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CHAIRMAN’S STATEMENT
Introduction

The last Chairman’s Statement, 1ssued on 31 December 2009, covered key business and corporate
events throughout the six month period ended 30th June 2009 These accounts relate to the perod
ending 30" June 2010

Financia) Results
The accounts for the period to 30th June 2010 show an operating loss of £63,042

Loan Notes and Company Finance

On 28 July 2009, the Company executed a secured convertible loan note instrument creating 220,000
£1 secured convertible loan notes (the "Loan Notes"), of which the full amount was subscribed The
principal terms of the instrument creating Loan Notes intended that they were convertible into
Ordinary Shares at the request of the holder of the Loan Notes at a conversion price of £0 10 (the
“Conversion Pnce”) At the same time, the Company entered into an option agreement with GIS (the
“GIS Option Agreement’) whereby GIS were entitled to purchase a further 220,000 £1 secured
convertible foan notes on the same terms at anytime during the penod of eighteen months from the
date of the GIS Option Agreement

On 10 November 2009, the Company recewed notice (the "First Conversion Notice") from certain
holders of the Loan Notes requiring that £30,000 principal of the Loan Notes be converted Into
300,000 Ordinary Shares (the "First Conversion Shares") The Fist Conversion Shares were
admitted to trading on AIM on 19 November 2009

On 20 November 2009, the Company received a second conversion notice from certain holders of the
Loan Notes requinng that an additonal £30,000 pnncipal of the Loan Notes be converted into a
further 300,000 ordinary shares, agan at a conversion prce of £0 10 per share (the “Second
Conversion Shares”) The Second Conversion Shares were admitted to trading on AIM on 26
November 2009

On 27 November 2009 the Company announced that in accordance with the terms of the GIS Option
Agreement, GIS had exercised its option to subscribe for a further 32,248 Loan Notes

On 13 January 2010, the Company received a third conversion notice from certain holders of Loan
Notes requinng the Company to convert an additional £20,573 pnncipal of the Loan Notes into a
further 205,734 Ordinary Shares (the “Third Conversion Shares”) The Third Conversion Shares
were admitted to trading on AIM on 20 January 2010

On 19 January 2010, the Company received a fourth conversion notice from the holder of the Loan
Notes requining the Company to convert a further £7,500 pnncipal of the Loan Notes to be converted
nto a further 75,000 ordinary shares (the "Fourth Conversion Shares”) The Fourth Conversion
Shares were placed with unconnected third parties and were admitted to trading on 25 January 2010
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On 1 March 2010 the Company received a notice from GIS that it wished to exercise its option
to subscribe for a further 86,254 Loan Notes The Consideration payable for the 1ssue of Loan Notes
had already been satisfied by the payment by GIS of debts owed by the Company

On 6 Apnl 2010, on behaif of the Company, the board announced that it had recewed a fifth
conversion notice from certain of the Loan Notes hotders requinng the Company to convert an
addiional £25,000 principal of the Loan Notes to be converted into a further 250,000 Ordinary Shares
(the “Fifth Conversion Shares®) The Fifth Conversion Shares were admitted to trading on AlM on 7
Apnl 2010

On 7 June 2010, the Company announced that it had recewved a sixth conversion notice from certain
holders of Loan Notes requinng the Company to convert an additional £161,000 of the outstanding
principal of the Loan Notes into a further 1,610,000 Ordinary Shares (the “Sixth Conversion Shares”)
The Sixth Conversion Shares were admitted to trading on 11 June 2010

On 21 June 2010 the Company announced that In accordance with the terms of the GIS Option
Agreement, GIS had exercised its option to subscrbe for a further 95,588 Loan Notes Foliowing this
subscnption, the remaining pnncipal amount of Loan Notes over which GIS holds an option to
purchase 1s £5,910 plus accrued nterest at a rate of 5% per annum

On 22 June 2010, the Company executed another secured convertible loan note instrument creating
1,000,000 £1 secured convertible loan notes (the "Second Loan Notes™), of which £300,000 have
been subscribed The principal terms of the instrument creating the Second Loan Notes include that
they were convertible at the request of the holder of the Loan Notes at a conversion pnce of £0 27 per
share or at a discount of 10% to the average market price based on the previous five day's trading
whichever 1s the lower (the “2010 Conversion Price”)

Business and Corporate Review

The Company held its annual general meeting on 3 August 2010 at which resolutions to consider
inter alia the following were proposed and duly passed adoption of new articles of association to take
account of recent changes 1n English company law, the adoption of a new investing policy, the
strategy of the Company going forward would be to seek surtable acquisition opportunities in the
environmental and energy sectors in the United Kingdom and to receive and adopt the Company’s
audited financial statements for the penod ending 30 June 2009

On 2 November 2009, the Company confimed it had entered into a Call Option Agreement (“Call
Option") with GlobalTech Marketing Limited (“GTM") on payment of a refundable deposit of £25,000
for the purchase from GTM of 74per cent of the issued share capital of Argosec Pty Limited (*Argo”)
The Company also confirmed that it did not intend to exercise the Call Option unless and until GTM
finalised sufficient long-term financing to enable Argo to establish sustanable commercial production
of the coal briquetting business and has recently determined not to exercise the option, as mentioned
n the arrcular dated 9 July 2010

G Saxton y
rman

Ch
12 F 2010




KleenAir Systems International Plc
Directors’ Report
For the year ended 30 June 2010

The directors present their annual report and audited financial statements for the year ended 30 June
2010

Principal Activities and Business Review

The principal activity of the company durng the period was that of a holdng company with
Investments in compames whose principal actwty was the development of vehicle emission reduction
devices

