments are interest rate risk, foreign currency risk, credit risk and liquidity risk. The Group uses different
methods to measure and manage different types of risk to which it is exposed. These include monitoring exposure to
interest rate risk and assessment of market forecasts for foreign exchange. Ageing analyses and monitoring of specific
credit allowances are undertaken to manage credit risk, liquidity risk is monitored through the use of future rolling cash
flow forecasts.

Primary responsibility for identification and control of risk rests with the Board. The Board reviews and agrees policies for
managing each of its risks identified below, including the setting of limits for trading in derivatives, hedging cover of foreign
currency risk, credit allowances and future cash flow forecast projections.

Risk Exposures and Responses

Interest rate risk

The Group’s exposure to market interest rates relates to the Group’s short-term cash holdings and cash flow hedges. The
Group did not enter into any forward contracts during the 30 June 2011 financial year.

The Group’s exposure to interest rate risk is minimal.

At reporting date the Group had the following mix of financial assets exposed to variable interest rates at the designated
variable interest rate and are not designated in cash flow hedges:

Consolidated

2011 2010
FOR THE YEAR ENDED 30 JUNE 2011 AS A$
Financial Assets
Cash and cash equivalents:
Exposed to Australian variable interest rate risk 1,522,834 3,650,924
Exposed to United States of America variable interest rate risk 125,952 254,030
Total cash and cash equivalents 1,648,786 3,904,954
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4, Financial risk management objectives and policies (Continued)

Interest rate risk (continued)

The Group’s policy is to not hedge against interest rate movements as funds held are in cash and short-term deposits.

At 30 June, 2011, if interest rates had moved, as illustrated in the table below, with all other variables held constant, post
tax equity and profit would have been affected as follows:

Post Tax Profit Equity
Higher / (Lower) Higher / (Lower)
2011 2010 2011 2010
FOR THE YEAR ENDED 30 JUNE 2011 AS AS AS AS
Consolidated
+ 1% (100 basis points) 25,206 15,038 -
-.5% (50 basis points) (12,603) (7,519) -

The movement in Profit is due to interest rate change on cash balance. The movement in equity is due to the
increase/decrease in the fair value of derivative instruments designated as cash flow hedges.

Foreign currency risk

As a result of significant sales in the United States and Europe (denominated in the local currency), staffing costs and
significant purchases of inventory denominated in United States dollars, the Group’s statement of financial position can be
affected by movement in the USS/AS exchange rates. The Group seeks to mitigate the effect of its foreign currency
exposure by operating USD bank accounts. Approximately 91% of the Group’s sales are denominated in currencies other
than the functional currency of the operating entity making the sale, whilst approximately 70% of costs are denominated in
the unit’s functional currency.

The Group requires that on specific contracts with a value greater than A$200,000, the contract may be hedged to any level
within the amount of the contract. Group policy is that forward exchange contracts are limited to a total of A$2,000,000.

It is the Group’s policy not to enter into forward contracts until a firm commitment is in place and to negotiate the terms of
the hedge derivative to exactly match the terms of the hedged item to maximize hedge effectiveness. The Group did not
enter into any forward contracts during the 30 June 2011 financial year. Further, for the purpose of settlement of accounts
that will likely occur within three months, funds received may be held in a currency other than the unit’s functional
currency to settle such amounts.

At 30 June, 2011 the Group had the following exposure to foreign currency that is not designated in cash flow hedges:
Consolidated

2011 2010
AS A$
Financial Assets
Cash and cash equivalents (USS) 125,951 254,030
Trade and other receivables (USS) 802,615 787,219
Trade and other receivables (EUR) 230,875 136,794
Trade and other receivables (GBP) 40,207 90,011
1,199,648 1,268,054
Financial Liabilities
Trade and other payables (USS) (204,637) (204,235)
Trade and other payables (EUR) - -
Trade and other payables (GBP) (30,738) (18,935)
(235,375) (223,170)
Net exposure 964,273 1,044,884
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4, Financial risk management objectives and policies (Continued)

Foreign currency risk (continued)
The following sensitivity is based on the foreign currency risk exposures in existence at the reporting date:

At 30 June 2011, had the Australian dollar moved against major trading currencies, as illustrated in the table below, with
all other variables held constant, post tax profit and equity would have been affected as follows:

Post Tax Profit Equity
Higher / (Lower) Higher / (Lower)
2011 2010 2011 2010
FOR THE YEAR ENDED 30 JUNE 2011 AS AS AS AS
Consolidated
AUD / foreign currency +10% (87,661) (94,989) - -
AUD / foreign currency -5% 50,751 54,994 - -

Management believes the reporting date risk exposures are representative of the risk exposure inherent in financial
instruments.

Credit risk

Credit risk arises from the financial assets of the Group, which comprise cash and cash equivalents, trade and other
receivables and derivative instruments. The Group’s exposure to credit risk arises from potential default of the counter
party, with a maximum exposure equal to the carrying amount of these instruments. Exposure at reporting date is
addressed in each particular note.

The Group does not hold any credit derivatives to offset its credit exposure.

The Group trades only with recognized, creditworthy third parties, and as such collateral is not requested nor is it the
Group’s policy to securitise its trade and other receivables.

It is the Group’s policy that all customers who wish to trade are subject to credit verification procedures. In addition,
receivables balances are monitored on an ongoing basis with the result that the Group’s exposure to bad debts is not
significant.

Capital management and liquidity risk

The Group’s objective is to raise finance as and when needed by share placement. The Group has not made use of bank
overdrafts or bank loans. Funding may be sought through use of bank overdrafts, bank loans, share placement, finance
leases or other credit lines.