A general meeting on 3 August 2010 approved an Investment policy which the company has 12
months to implement

The company mthated a Company Voluntary Arrangement “CVA” process on 12 May 2009 which was
approved by creditors on 18 June 2009 and by members on 24 June 2008 Under the CVA, shares
will be 1ssued to satisfy all obligations in full and final settlement, which 1s ongoing

The business review is included 1n the charman’s statement on page 2
Summary of Key Performance fndicators

Since the company had no tumover, there are no performance indicators relative to réevenue and
gross margin

There was no significant capital expenditure in the penod
There are no non-financial performance indicators being used at present
Risk and Uncertainties

The main nsks and uncertainties that the company face are to find suitable acquisttion opporturities in
line with the company’s business development strategy

Results and Dividends

The resuits for the company for the pencd are as set out In the income statement on page 11 The
directors do not recommend the payment of a dividend

Directors and Other Interests

The following directors have held office since 1 July 2009

W V Reid OBE (Chairman) {Appointed 5 August 2009)
L Simons (resigned 3 August 2010)
P M Newell {resigned 21 July 2009)
A M Rentoul (resigned 21 July 2009)
G Saxton
R Hayim (appointed 26 February 2009)
(resigned 4 August 2009)
MV Lews {appointed 13 January 2009)

The interests of the directors who were 1n office as at 30 June 2010 in the shares of the company
were as follows

Ordinary shares of 1p each
L Simons 440*
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Directors’ Report
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*L Simons 1s the beneficial holder of shares held by KleenArr Systems Inc (300), Guideline Securihes
Inc (100) and Bramley Ltd (40)

Publication of Accounts on Company Website

Financial statements are published on the company’s website The maintenance and ntegrity of the
website 1s the responsibility of the directors The directors’ responsibility also extends to the financial
statements contained therein

Indemnity of Officers

The company may purchase and maintain, for any director or officer, msurance against any liability
and the company does maintain approprate insurance cover against legal action bought against its
directors and officers

Company’s Policy on Payment of Creditors
It 1s the company’s normal practice to make payments to supphers in accordance with agreed terms
provided that the supplier has performed in accordance with the relevant terms and conditions

Employee Involvement

The company places considerable value on the involvement of the employees and has continued to
keep them informed on matters affecting the company This is achieved through formal and informal
meetings

Going Concem

After making appropnate enquines, the directors consider that the company has adequate resources
to continue 1n operational existence for the foreseeable future For this reason they continue to adopt
the going concern basis in prepanng the financial statements

Financial Instruments

The principal financial nisks faced by the company are hquidity and credit nsk The company’s
financial instruments included vanable borrowings and cash which it used to finance its operations,
but it had no borrowings at the period end

The company has no significant concentrations of credit nsk

Directors' responsibilities
The directors are responsible for preparing the directors’ report and the financial statements N
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that
law the directors have, as requred by the AIM Rules of London Stock Exchange, elected to prepare
the company financial statements in accordance with International Financial Reporting Standards as
adopted for use in the European Umon Under company law the directors must not approve the
financial statements unless they are satisfied that they give a true and fair view of the state of affairs
of the company and of the profit or loss of the company for that period In preparing these financial
statements, the directors are required to

. select sutable accounting policies and then apply them consistently,

« make judgments and estimates that are reasonable and prudent,

. state whether the company financial statements have been prepared In accordance with IFRSs as
adopted by the European Union subject to any material departures disclosed and explained in the
financial statements,

« prepare the financial statements on the going concem basis unless it 1s inappropnate to presume
that the company will continue 1n business




KleenAir Systems International Plc
Directors’ Report
For the year ended 30 June 2010

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company’s transactions and disclose with reasonable accuracy at any tme the financial
position of the company and enable them to ensure that the financial statements comply with the
Companies Act 2006 They are also responsible for safeguarding the assets of the company and
hence for taking reasonable steps for the prevention and detection of fraud and other wregularties

Statement as to Disclosure of Information to Auditors

So far as the directors are aware, there is no relevant audit information (as defined by Section 418 of
the Compantes Act 2006) of which the company's auditors are unaware, and each director has taken
all the steps that he ought to have taken as a director in order to make himself aware of any relevant
audit information and to establish that the company’s auditors are aware of that mformatian

Re- appointment of auditor
In accordance with Section 406 of the Companies Act 2006 a resolution reappointing Jeffreys Henry
LLP as auditors is to be proposed at the forthcoming General Meeting

On behalf of the board

Director %
/9. ﬁ"ﬁ‘-s.a” 2010
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Corporate Governance
For the year ended 30 June 2010

The directors acknowledge the importance of the Pnnciples set out In The Combined Code 1ssued by
the Committee on Corporate Governance Ailthough the Combined Code 1s not compulsory for AIM
companies, the directors have applied the principles as far as practicable and appropriate for a
relatively small public company as follows

The Board of Directors

The Board 1s responsible for strategy and performance, approval of major capital projects and the
framework of nternal controls To enable the Board to discharge its duties, all Directors receive
appropnate and timely information All directors have access to the advice and services of the
Company Secretary, who 1s responsible for ensunng that Board procedures are followed and that
applicable rules and regulations are complied with

Audit Committee and Remuneration Committee

The Audit Committes and the Remuneration Commuttee consists of one non-executive Director and
one executive Director The Audit Committee recaives and reviews reports from management and
the company’s auditors relating to the annual and intenm accounts and the accounting and internal
contro! systems of the company The Audt Committee has unrestricted access to the group's
auditors

The Remuneration Commitiee reviews the performance of the executive drectors, sets their
remuneration, determines the payment of bonuses to executive directors and considers the allocation
of share options to directors and employees

Internal Financial Control

The Board is responsible for establishing and mantaining the group's system of internal financial
control and places importance on mantarung a strong control environment The key procedures
which the directors have estabhished with a view to providing effective internal financial control are as
follows

« The company's organisational structure has clear ines of responsibility

e The Board 1s responsible for identifying the major business nisks faced by the company and for
determining the appropriate courses of action to manage those nsks

« The Board is involved with structured operational reporting requirements

The directors recognise, however, that such a system of internal financial control can provide only
reasonable, not absolute, assurance aganst matenal misstatement or loss The directors have
reviewed the effectiveness of the system of internal financial control that will be operated by the
company

Service contracts
The directors have service contracts and letters of appointment, which require not less than 12
months' notice of termination

Model Code

The Company has adopted and will operate a share dealing code for directors and senior executives
on the same terms as the London Stock Exchange Model Code for companies whose shares have
been admited to AIM
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Relations with shareholders

Communications with shareholders are given high pnonty The Board uses the Annual General
Meeting to communicate with investors and welcomes ther participation The Charman ams to
ensure that the directors are available at Annual General Meetings to answer questions

Statement by Directors on Compliance with the Provisions of the Combined Code
The Board consider that they have comphed with the provisions of The Combined Code, as far as
practicable and appropnate for a public company of this size




Report of the Independent Auditors
To the Shareholders of KleenAir Systems International
Plc

We have audited the financial statements of KleenAir Systems Intemational PLC for the year ended
30 June 2010, which comprise statement of comprehensive income, statement of financial position,
statement of changes In equity, statement of cash flows, and the related notes on pages to 15 to 30
The financial reporting framework that has been applied in their preparation 13 applicable law and
International Financial Reporting Standards (IFRSs) as adopted by the European Union

This report 1s made solely to the Company’s members, as a body, In accordance with Section 496 of
the Companies Act 2006 Our audit work has been undertaken so that we might state to the
company’s members those matters we are required to state to them in an auditors’ report and for no
other purpose To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the company and the company’s members as a body, for our audit work, for this
report, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors’ Responsibilities set out on page 5, the directors
are responsible for the preparation of the financial statements and for being satisfied that they give a
true and farr view Our responsibility 1s to audit the financial statements in accordance with applicable
law and Intemational Standards on Auditing (UK and Ireland) Those standards require us to comply
with the Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from matenal
misstatement, whether caused by fraud or error This includes an assessment of whether the
accounting policies are appropnate to the company's circumstances and have been consistently
apphed and adequately disclosed, the reasonableness of significant accounting estimates made by
the directors, and the overall presentation of the financial statements

Qualified opinion on financial statements arising from limitation in audit scope

With respect to an amount of £200,000 included within administration expenses in the year to 30 June
2010, the audit evidence available to us was Iimited because the company was unable to supply any
supporting documentation to substantiate the nature of that expenditure We were unable to obtan
sufficient and appropnate audit evidence regarding the nature of this expenditure by using other audit
procedures

Except for the financial effects of such adjustments, if any, as might have been determined to be
necessary had we been able to satisfy ourselves as to the nature of that expenditure, 1n our opiMmon
the financial statements

« give a true and farr view of the state of the company’s affairs as at 30 June 2010 and of its loss
for the year then ended

. have been properly prepared in accordance with IFRSs as adopted by the European Union, and

e have been prepared in accordance with the requrements of the Companies Act 2006




Report of the Independent Auditors
To the Shareholders of KleenAir Systems International
Plc

Opinion on other matters prescribed by the Companies Act 2006

In our opinion

e the information given 1n the Directors’ Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception
In respect solely of the hmitation on our work relating to the expenditure of £200,000 described above

« We have not obtained all the information and explanations that we considered necessary for
the purpose of our audit and
s We were unable to determine whether adequate accounting records had been kept

We have nothing to report in respect of the following matters where the Companies Act 2006 requires
us to report to you If, in our opinion

- adequate accounting records have not been kept by the parent company, or retums adequate for
audit have not been received from branches not visited by us, or

- the company financial statements are not 1n agreement with the accounting records and retums, or

- certain disclosures of directors' remuneration specified by law are not made, or

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

AN
Sanjay Parmar

SENIOR STATUTORY AUDITOR
For and on behalf of Jeffreys Henry LLP, statutory auditor

Finsgate
5-7 Cranwood Strest
London

EC1V 9EE ( 3 Pl
United Kingdom Date L'P( Tty
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KleenAir Systems International Plc

Statement of Comprehensive Income
For the year ended 30 June 2010

Year to Nine months to
30 June 2010 30 June 2009

Notes £ £ £ £
Revenue 4 - -
Cost of sales - -
Gross profit - -
Admirustrative expenses 464,197 252,267
Exceptional items
Reduction in iabilities ansing from
company voluntary arrangements 7 (401,155) .