The following table reflects all contractually fixed pay-offs and receivables for settlement, repayments and interest resulting
from recognized financial assets and liabilities, including derivative financial instruments as of 30 June 2011. For derivative
financial instruments the market value is presented, whereas for the other obligations the respective undiscounted cash
flows for the respective upcoming fiscal years are presented. Cash flows for financial assets and liabilities without fixed
amount or timing are based on the conditions existing at 30 June 2011.
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Maturity analysis of financial assets and liabilities based on management’s expectation.

The risk implied from the table below reflects a balanced view of cash inflows and outflows. Trade payables and other
financial liabilities mainly originate from the financing of assets used in our ongoing operations such as plant, equipment
and investments in working capital eg inventories and trade receivables. To monitor existing financial assets and liabilities
as well as to enable an effective controlling of future risks, Seeing Machines Limited has established risk reporting systems

that reflects expectations of management of expected settlement of financial assets and liabilities.

<=6 6-12 >1 Total

months months year

Year ended 30 June 2011 S $ S

Consolidated

Financial assets

Cash and cash equivalents 1,648,786 - - 1,648,786

Trade and other receivables 1,555,275 - - 1,555,275
3,204,061 - - 3,204,061

Consolidated

Financial liabilities

Trade and other payables 1,268,262 - - 1,268,262
1,268,262 - - 1,268,262

Net inflow 2,064,905 - - 2,064,905

The group monitors rolling forecasts of liquidity reserves on the basis of expected cash flows.

Fair value

The methods for estimating fair value are outlined in the relevant notes to the financial statements.
5. Significant accounting judgements, estimates and assumptions

The preparation of the financial statements requires management to make judgements, estimates and assumptions that
affect the reported amounts in the financial statements. Management continually evaluates its judgements and estimates
in relation to assets, liabilities, contingent liabilities, revenue and expenses. Management bases its judgements and
estimates on historical experience and on other various factors it believes to be reasonable under the circumstances, the
result of which form the basis of the carrying values of assets and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates under different assumptions and conditions.

Management has identified the following critical accounting policies for which significant judgements, estimates and
assumptions are made. Actual results may differ from these estimates under different assumptions and conditions and may
materially affect financial results or the financial position reported in future periods.

Further details of the nature of these assumptions and conditions may be found in the relevant notes to the financial
statements.

(i) Significant accounting judgements

Capitalised development costs

Research costs are expensed as incurred. An intangible asset arising from development expenditure on an internal project
is recognised only when the Group can demonstrate the technical feasibility of completing the intangible asset so that it will
be available for use or sale, its intention to complete and its ability to use or sell the asset, how the asset will generate
future economic benefits, the availability of resources to complete the development and the ability to measure reliably the
expenditure attributable to the intangible asset during its development.

34



&

seeingmachines

Seeing Machines Limited - Annual Report
ABN 34 093 877 331

Notes to the Financial Statements (continued)

5.  Significant accounting judgements, estimates and assumptions (continued)
(i) Significant accounting judgements (continued)

Impairment of non-financial assets other than goodwill

The Group assesses impairment of all assets at each reporting date by evaluating conditions specific to the Group and to
the particular asset that may lead to impairment. These include product and manufacturing performance, technology,
economic and political environments and future product expectations. If an impairment trigger exists the recoverable
amount of the asset is determined. Given the current uncertain economic environment management considered that the
indicators of impairment were significant enough and as such these assets have been tested for impairment in the financial
period.

Taxation

The Group's accounting policy for taxation requires management's judgement as to the types of arrangements considered
to be a tax on income in contrast to an operating cost. Judgement is also required in assessing whether deferred tax assets
and certain deferred tax liabilities are recognised on the statement of financial position. Deferred tax assets, including
those arising from unrecouped tax losses, capital losses and temporary differences, are recognised only where it is
considered more likely than not that they will be recovered, which is dependent on the generation of sufficient future
taxable profits.

Assumptions about the generation of future taxable profits and repatriation of retained earnings depend on management's
estimates of future cash flows. These depend on estimates of future production and sales volumes, operating costs,
restoration costs, capital expenditure, dividends and other capital management transactions. Judgements are also required
about the application of income tax legislation. These judgements and assumptions are subject to risk and uncertainty,
hence there is a possibility that changes in circumstances will alter expectations, which may impact the amount of deferred
tax assets and deferred tax liabilities recognised on the statement of financial position and the amount of other tax losses
and temporary differences not yet recognised. In such circumstances, some or all of the carrying amounts of recognised
deferred tax assets and liabilities may require adjustment, resulting in a corresponding credit or charge to the statement of
comprehensive income.

(ii)  Significant accounting estimates and assumptions

Impairment of intangible assets and capitalised development costs

The Group determines whether intangible assets and capitalised development costs are impaired at least on an annual
basis. This requires an estimation of the recoverable amount of the cash-generating units, using a value in use discounted
cash flow methodology, to which the intangibles with indefinite useful lives are allocated.

Share-based payment transactions

The Group measures the cost of equity-settled transactions with employees by reference to the fair value of the equity
instruments at the date at which they are granted. The fair value is determined using the Hull White method using a
trinomial model, with the assumptions detailed in note 28. The accounting estimates and assumptions relating to equity-
settled share-based payments would have no impact on the carrying amounts of assets and liabilities within the next annual
reporting period but may impact expenses and equity.

Estimation of useful lives of assets
The estimation of the useful lives of assets has been based on historical experience as well as manufacturers' warranties

(for plant and equipment). In addition, the condition of the assets is assessed at least once per year and considered against
the remaining useful life. Adjustments to useful lives are made when considered necessary.
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6. Segment information

The Group has identified its operating segments based on the internal reports that are reviewed and used by the executive
management team (the chief operating decision makers) is assessing performance and determining the allocation of
resources.

The operating segments are identified by management based on the country of origin. The Group operates in two
geographical segments, Australia and United States of America.

Transfer prices between geographical segments are set on an arm’s length basis in a manner similar to transactions with
third parties. Segment revenue, segment expense and segment result include transfers between business segments. Those
transfers are eliminated on consolidation.

The Group has a number of customers and distributors to which it supplies products and services. Of these one distributor

accounted for 9% (2010: 16.8%) of external revenue whilst the largest customer was in the mining sector and accounted for
35% of external revenue (2010: 12.4%).
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6. Segment information (continued)
(a) Geographical segments

The Group’s geographical segments are determined based on the location of the Group’s assets.

The following table presents revenue, expenditure and certain asset information regarding geographical segments for the

years ended 30 June 2011 and 30 June 2010.

Australia United States Total
FOR THE YEAR ENDED 30 JUNE 2011 AS AS AS
Revenue
Sales to external customers 7,024,749 - 7,024,749
Inter-segment sales - - -
Total Segment Revenue 7,024,749 7,024,749
Inter-segment elimination
Total Consolidated Revenue 7,024,749
Result
Segment results (2,205,408) 30,457 (2,174,951)
Profit / (loss) before income tax (2,205,408) 30,457 (2,174,951)
Income tax expense - - -
Net profit / (loss) for the year (2,205,483) 30,457 (2,174,951)
Assets and Liabilities
Segment Assets 4,529,393 32,643 4,562,036
Total Assets 4,529,393 32,643 4,562,036
Segment Liabilities 1,883,456 4,098 1,887,554
Net Assets 2,645,937 28,545 2,674,482
Other Segment Information
Capital expenditure 266,344 - (266,344)
Deferred grant income - net off against impairment - - -
Depreciation and amortisation 142,435 2,114 144,549
Impairment losses - - -
Cash Flow Information
Net cash flow from operating activities (1,601,105) (388,719) (1,989,824)
Net cash flow from investing activities (236,953) (29,391) (266,344)

Net cash flow from financing activities
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6. Segment information (continued)
Australia United States Total

FOR THE YEAR ENDED 30 JUNE 2010 AS AS AS
Revenue
Sales to external customers 4,245,850 - 4,245,850
Inter-segment sales - - -
Total Segment Revenue 4,245,850 - 4,245,850
Inter-segment elimination -
Total Consolidated Revenue 4,245,850
Result
Segment results (1,266,208) (503,631) (1,769,839)
Profit / (loss) before income tax 1,266,208 (503,631) (1,769,839)
Income tax expense - - -
Net profit / (loss) for the year (1,226,208) (503,631) (1,769,839)
Assets and Liabilities
Segment Assets 7,244,148 (958,171) 6,285,977
Total Assets 7,244,148 (958,171) 6,285,977
Segment Liabilities 1,439,415 12,373 1,451,788
Net Assets 5,804,733 (970.544) 4,834,189
Other Segment Information
Capital expenditure 110,790 - (110,790)
Deferred grant income - net off against impairment - - -
Depreciation and amortisation 126,353 126,353
Impairment losses - - -
Cash Flow Information
Net cash flow from operating activities (1,276,730) (404,403) (1,681,133)
Net cash flow from investing activities (110,790) - (110,790)
Net cash flow from financing activities 4,623,705 394,006 5,017,711
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6. Segment information (continued)
(b) Segment revenue based on customer location

Revenue from external customers by geographical locations is detailed below. Revenue is attributed to geographical
location based on the location of the customer.

Consolidated

FOR THE YEAR ENDED 30 JUNE 2011 AS

Australia 585,640
United States 4,827,064
Other foreign countries 1,612,045

Total revenue 7,024,749

(c) Segment revenue based on business units

Revenue from external customers by business units is detailed below. Business units reflect the group’s major product
streams.
Consolidated

2011 2010

AS AS
DSS 4,300,715 1,132,148
FacelAB 2,239,588 2,612,864
faceAPI 484,446 432,660
Other product and services revenue = 68,178
Total revenue 7,024,749 4,245,850

7. Other Income
Consolidated

2011 2010
FOR THE YEAR ENDED 30 JUNE 2011 AS AS
Government grants - 160,907
Interest earned 88,063 32,377
Other 49,126 29,898

137,189 223,182
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8. Expenses

Consolidated

2011 2010
FOR THE YEAR ENDED 30 JUNE 2011 AS AS
(a) Other expenses
Net loss on foreign exchange 442,078 66,239
Total 442,078 66,239
(b) Depreciation, impairment and amortisation

expense

Depreciation 103,563 91,687
Impairment of capitalised development costs - -
Amortisation of intangible assets included in cost of sales 40,986 34,326
Total 144,549 126,013
(c) Employee benefits expense
Wages and salaries 4,149,539 2,867,558
Share-based payment expense (126,522) 40,606
Total 4,023,017 2,908,164
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9.