(63,042) ——  (252,267)

Operating loss 7 (63,042) (252,267)
Finance income 7 - 2
Loss before tax for the period
Tax 8 - -
Loss after tax for the period (63,042) (252,265)
Other comprehensive Income - -
Total comprehensive income (63,042) (252,265)
Total comprehensive income
Attributable to:-
Owners of the company (63,042) (252,265)
Loss per share — basic and diluted 9
Prior to exceptional items (48 42p) (62 94p)

After exceptional items (6 58p) (62 94p)

There is no difference between basic and dituted loss per share

11




KleenAir Systems International Plc

Statement of Financial Position
For the year ended 30 June 201 0

Notes
Assets
CURRENT ASSETS
Trade and other receivables 10
Cash and cash equivalents 11
CURRENT LIABILITIES
Trade and other payables 12
TOTAL ASSETS LESS CURRENT LIABILITIES
Non-current liabilities
CREDITORS Amounts falling due after more than one
year 13
SHAREHOLDERS' EQUITY
Called up share capital 14
Share premium account 15
Other reserve 15
Retained loss 15

TOTAL EQUITY

2010

4,495
300,000

304,495

(77,011)

7227484

(460,017)

(232,533)

e ———

428,390
3,030,353
86,891

(3,778,1867)

(232,533)

2009

355

3556

(448,920)

(448,565)

(448,565)

400,932

2,778,737
86,891

(3,715,125)

(448,565)

The financial statements were approved and authonsed for 1ssue by the Board of Directors on

12 PWU'HS)’ 2010 and were signed on its behalf by

A

Company Registration Number 05075088

Director
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KleenAir Systems International Plc

Statement of Changes in Equity

For the year ended 30 June 2010

Share Share Other

Capital Premium Reserve

£ £ £

At 1 July 2009 400,932 2,778,737 86,891
Movement on loans converted to

share 27,458 251,616 -

Loss after tax for the year - - -

At 30 June 2010 428,390 3,030,353 86,891

At 1 July 2008 277,954 2,761,555 86,891

Movement in shares issued 818 17,182 -

Loss after tax for the penod - - -

Conversion of ordinary to ‘B’ shares 122,120 - -

At 30 June 2009 400,932 2,778,737 86,891

Share capital 1s the amount subscribed for shares at norminal value.

Retained
Loss
£

(3,715,125)

(63,042)

(3,778,167)

(3,462,860)

(252,265)

(3.715,125)

—_———=

Share premium represents the excess of the amount subscribed for share capital over the nominal

value of the respective shares

Retained loss represents the cumulative loss of the company attnbutable to equity shareholders

13




KleenAir Systems International Plc

Statement of Cash Flow
For the year ended 30 June 2010

Notes Year to Nina months to
30 June 30 June
2010 2009
£ £
Cash Flows from Operating Activities
Cash consumed by operation (434,445) {19,511)
Net cash from operating activities {434,445) (19,511)
Cash flows from investing activities
Interest receved - 2
Net cash from activities {434,445) 2
Cash Flows from Financing
Net proceeds from issue of shares - 18,000
Issue of convertible loan notes 734,090 -
Net cash from financing 734,080 18,000
Net cash inflow/(outflow) 299,645 {1,509)
Cash and cash equivalent at beginning of period 355 1,864
Cash and cash equivalent at end of period 300,000 355
Notes to Cash Flow Statement
Loss m pernod ’ (63,042) (252,267)
(Increase)/decrease in receivables (4,494) 11,798
Increase/(decrease) In payables (366,909) 220,958

(434,445) (19,511)

14




KleenAir Systems International Plc

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 June 2010

1.

GENERAL INFORMATION

KleenAr Systems Intemnational Plc 1s a company incorporated in England & Wales The
company's shares are traded on AIM, a market operated by the London Stock Exchange The
company went into a CVA which was approved by the members on 24 June 2009 The address
of the registered office 1s disclosed on page 1 of the financial statements The pnincipal activities
of the company are descnbed In the directors’ report

ACCOUNTING POLICIES

2.1

Basis of preparation

These financial statements have been prepared in accordance with Intemational Financial
Reporting Standards and IFRIC interpretations issued by the International Accounting
Standards Board (IASB), as adopted by the Eurcpean Union, and with those parts of the
Companies Act 2006 applcable to companes reporting under IFRS  The financial
statements have been prepared under the historical cost convention

Going Concern
a) The directors belteve that the company s a gaing concern on the bastis that it has
entered Into a convertible secured loan note nstrument dated 22 June 2010 under which
Kleenarr may Issue up to £1 mithon secured convertible loan notes ("CLN") to Global
investment Strategy (UK} Limited

The instrument constituting the CLNs (the "Instrument”) provides that the CLNs will be
redeemed on 22 December 2012 or earlier in the event of a material breach by Kleenair of
any of the terms of the Instrument and carry a rate of 5% interest which accrues on a dally
basis and I1s payable in cash on redemption or a by the issue of new ordinary shares in
Kleenair on conversion

The CLNs may be converted into new ordinary shares of Kieenair at any time on notice
served by the noteholder in accordance with the terms of the instrument at a price of 27p
per share or at a discount of 10 per cent to the average market price based on the
previous five business days trading, whichever 1s lower

The purpose of this facility will enable KleenAir to have the ability to draw down funds
promptly when required to explore growth opportunities and for general working capital

Subsequently during the financial year under review, GIS has subscribed to convertible
loan notes totaling £300,000 and has placed £300,000 cash facilittes in escrow for the
benefit of the company, which 1s reflected on the statement of financiai position

b) Following the agreement entered with Argosec Pty Lid (Argosec) as announced on 8

September 2009, the company has entered, as the 3 November 2009, into a Call Option
Agreement ("Call Option” with Globaltech Marketing Limited (GlobalTech) for the
purchase from Global Tech of 74% of the 1ssued share capital of Argosec, and thereby
has further formalised and protected its relationship with Argosec  The balance of 26% of
the 1ssued share capital of Argosec I1s intended to be transferred to a South African Black
Economic Empowerment Entity on or pnor to exercise by the Company of the Call Option
A refundable deposit of £25,000 1s payable to GlobalTech for grant of the Call Option

15
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 June 2010

2. ACCOUNTING POLICIES (Continued...)

2.2 (Basis of preparation (continued...)

The company under no obligation to exercise the Call Option over the Argosec shares,
and does not currently intend to exercise the Call Option unless and until GlobalTech has
finaised sufficent long-term financing to enable Arogsec to establish sustamnable
commercial production of the coal briquetting business The long-stop date for exercise
of the Call Option 1s 31 December 2010

The consideration will be payable annually following the end of each of the 3 years
following the commencement of full time commercial production of coal bnquettes and
calculated as an amount equal to 74% of Argosec’s adjusted post-taxation earnings

The following new standards and amendments to standards are mandatory for the first
time for the financial year beginning 1 January 2009.

IAS 1 (revised), ‘Presentation of financial statements’ The revised standard prohibits the
presentation of items of income and expenses (that 1s ‘non-owner changes in equity’) n the
statement of changes mn equity, requinng ‘non-owner changes In equity’ to be presented
separately from owner changes in equity All ‘non-owner changes in equity’ are required to be
shown in & performance staterent

Enties can choose whether to present one performance statement (the statement of
comprehensive income) or two statements (the income statement and statement of
comprehensive income)

The Company has elected to present a single statement of comprehensive income

IFRS 8, ‘Operating segments’ IFRS 8 replaces 1AS 14, ‘Segment reporting’ It requires a
‘management approach’ under which segment information 1s presented on the same basis as
that used for internal reperting purposes

Operating segments are reported in a manner consistent with the internal reporting provided
to the chief operating decision-maker The chief operating decision-maker has been identified
as the executive commitiee that makes strategic decisions

» IFRS 2 (amendment), ‘Share-based payment’ (effective from 1 January 2009) [t deals
with vesting conditions and cancellations |t clanfies that vesting condihons are service
condiions and performance conditions only Other features of a share-based payment
are not vesting conditions These features would need to be included i the grant date fair
value for transactions with employees and others providing similar services, they would
not impact the number of awards expected to vest or valuation there of subsequent to
grant date All cancellations, whether by the entity or by other parties, should receive the
same accounting treatment The Company will apply IFRS 2 (amendment) from 1
January 2009, subject to endorsement by the EU 1t 1s not expected to have a matenal
impact on the Company’s financial statements

16



KleenAir Systems International Plc

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 June 2010

2. ACCOUNTING POLICIES {Conttnued...)

2.2 (Basis of preparation {continued...)

=

IERS 7 ‘Financial instruments — Disclosures’ (amendment) — effective 1 January 2009
The amendment requires enhanced disclosures about far value measurement and
fiquidity nsk In particular, the amendment requires disclosure of fair value measurements
by level of a far value measurement hierarchy As the change in accounting policy only
results in additional disclosures, there 1S nO IMpact on earmings per share

The following new standards, amendments to standards and interpretattons have been
issued, but are not effective for the financial year beginning 1 January 2009 and have nat
been early adopted

g

IFRS 3 (revised), ‘Business combinations’ and consequential amendments to IAS 27,
‘Consolidated and separate financial statements’, IAS 28, 'Investments In associates’ and
IAS 31, ‘Intergsts in jont ventures', effective prospectively to business combinations for
which the acquisition date 1s on or after the beginning of the first annual reporting period
beginmng on or after 1 July 2009 Management is assessing the impact of the new
requrements regarding acquisition accounting, consolidation and associates on the
group The company does not have any joint ventures

The revised standard continues to apply the acguisihton method to business
combinations, with some significant changes For example, ali payments to purchase a
business are to be recorded at fair value at the acquisition date, with contingent payments
classified as debt subsequently re-measured through the statement of comprehensive
income There 1s a choice on an acquisition-by-acquisition basis to measure the mnority
interest in the acquiree either at fair value or at the minonty interest's proportionate share
of the acquiree’s net assets All acquisition-related costs should be expensed The
Company will apply IFRS 3 (revised) to all business combinations from 1 January 2010

IAS 27 (revised), ‘Consolidated and separate financial statements’, (effective from 1 July
2009) The revised standard requires the effects of all transachons with non controlling
interests to be recorded n equity If there 1s no change In control and these transactions
will no longer resuit In goodwili or gains and losses The standard also specifies the
accounting when control 1s lost Any remaining interest in the entity 15 remeasured to far
value, and a gan or loss Is recognised in profit or foss The Company will apply 1AS 27
(revised) prospectively to transactions with non-controlling interests from 1 January 2010

(AS 38 (amendment), ‘Intangible Assets’ The amendment Is part of the IASB’s annual
improvements project published in April 2008 and the company will apply 1AS 38
{amendment) from the date IFRS 3 (revised) is adopted The amendment clanfies
guidance In measunng the far value of an intangible asset acquired 1IN a business
combination and it permits the grouping of intangible assets as a single asset if each
asset has simiar useful economic ives The amendment will not result in a matenal
impact on Company’s financial statements

FRIC 17, ‘Distnbutions of non-cash assets to owners’, effective for annual penods

beginning on or after 1 July 2009 This 1s not currently applicable to the Company, as it
has not made any non-cash distnbutions
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 June 2010

2. ACCOUNTING POLICIES (Continued...)

2.2 (Basis of preparation {continued...)