Income tax

Consolidated

2011 2010

FOR THE YEAR ENDED 30 JUNE 2011 AS AS
(a) Income tax expense
The major components of income tax expense are:
Current income tax
Current income tax charge (677,783) (501,009)
Adjustments in respect of current income tax of previous years (181,045)
Taxation loss not recognised 858,828 501,009
Deferred income tax
Relating to the origination and reversal of timing differences (374,980) 46.198
Temporary differences not recognised 374,980 (46,198)
Total - -
(b) Numerical reconciliation between aggregate tax expense

recognised in the statement of comprehensive income

calculated per the statutory income tax rate
A reconciliation between tax expense and the product of the
accounting profit before income tax multiplied by the
Group's applicable income tax rate is as follows:
Total accounting profit / (loss) before income tax (2,174,951) (1,769,839)
At the parents entity's statutory income tax rate of 30% (2009: 30%) (652,485) (530,952)
Research and development deduction (107,237) -
Entertainment 646 250
Share based payments (equity settled) (42,261) (16,505)
Legal Fees - -
R&D - -
Recognition/de-recognition of temporary differences 122,336 46.198
De-recognition of current year tax losses 858,828 501,009
Foreign tax rate adjustment 1,218 -
Adjustments in respect of current income tax of previous years (181,045) -

Total
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9. Income Tax (continued)

Consolidated

Statement of Financial Position

2011 2010
FOR THE YEAR ENDED 30 JUNE 2011 AS AS
(c) Deferred income tax at 30 June relates to the
following:
(i) Deferred tax liabilities
Interest receivable 4,256 1,383
Accelerated depreciation: plant and equipment 9,975 1,155
Intangible assets 45,237 48,750
Prepayments 288 8,827
Gross deferred tax liabilities 59,756 60,115
Set-off deferred tax assets (59,756) (60,115)

Net deferred tax liabilities

Consolidated

Statement of Financial Position

FOR THE YEAR ENDED 30 JUNE 2011 Note 2011 2010

(ii) Deferred tax assets

Equity raising costs 71,918 -
62,611 -

Unrealised FX

Provision for Doubtful Debts 14,399 -

Accrued expenses 117,080 72,547

Provisions:

Annual Leave 101,468 16,554

Long Service Leave 67,260 17,214

Gross deferred tax assets 434,736 106,315

Set-off deferred tax liabilities (59,756) (60,115)

Net deferred tax balance not brought to account (374,980) (46,200)

Tax losses 4,312,411 3,729,593

Losses not recognised (4,312,411) (3,729,593)

Net deferred tax asset
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9. Income Tax (continued)

(d) Unrecognised temporary differences

At 30 June 2011 Seeing Machines Limited (entity) has unrecognised temporary differences in relation to unbooked tax
losses of $14,363,315 (DTA of $4,312,411) for which no deferred tax asset has been recognised on the statement of
financial position (2010: Unrecognised tax losses of $12,431,977 and DTA of $3,729,593). These losses are available for
recoupment subject to satisfaction of relevant statutory tests. As at 30 June 2011 there are unrecognised deductible
temporary differences of $1,249,387 (DTA of $374,980) for which no deferred tax asset has been recognised on the
statement of financial position (2010: unrecognised deductible temporary differences $154,000 and DTA of $46,200).

10. Dividends paid and proposed
No dividends or distributions have been made to members during the year ended 30 June 2011 and no dividends or
distributions have been recommended or declared by the directors in respect of the year ended 30 June 2011.

11. Earnings per share

The following reflects the income used in the basic and diluted earnings per share computations:

(a) Earnings used in calculating earnings per share
Consolidated

2011 2010
AS AS
For basic and diluted earnings per share:
Net (Loss) Profit (2,174,951) (1,769,839)
Net (Loss) Profit attributable to ordinary (2,174,951) (1,769,839)
equity holders of the company
11. Earnings per share (continued)
(b) Weighted average number of shares
2011 2010
FOR THE YEAR ENDED 30 JUNE 2011 Note Number Number
Weighted average number of ordinary shares for basic earnings 408,908,546 333,203,990
per share
Effect of dilution:
Share options - -
Weighted average number of ordinary shares adjusted for effect 408,908,546 333,203,990

of dilution

There are no instruments (eg share options) excluded from the calculation of diluted earnings per share that could
potentially dilute basic earnings per share in the future because they are un-dilutive for either of the periods presented.

There have been no transactions involving ordinary shares or potential ordinary shares outstanding between the reporting
date and the date of completion of these financial statements.

(c) Information on the classification of securities
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Options granted to employees (including KMP) as described in note 28 are considered to be potential ordinary shares and
have been included in the determination of diluted earnings per share to the extent that they are dilutive. These shares
have not been included in the determination of basic earnings per share.

12. Parent Entity Information

2011 2010

FOR THE YEAR ENDED 30 JUNE 2011 A$ A$
Information relating to Seeing Machines Limited

Current assets 3,728,032 5,568,918
Total assets 4,529,566 6,273,779
Current liabilities 1,723,702 1,337,861
Total liabilities 1,883,455 1,439,415
Issued capital 14,813,612 14,664,487
Accumulated losses (12,815,760) (10,610,352)
Share based payment reserve 648,259 780,229
Total shareholders’ equity 2,646,111 4,834,364
Loss of the parent entity (2,205,408) (2,236,577)
Total comprehensive income of the parent entity (2,205,408) (2,236,577)
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13. Current Assets — Cash and Cash Equivalents

Consolidated

2011 2010
AS
Cash at bank and in hand 1,534,436 3,836,390
Short-term deposits 114,350 68,564
1,648,786 3,904,954
Reconciliation to Cash Flow Statement
For the purpose of the Cash Flow Statement, cash
and cash equivalents comprise the following at 30 June:
Cash at bank and in hand 1,534,436 3,836,390
Short-term deposits 114,350 68,564
1,648,786 3,904,954

The short term deposits include an amount of $64,350 held as security by the bank against a guarantee for lease rental and

is not available for use by the group.

14. Current Assets — Trade and Other Receivables

Consolidated

2011 2010

A$ A$
Trade receivables 1,545,183 1,023,907
Provision for doubtful debts (47,995) -
1,497,228 1,023,907
Other receivables 43,902 282,555
Interest receivable 14,185 9,973
1,555,315 1,316,435

(a) Allowances for impairment loss

Trade receivables are non-interest bearing and are generally 30-60 days terms. A provision for impairment loss is
recognised when there is objective evidence that an individual trade receivable is impaired. An impairment loss of $31,660

(2010: $nil) has been recognised by the Group.