>

IFRIC 18, ‘Transfers of assets from customers’, effective for transfers of assets received
on or after 1 July 2009 This 1s not relevant to the Company, as it has not received any
assets from customers

The following new standards, amendments to standards and interpretations are mandatory
for the first time for the financial year beginning 1 January 2009, but are not currently relevant
for the Company

VVVVVYY

2.3

2,31

IAS 23 (amendment), ‘Borrowing costs’

IAS 32 (amendment), ‘Financial nstruments Presentationy

IFRIC 13, ‘Customer loyalty programmes’

IFRIC 15, ‘Agreements for the construction of real estate’

IFRIC 16, ‘Hedges of a net investment in a foreign operation’

IAS 39 (amendment), ‘Financial instruments Recognition and measurement’

Consolidation

Subsidiaries

Subsidiaries are all entittes over which KleenAir Systems International PLC has the power
to govern the financial and operating policies generally accompanying a shareholding of
more than one half of the voting nghts The existence and effect of potential voting rnights
that are currently exercisabte or convertible are considered when assessing whether the
Company controls another entity Subsidianies are fully consohdated from the date on
which control s transferred to KieenAr Systems International PLC They are de-
consolidated from the date that control ceases

The purchase method of accounting 1s used to account for the acquisition of subsidiaries
by the Company The cost of an acquisiion 1s measured as the fair value of the assets
given, equity instruments 1ssued and liabilities incurred or assumed at the date of
exchange, plus costs directly attnbutable to the acquisition Identfiable assets acquired
and liabilities and contingent habilities assumed in a business combination are measured
nitially at therr fair values at the acquisition date, irrespective of the extent of any minority
interest The excess of the cost of acquisition over the farr value of the Company’s share
of the identifiable net assets acquired I1s recorded as goodwill If the cost of acquisition 15
less than the farr value of the net assets of the subsidhary acqurred, the difference 1s
recognised directly in the income statement

Inter-company transactions, balances and unrealised gains on transactions between
Company companies are elminated Unreahsed losses are also ehmnated but
considered an impairment indicator of the asset transferred Accounting policies of
subsidianes have been changed or adjusted upon consolidation where necessary fo
ensure consistency with the policies adopted by the Company

The company has no subsidiaries at present
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2. ACCOUNTING POLICIES (Continued...)

2.3.2

233

234

Intangible assets

{a) Goodwill

Goodwill represents the excess of the cost of an acquisiion over the far value of
the Company's share of the net identfiable assets of the acquired subsidiary or
associate at the date of acquisiton Goodwill on acquisitions of subsidianes 1S
included in ‘intangible assets’ Goodwill on acquisitions of associates 15 included In
Tnvesiments 1N associates’ and s lested for impairment as part of the overall
palance Separately recognised goodwill 1s tested annually for imparment and
carned at cost less accumulated impairment losses Impawrment losses on goodwill
are not reversed Gains and losses on the disposal of an entity nclude the carrying
amount of goodwll refating to the entity sold

Goodwill 1s allocated to cash-generating units for the purpese of impairment testing
The allocation 1s made to those cash-generating units or Groups of cash-generating
units that are expected to benefit from the business combination 1n which the
goadwill arose The Company allocates goodwll to each business segment 1n each
country in which it operates

Impairment of non-financial assets

Assets that have an indefinite useful life, for example goodwill, are not subject to
amortisation and are tested annually for imparment Assets that are subject to
amortisation are reviewed for impairment whenever events or changes in circumstances
indicate that the camrying amount may not be recoverable An impairment loss IS
recognised for the amount by which the asset's carmrying amount exceeds its recoverable
amount The recoverable amount is the higher of an asset's farr 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 identfiable cash flows (cash-generating
units) Non-financial assets other than goodwill that suffered impairment are reviewed for
possible reversal of the iImpairment at each reporting date

Property, plant and equipment
Tangible non-current assets are stated at historical cost less depreciation Historical cost
includes expenditure that 1s directly attnbutable to the acquisition of the items

Subsequent costs are included in the assets carrying amount or recognised as a separate
asset, as appropnate, only when it 1s probable that future economic benefits associated
with the item will flow to the Company and the cost of the item can be measured relably
The carrying amount of the replaced part 1s derecognised  Ali other repairs and
maintenance are charged to the ncome statement duning the financial year in which they
are incurred Depreciaton 1s provided at rates calculated to wnte off the cost less
estimated residual value of each asset over its estimated useful life

The asset's residual values and useful economic lives are reviewed, and adjusted If
appropnate, at each balance sheet date An asset’s carrying amount 1S written down

immediately to its recoverable amount If the asset's carrying amount 1s greater than its
estimated recoverable value
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2. ACCOUNTING POLICIES (Continued...)

234

235

2.3.6

23.7

2.3.8

Property, plant and equipment (continued...)

Gains and losses on disposals are determined by comparing the proceeds with the
carrying amount and are recogrised within other (losses) or gans In the Income
statement When revalued assets are sold, the amounts included in other reserves are
transferred to retained earmngs

The company has no tangible non-current assets at present

Revenue recognition

Revenue compnses the fair value of the constderation received or recevable for the sale
of services 1n the ordinary course of the group's activities Revenue i1s shown net of value-
added tax, returns, rebates and discounts and after eliminating sales within the group

Taxation

The tax expense represents the sum of the tax currently payabie and deferred tax The
tax currently payable is based on the taxable profit for the year Taxable profit differed
from net profit as reported in the income statement because it excludes items of income
or expense that are taxable or deductible in other years and it further excludes items that
are never taxable or deductible The entity's liability for current tax is calcutated using tax
rates that have been enacted or substantively enacted by the balance sheet date

Deferred tax

Deferred income tax s provided in full, using the habiity method, on temporary
differences ansing between the tax bases of assets and liabilites and therr carrying
amounts In the financial statements However, the deferred income tax 1s not accounted
for 1f It anses from itial recogniton of an asset or liability in a transaction other than a
business combination that at the time of the transaction affects neither accounting nor
taxable profit or loss Deferred mcome tax i1s determined using tax rates (and laws) that
have been enacted or substantially enacted by the balance sheet date and are expected
to apply when the related deferred income tax asset 1s realised or the deferred income
tax hability 1s settied

Deferred income tax assets are recognised to the extent that it 18 probable that future
taxable profit will be avallable against which the temporary differences can be utiised

Operating leases

Assets held under finance leases are initially recognised as assets of the Company at
therr farr value at the inception of the lease or, If lower, at the present value of the
minimum lease payments The corresponding hability to the lessor IS included n the
statement of financial position as a finance lease obligation Lease payments are treated
as reduction of the lease obligation on the remaining balance of the habihty Fmance
expenses are recognised immediately in profit or loss, unless they are directly attributable
to qualifying assets, in which case they are capitalised in accordance with the Company's
general policy on borrowing costs (see below) Contingent rentals are recognised as
expenses in the periods in which they are incurred

Rental leases in which a significant portion of the nsks and rewards of ownership are
retained by the lessor are classified as operating leases Payments made under
operating leases (net of any incentives received from the lessor) are charged to the
income statement
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2. ACCOUNTING POLICIES (continued)

2.3.9

2.3.10

2311

2.3.12

2,313

2.3.14

Segment reporting

The Company has adopted IFRS 8 Operating Segments with effect from 1 January 2009
IFRS 8 requires operating segments to be identified on the basis of internal reports about
components of the Company that are regularly reviewed by the chief operating decision
maker in order to allocate resources to the segments and to assess their performance In
contrast, the predecessor Standard (IAS 14 Segment Reporting) required an entity to
identify two sets of segments (business and geographical), using a nsks and returns
approach, with the entity’s ‘system of intemal financial reporting to key management
personnel’ serving only as the starting point for the dentfication of such segments
Following the adoption of IFRS 8, the identification of the Group’s reportable segments
has not changed (See details in Note 5)

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held on call with banks, other
short-term highly hiquid mvestments with onginal maturites of three months or less, and
bank overdrafts Bank overdrafts are shown within borrowings in current labiibes on the
balance sheet

Trade receivables

Trade receivables are recognised inhiaily at fair value and subsequently measured at
amortised cost using the effective interest method, less provision for mpairment A
provision for impairment Is established when there ts objective evidence that the Group
will not be able to collect all amounts due according to the onginal terms of the
recewvables Significant financial difficulties of the debtor, probabiiity that the debtor will
enter bankruptcy or financial reorganisation and default or delinquency In payments 1S
considered dicators that the trade receivable 1s impaired

Trade payables
Trade payables are recognised intially at far value and subsequently measured at
amortised cost using the effective interest method

Borrowings

Borrowings are recognised mitially at far value, net of transaction costs incurred
Borrowings are subseguently stated at amortised cost, any difference between the
proceeds (net of transaction costs) and the redemption value 1s recognised in the income
statement over the year of the borrowings using the effective interest method

Borrowings are classified as curent habilities unless the Company has an unconditional
right to defer settiement of the hiability for at feast 12 months after the balance sheet date

Financial Instruments
Non-denvative financial nstruments comprise nvestments 1IN equity and debt securities,
trade and other receivables, cash and cash equivalents, loans and borrowings, and trade
and other payables

Non-denvative financial instruments are recognised nally at far value plus, for
instruments not at far value through profit or loss, any directly attnbutable transactions
costs, except as descnbed below Subsequent to imtial recogrnition non-denvative financial
instruments are measured as descnbed below
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2. ACCOUNTING POLICIES (continued)

2.3.14

2.3.15

2.3.16

2317

2.3.18

Financial Instruments

A financial instrument 1s recognised when the Company becomes a party to the contractual
provisions of the mnstrument Financial assets are derecognised f the Company’s
contractual nghts to the cash flows from the financial assets expire or if the Company
transfers the financial assets to another party without retaining control or substantially all
risks and rewards of the asset Regular way purchases and sales of financial assets are
accounted for at trade date, 1e the date that the Company commits itseff to purchase or
sell the asset Financial liabiliies are derecognised if the Company’s obligations specified
in the contract expire or are discharged or cancelled

Fair values
The camying amounts of the financial assets and habilties such as cash and cash
equivalents, receivables and payables of the Company st the balance sheet date
approximated therr far values, due to relatively short term nature of these financial
instruments

Share-based compensation

The farr value of the employees, directors and suppliers services received in exchange
for the grant of the options and warrants are recognised as an expense The total amount
to be expensed over the vesting year 1s determined by reference to the fair value of the
options granted, excluding the impact of any non-market vesting conditons (for example,
profitability and sales growth targets) Non-market vesting conditions are included in
assumptions about the number of options that are expected to vest At each balance
sheet date, the entity revises its estimates of the number of options that are expected to
vest [t recognises the impact of the revision to onginal estimates, if ariy, it the ncome
statement, with a corresponding adjustment to equity

The proceeds received net of any directly attnibutable transaction costs are credited to
share capttal (nominal value) and share premum when the options and warrants are
exercised

Share capital
Ordinary shares are classified as equity

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

Cntical accounting estimates and judgements

The preparation of financial statements requires the Company to make estimates and
assumptions that affect the appiication of policies and reported amounts Estimates and
judgements are continually evaluated and are based on histencal expenence and other
factors including expectations of future events that are believed to be reasonable under
the circumstances Actual results may differ from these estmates The estimates and
assumptions which have a significant risk of causing a matenial adjustment to the carrying
amount of assets and liabilities are discussed beiow