At 30 June 2011, the ageing analysis of trade receivables is as follows:

0-30 31-60 31-60 61-90 91+ 91+
Total days days days days days days

* * *
FOR THE YEAR ENDED 30 JUNE 2011 Not due Not due PDNI PDNI PDNI PDI
2011 Consolidated 1,545,183 784,952 45,175 10,452 241,049 415,650 47,995
2010 Consolidated 1,023,907 700,190 - 102,559 133,760 87,398 -

Receivables past due but not considered impaired are: Consolidated $683,396 (2010: $323,717). Payment terms on these

amounts have not been re-negotiated. Direct contact has been made with relevant debtors and satisfaction has been
gained that payment will be received in full. Receivables past due and impaired are $47,995 (2010: $nil).

Other balances within trade and other receivables do not contain impaired assets and are not past due. It is expected that

other balances will be received when due.
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14. Current Assets — Trade and Other Receivables (continued)

(b) Fair value and credit risk
Due to the short term nature of these receivables, their carrying value is assumed to approximate their fair value.

The maximum exposure to credit risk is the fair value of receivables. Collateral is not held as security, nor is it the Group’s
policy to transfer (on-sell) receivables to special purpose entities.

(c) Foreign exchange risk

Detail regarding foreign exchange risk exposure is disclosed in note 4.

15. Current Assets - Inventories
Consolidated

2011 2010

AS A$

Raw materials 275,906 310,446
Finished goods 56,246 18,616
Total 332,152 329,062

(a) Inventory expense
Inventories recognised as an expense for the year ended 30 June 2011 totaled $1,682,859 (2010: $753,464) for the Group.
This expense has been included in the cost of sales line item as a cost of inventories.

16. Other Current Assets
Consolidated

2011 2010

AS AS

Prepayments 199,341 30,839
Total 199,341 30,839
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17. Non-current Assets — Property, Plant and Equipment

(a) Reconciliation of carrying amounts at the beginning and end of the year
Office  Research and
Furniture, Development
Fittingsand  Software and
Equipment Equipment Total
CONSOLIDATED AS AS AS
At 1 July 2010 net of accumulated depreciation and
impairment 214,204 12,831 227,035
Additions 187,651 47,777 235,428
Depreciation charge for the year (86,672) (16,891) (103,563)
At 30 June 2011 net of accumulated depreciation and
impairment 315,183 43,717 358.900
At 30 June 2011
Cost 959,115 211,534 1,170,649
Accumulated depreciation and impairment (643,932) (167,813) (811,749)
Net carrying amount 315,813 43,717 358,900
Office  Research and
Furniture, Development
Fittings and  Software and
Equipment Equipment Total
CONSOLIDATED AS AS AS
At 1 July 2009 net of accumulated depreciation and
impairment 290,600 11,949 302,549
Additions 7,356 8,817 16,173
Depreciation charge for the year (83,752) (7,935) (91,687)
At 30 June 2010 net of accumulated depreciation and
impairment 214,204 12,831 227,035
At 30 June 2010
Cost 771,464 163,757 935,221
Accumulated depreciation and impairment (557,260) (150,926) (708,186)
Net carrying amount 214,204 12,831 227,035
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18. Non-current Assets — Intangible Assets and Development Costs

(a) Reconciliation of carrying amounts at the beginning and end of the year

Patents,
Development Licences and
Costs Trademarks Total
CONSOLIDATED AS AS AS
At 1 July 2010 net of accumulated amortisation and impairment - 477,652 477,652
Additions - 30,916 30,916
Amortisation - (40,986) (40,986)
At 30 June 2011 net of accumulated amortisation and impairment - 467,582 467,582
At 30 June 2011
Cost - 697,921 697,921
Accumulated amortisation and impairment - (230,339) (230,339)
Net carrying amount - 467,582 467,582
Patents,
Development Licences and
Costs Trademarks Total
CONSOLIDATED AS AS AS
At 1 July 2009 net of accumulated amortisation and impairment - 417,361 417,361
Additions - 94,617 94,617
Amortisation - (34,326) (34,326)
At 30 June 2010 net of accumulated amortisation and impairment - 477,652 477,652
At 30 June 2010
Cost - 667,005 667,005
Accumulated amortisation and impairment - (189,353) (189,353)
Net carrying amount - 477,652 477,652

(b) Description of Group’s intangible assets

(i) Development costs

Development costs are carried at cost less accumulated amortisation and accumulated impairment losses. Development
costs represent costs incurred in the development phase of internal projects to bring the Group’s products to sale. This
intangible asset has been assessed as having a finite useful life and is amortised over a period of five years. Amortisation

commences once the product is available for sale and future economic benefits from development can arise. If an

impairment indication arises, the recoverable amount is estimated and an impairment loss is recognised to the extent that

the recoverable amount is lower than the carrying amount.
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18. Non-current Assets — Intangible Assets and Development Costs (continued)

(i) Patents, licenses and trademarks

Patents, licences and trademarks have been acquired and are carried at cost. These intangible assets have been
determined to have useful lives between 4 and 20 years and are amortised using the straight line method over the relevant
period. Patents, licences and trademarks are subject to impairment testing on an annual basis or whenever there is an
indication of impairment.

(c) Impairment losses recognised
(i) Continuing operations
No impairment losses were recognised in the year to 30 June 2011.

19. Current Liabilities — Trade and Other Payables
Consolidated

2011 2010

AS A$

Trade payables 524,804 473,477
Other payables 800,867 559,582
Total 1,325,671 1,033,059

(a) Fair value
Due to the short term nature of these payables, their carrying value is assumed to approximate their fair value.

(b) Foreign exchange, interest rate and liquidity risk

Information regarding foreign exchange, interest rate and liquidity risk exposure is set out in Note 4.

20. Current Liabilities — Provisions
Consolidated

2011 2010

AS AS

Annual Leave 337,682 240,744
Long service leave 64,447 76,431
Total 402,129 317,175

(a) Nature and timing of provisions
Refer to Note 3(0) for the relevant accounting policy and a discussion of the significant estimations and assumptions
applied in the measurement of the provisions.

21. Non-current Liabilities — Provisions
Consolidated

2011 2010

AS A$

Long service leave 159,754 101,554
Total 159,754 101,554

(a) Nature and timing of provisions
Refer to note 3(0) for the relevant accounting policy and a discussion of the significant estimations and assumptions applied
in the measurement of the provision.
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22. Non-current Liabilities — Government Grants
Consolidated
2011 2010
FOR THE YEAR ENDED 30 JUNE 2011 AS AS

Current liabilities
Research and development grants - -
Total government grants deferred - -

(a) Movements in government grants
Consolidated
2011 2010
AS AS

At 1 July 2010 - -
Received during the year - -
Released to the statement of

comprehensive income — net off against

amortisation - -
Released to the statement of

comprehensive income —net off against

impairment - -
At 30 June 2011 - -

Government grants “Released to the statement of comprehensive income — net off against impairment” has been
recognised in the statement of comprehensive income in the line “Deferred Grant Income — net off against impairment.”
On receipt, the government grants were utilised to generate Capitalised development costs. The Capitalised development
costs have been impaired in the current year and consistent with the Group’s policy the government grants have been
matched to that cost by releasing to the statement of comprehensive income.

(b) Nature of grants received
The government grants recognised in the accounts are Australian federal government grants including Commercial Ready
Grant, Biotechnology Innovation fund and R&D Start Grant.

Under the terms of each of the grant agreements the Group must use its best endeavours to exploit the results of the
project on normal commercial terms in a manner that will be for the benefit of the Australian economy within a reasonable
time of completion of the project. The Group must not deal with or grant or create any encumbrance over its interest in
the project intellectual property without the prior written consent of the department administering the grant. Obligations
under the grant agreement continue for five years following completion. The company must provide reports to the
government on commercialisation activities one year, two years and five years after the project’s completion.

The accounting policies in relation to government grants received by the Group have been disclosed in note 3(t).
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23. Contributed Equity
Consolidated

2011 2010

FOR THE YEAR ENDED 30 JUNE 2011 AS AS
Ordinary shares 14,813,612 14,664,487
14,813,612 14,664,487

Consolidated

2011 2010

(a) Ordinary shares

Issued and fully paid 408,908,546 405,814,407

Fully paid shares carry one vote per share and carry the right to dividends.

Shares AS

At 1 July 2009 312,164,929 9,646,776
Share issue 93,649,478 5,417,255
Transaction costs - (399,544)
At 1 July 2010 405,814,407 14,664,487
Share issue 3,094,139 149,125
Transaction costs

At 30 June 2011 408,908,546 14,813,612

24. Retained Earnings and Reserves

(a) Movements in Retained earnings and reserves
Refer to the Statement of Changes in Equity for movements in retained earnings (accumulated losses) and other reserves.

(b) Nature and purpose of reserves

Foreign currency translation reserve

The foreign currency translation reserve is used to record exchange differences arising from the translation of the financial
statements of foreign subsidiaries.

Employee equity benefits reserve
The employee equity benefits reserve is used to record the value of share based payments provided to employees,
including KMP, as part of their remuneration. Refer to note 28 for further details of the plan.

Cash flow hedge reserve

This reserve records the portion of the gain or loss on a hedging instrument in a cash flow hedge that is determined to be
an effective hedge.
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25. Cash Flow Statement Reconciliation

Consolidated

2011 2010
FOR THE YEAR ENDED 30 JUNE 2011 AS AS
(a) Reconciliation of net profit / (loss) after tax
to net cash flows from operations
Net profit / (loss) (2,174,950) (1,769,839)
Depreciation 103,563 91,687
Amortisation 40,986 34,326
Net loss on foreign exchange 188,194 (113,847)
Share-based payments (126,522) 41,897
Doubtful Debts Expense 47,995 -
Changes in assets / liabilities
(Increase) / decrease in inventories (3,090) (69,333)
(Increase) / decrease in trade and other receivables (138,841) (315,875)
(Increase) / decrease in other assets (168,502) (252,010)
(Increase) / decrease in prepayments - 14,133
(Decrease) / increase in provisions 143,154 112,556
(Decrease) / increase in trade and other payables 198,190 545,172
Net cash (used in ) / from operating activities (1,989,824) (1,681,133)

26. Related Party Disclosure

(a) Subsidiary
The consolidated financial statements include the financial statements Seeing Machines Limited and subsidiary details as
follows:

Country of % Equity Interest Investment (AS)
Name Incorporation 2011 2010 2011 2010
Seeing Machines Incorporated United States 100% 100% 770,307 174

Seeing Machines Incorporated was incorporated in Delaware, United States on 21 April 2008.
(b) Key management personnel

Details relating to key management personnel, including remuneration paid are included in note 27.
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26. Related Party Disclosure (continued)

(c) Transactions with related parties
Seeing Machines Limited (the parent entity) has converted an intercompany loan in its subsidiary, Seeing Machines Inc. To
equity as per note 26 above. Seeing Machines Limited has paid Seeing Machines Inc. an amount of $308,109 for provision

of services. The services include consultancy and agency commission and transactions were made at arm’s length at

normal market price and on commercial terms.

(d) Director-related transactions
(i) Shareholdings of Directors

Shares in Seeing Machines Limited

Balance Granted as On Exercise Net change Balance
30 June 2011 01 July 10 Remuneration of options other 30June 11
Directors
J F Muir - 125,786 - - 125,786
N Cerneaz’ 1,467,332 581,712 - - 2,049,114
D Gaul® 1,834,800 186,148 - - 2,020,948
W Mobbs® 400,704 393,081 - - 793,785
R Sale* 5,115,112 372,296 - - 5,487,808
T Victor 50,088 186,148 - - 236,236
A Zelinsky 21,448,632 - - - 21,448,632
Total 30,317,068 1,845,241 - - 32,169,309

Balance Granted as On Exercise Net change Balance
30 June 2010 01 July 09 Remuneration of options other 30June 10
Directors
J F Muir - - - -
N Cerneaz’ 1,467,332 - - 1,467,332
D Gaul? 1,834,800 - - 1,834,800
W Mobbs? 400,704 - - 400,704
R Sale’ 5,115,512 - - 5,115,512
T Victor 50,088 - - 50,088
A Zelinsky 21,448,632 - - 21,448,632
Total 30,317,068 - - 30,317,068

Notes

1. N Cerneaz holds 1,467,332 shares through Cenika Pty Limited ATF Cenika Super fund and 581,712 shares in his own name.
2. D Gaul holds 2,020,948 shares through Jaiclimb Pty Limited.

3. W Mobbs holds shares in the name of William Mobbs ATF The Bilbo Super fund.

4

Rob Sale’s shares are 2,494,143 shares held in the name of Caffe Pty Ltd ATF the R C Sale Superannuation Fund and 2,621,369 shares
held by Rob’s wife Paula Kay Sale and 372,296 held in his own name.
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26. Related Party Disclosure (continued)

(ii) Option holdings of Directors

Balance Granted as Balance Vested and Vested and Not
30 June 2011 01 July 11 Remuneration 30 June 11 Exercisable Exercisable
Directors
Total - - - -

Balance Granted as Balance Vested and Vested and Not
30 June 2010 01 July 10 Remuneration 30 June 10 Exercisable Exercisable
Directors
Total - -

No other director has been granted or holds options.

(iii) Other Director related transactions

All transactions with director-related entities were made under normal commercial terms and conditions.

27. Key management personnel

(a) Details of Key Management Personnel

(ii) Directors

William Mobbs Chairman

Rob Sale Deputy Chairman

Nicholas Cerneaz Chief Executive — Resigned — 1 July 2011
David Gaul Director (non-executive)

James Fulton Muir, AO
Trent Victor
Alexander Zelinsky

Director (non-executive) — Retired 16 February 2011
Director (non-executive)
Director (non-executive)

(iii) Executives

Belinda Burgess
Nick Langdale-Smith
Jochen Heinzmann
Tim Edwards
Sebastian Rougeaux
John Capehart

Operations Manager

Sales and Marketing Director
DSS Product Manager
Principal Engineer

Principal Research Scientist
VP DSS Sales

James Fulton Muir retired from his position of Director (non-executive) on 16 February 2011. Nicholas Cerneaz resigned
from his position as a Director of Seeing Machines at the completion of his CEO contract on 1 July 2011. There were no
other changes to the KMP after reporting date and the date the financial report was authorised for issue.
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27. Key management personnel (continued)
(b) Compensation for Key Management Personnel

Consolidated

2011 2010

AS AS

Short-term employee benefits 1,492,778 1,343,605
Post-employment benefits 241,000 82,571
Termination benefits - -
Share-based payments 208,625 105,213
Total 1,942,403 1,531,389

28. Share-based payment plans

(a) Recognised share-based payment expenses
The expense recognised for employee services received during the year is shown in the table below:
Consolidated

2011 2010
AS AS
Expense arising from equity-settled
share-based payment transactions (126,522) 41,897
Total expense arising from share-based
payment transactions (126,522) 41,897
(b) Type of share-based payment plan

Employee Share Option Scheme (ESOS)
Eligible employees are invited to participate in the ESOS from time to time. The exercise price for each option is equal to
the market value of the shares on the date of the invitation to apply for Options.

Most of the options on issue at the end of the year ended 30 June 2005 were under the previous ESOS (old ESOS) which
remains active. Under this scheme options vest in tranches based on the completion of one year, two years and three years
service with no performance criteria.

Options were also granted to the CEO and the Operations Manager, vested in tranches on the completion of one, two and
three years of service and additionally based on the success of the IPO (SM ESOS). These options were issued under the old
ESOS, with vesting conditions as noted.

Further, options granted to ANU researchers vest on the basis of project milestones and these options were not issued
under an ESOS scheme (ANU ESQOS).

No further options have been granted under the old ESOS, SM ESOS or ANU ESOS during the year.

A further scheme (new ESOS) was implemented on 28 June 2006 and options granted under this scheme are included in the
total of options outstanding as at the date of the report. These options were granted on, or after, 1 July 2006. The basis of
this plan is that:
e  Options are granted with an exercise price equal to, or greater than, the market value of the shares at grant
date;
e 50% of options vest after 18 months and the remaining 50% after 3 years
e  50%-100% of options are subject to performance hurdles based on company financial performance.
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28. Share-based payment plans (continued)

(b) Type of share-based payment plan (continued)

Employee Share Option Scheme (ESOS) (continued)

The contractual life of options granted under the old ESOS, the SM ESOS and ANU ESOS varies with all options expiring on
30 June 2010 and under the new ESOS the life is seven years. There are no cash settlement alternatives for the schemes.

There were no options granted, under new ESOS, in the year to 30 June.

(c) Summaries of options granted under ESOS

2011 2011 2010 2010

FOR THE YEAR ENDED 30 JUNE 2011 No. WAEP (cents) No. WAEP (cents)
Outstanding at the beginning of the year 6,510,592 - 25,732,553

Granted during the year - - -

Forfeited during the year (5,895,177) - (1,585,361)

Exercised during the year - - -

Expired during the year - (17,636,600)

Outstanding at the end of the year 615,415 8.44 6,510,592 7.011
Exercisable at the end of the year 615,415 678,118

The outstanding balance at the end of the year is represented by:
e 615,415 options over ordinary shares with an exercise price of 8.44 cents each, exercisable upon meeting the
above conditions (new ESOS) and until 1 July 2013;

(d) Weighted average remaining contractual life
The weighted average remaining contractual life for share options outstanding at 30 June 2011 is 2 years (2010: 5.1years).

(e) Range of exercise price
The exercise price for all options outstanding at 30 June 2011 was 8.44 cents (2010: 6.49 cents - 8.44 cents).

(f) Weighted average fair value

There were no options granted during the year. The weighted average fair value of options granted during the 2010 year
was 3.18 cents.

(g) Option pricing model: ESOS

The fair value of the equity-settled share options granted under the new ESOS is estimated as at the grant date using the
Hull White method using a trinomial lattice model taking into account the terms and conditions upon which the options
were granted.
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28. Share-based payment plans (continued)
(g) Option pricing model: ESOS (continued)

The following table lists the inputs to the model used for the year ended 30 June 2009 the last year in which options were
issued:

Grant 5 January

2009
Share price at grant date (cents) 3.70
Option exercise price (cents) 6.49
Risk free interest rate (%) 2.00
Expected life of option (years) 6.9
Dividend yield (%) 0
Exercise multiple 2.2
Volatility (%) 215

The effects of early exercise have been incorporated into the calculations by using an expected life for the option that is
shorter than the contractual life based on expected exercise behaviour, which is not necessarily indicative of exercise
patterns that may occur in the future. The expected volatility was determined using AIM indices for similar industries. The
expected volatility therefore reflects the assumption that the chosen industry volatilities will be similar to that of Seeing
Machines Limited, which may also not necessarily be the actual outcome.

29. Commitments

(i) Leasing commitments

Operating lease commitments — Group as lessee

The Group has 3 operating leases on property in Australia. Two of these leases were entered into in the financial year. One

has a remaining term less than a year and will not been renewed. The second has a term of 2 years.

Future minimum rental payments under non-cancellable operating leases as at 30 June are as follows:

Consolidated

2011 2010

A$ AS

Within one year 337,355 318,540
After one year but not more than five

years 453,744 736,037

Total 791,099 1,054,577

Finance leases and hire purchase commitments — Group as lessee
The Group has no finance leases or hire purchase commitments for items of property, plant and equipment.

30. Contingencies

(i) Government Grant related contingencies
Unfulfilled conditions relating to government grants
The Group has unfulfilled conditions attaching to government grants — refer note 22 for details of conditions.

31. Events after the reporting date

Subsequent to the end of the financial year the Company has finalized a number of contracts and orders for the Dss™
Product Suite that will provide a strong base of revenue in FY2012 and beyond.
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32. Auditor’s remuneration

The auditor of Seeing Machines Limited is Ernst & Young.

Consolidated

2011 2010
AS AS
Amounts received or due and receivable
by Ernst & Young (Australia) for:
e Anaudit or review of the financial 74,160 65,650
report of the entity and any other
entity in the consolidated group
e  Other services in relation to the
entity and any other entity in the
consolidated group:
- Tax compliance 31,665 11,810
105,825 77,460
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Directors’ Declaration

In accordance with a resolution of the directors of Seeing Machines Limited, | state that:
1. Inthe opinion of the directors:

(a) The financial statements and notes of the consolidated entity 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

(ii)  Complying with Accounting Standards and Corporations Regulations 2001.

(b) The financial statements and notes comply with the international financial reporting standards as disclosed in note
3 (a); and

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

2. This declaration has been made after receiving the declarations required to be made to the directors in accordance with

section 295A of the Corporations Regulations 2001 for the financial year ending 30 June 2011.

On behalf of the Board

Chairman

Canberra, 17 October 2011
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Independent auditor's report to the members of Seeing Machines Limited

Report on the financial report

We have audited the accompanying financial report of Seeing Machines Limited, which comprises the
consolidated statement of financial position as at 30 June 2011, the consolidated statement of
comprehensive income, the consolidated statement of changes in equity and the consolidated statement
of cash flows for the year then ended, notes comprising a summary of significant accounting policies and
other explanatory information, 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 of the financial report that gives a true
and fair view in accordance with Australian Accounting Standards and the Corporations Act 2001 and for
such internal controls as the directors determine are necessary to enable the preparation of the financial
report that is free from material misstatement, whether due to fraud or error. In Note 3(a), the directors
also state, in accordance with Accounting Standard AASB 101 Presentation of Financial Statements, that
the financial statements comply with International Financial Reporting Standards.

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, Those standards require that we comply with
relevant ethical requirements relating to audit engagements and plan and perform the audit to obtain
reasonable assurance about 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 judgment, 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 controls 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 controls. 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.

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

Independence

In conducting our audit we have complied with the independence requirements of the Corporations Act
2001. We have given to the directors of the company a written Auditor's Independence Declaration.

o0 Liability limited by a scheme approved

under Professionial Standards Legislation
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Opinion

In our opinion:

a. the financial report of Seeing Machines 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 2011
and of its performance for the year ended on that date: and

it complying with Australian Accounting Standards and the Corporations Regulations 2001;
and

b. the financial report also complies with International Financial Reporting Standards as disclosed in
Note 3(a).

2@ A Jk—a

Ernst & Young

Z‘“‘"" i

James Palmer
Partner
Canberra

17 October 2011
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