(a) Impairment of intangibles (other than goodwill)
intangible assets are reviewed for impairment if events or changes in circumstances
indicate that the carrying amount may not be recoverable When a review for
impairment 1s conducted, the recoverable amount Is determined based on value in
use calculations prepared on the basis of management's assumptions and estimates
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2. ACCOUNTING POLICIES (continued)

2.3.18 Critical accounting estimates and judgements

(b) Depreciation of property, plant and equipment
Depreciation 1s provided so as to write down the assets to their residual values over
their estimated useful lives as set out above The selection of these residual values
and estimated lives requires the exercise of management judgement

(c) Share-based compensation
The fair value of options and warrants are determined by reference to the fair value
of the options granted, excluding the impact of any non-market vesting conditions (for
example, profitabiity and sales growth targets) Non-market vesting conditions are
included In assumptions about the number of options that are expected to vest At
each balance sheet date, the entity revises its estimates of the number of options
that are expected to vest It recognises the impact of the revision to ongmnal
estimates, if any, in the ncome statement, with a corresponding adjustment to equity

FINANCIAL INSTRUMENTS

General objectives, policies and processes

The Board has overall responsibility for the determination of the Company’s risk management
objectives and policies and, whilst retaiming ultimate responsibility for them, 1t has delegated the
authonty for designing and operating processes that ensure the effective implementation of the
objectives and policies to the Company’s finance function The Board receves regular reports
from the Company Financial Controller through which it reviews the effectiveness of the
processes put in place and the appropnateness of the objectives and policies it sets

The Company is exposed through its operations to the following financial nsks

«  Liquiddy nsk,
= Credit nsk,
« Cash flow interest rate nsk, and

The overall objective of the Board 1s to set policies that seek to reduce nsk as far as possible
without unduly affecting the Company’'s competitiveness and flexibiity There have been no
substantive changes in the Company’s exposure to financial instrument risks, its objectives,
policies and processes for managing those nsks or the methods used to measure them from
previous penods unless otherwise stated in this note Further details regarding these policies
are set out below

Principal financial instruments

The principal financial instruments used by the Company, from which financial instrument nsk
arises are as follows

» Trade and other recaivables

« Cash and cash equivalents

* Trade and other payables

Liquidity risk

The Company’s policy I1s to ensure that it will always have sufficient cash to allow it to meet its
fiabilthes when they become due To achieve this aim, it seeks to mantain readity availlable
cash balances to meet expected requirements for a pencd of at least 60 days The Company
current has no long term borrowings are all in the form of convertible loan notes
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Liquidity nsk {continued...)

Rolling cash forecasts identifying the liquidity requirements of the Company are produced
frequently These are reviewed regularly by management and the board to ensure that sufficient
financial headroom exists for at least a twelve month period

4. Revenue

There was no income earned during the perod No segmental analysis I1s required

5 Employees Yearto Penod to
30 June 30 June

2010 2009

£ £

The average number of staff employed by the company during
the financial penod amounted to

Executive directors 2 2
Non-executive directors 2 4
Other employees - -
4 6
The aggregate payroll cost of the other employees were
Year to Period to
30 June 30 June
2010 2008
£ £
Wages and salarnes - -
6. Directors
Remuneration In respect of directors was as follows -
Year to Period to
30 June 30 June
2010 2009
£ £
Fees 10,000 -
Termination of service agreement 10,000 -

No options were granted to any director of KleenAwr Systems International Plc dunng the penod
(2009 nil)

L Simons was paid £10,000 in respect of the termination of his service agreement
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7. Operating Loss Year to Period to
30 June 30 June
2010 2009
£ £
Loss on ordinary activities before taxation 1s stated
after charging
Auditors' remuneration In respect of audit services 7,050 10,400

Exceptional Income

Reduction in liabilities of the company on settlement under the
Company Voluntary Arrangements 401,155 -

8 Taxation
Due to the losses in the penod, no corporation tax hability has arisen
Factors affecting current tax charge

The tax assessed on the loss on ordinary activities for the penod 1s different from the standard rate
of corporation tax in the UK of 21% (2009-21%)

Year to Period to
30 June 30 June
2010 2009
£ £
Loss on ordinary activities before taxation (63,042) (252,265)
Loss on ordinary activities by rate of tax (13,239) (52,976)
Other tax adjustments 13,239 52,976

Total current tax _ _

The Company has excess management excass of £1,101,000 {2009 £716,000) to carry forward,
capital loss of £150,000 (2009-£150,000) and excess capital allowances of £

78,000 (2009-£78,000) to carry forward No deferred tax asset has been provided on any of them
due to uncertainty of recovery

9. Loss per Share

Loss per ordinary share has been calculated using the weighted average number of shares in
issue dunng the relevant financial penods The calculations of both basis and diluted earmngs
per share for the year are based upon a loss after tax before exceptional income of £464,197 and
after exceptional income £63,042 (2009 loss of £252,265)

The weighted number of equity shares used in the basic and diluted calculahon 15 958,698 (2009
400,806)

As the potential ordinary shares to be 1ssued are deemed anti-dilutive, for the purpose of the
dilution they have been excluded from the calculation of the weighted number of shares
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10.

1.

Trade and Other Receivables

Other receivables
Prepayments and accrued income

Cash and Cash Equivalent

Cash held in escrow for the benefit of the company
Prepayments and accrued income

12 Trade and Other Payables

13.

Trade payables
Accruals and deferred income
Other payables

Financial Liabilities Borrowings

At 1 July 2009

Issued In the year

Converted to ordinary shares of £0 01
At 30 June 2010

Wholly repayable within five years
Maturity Analysis

Within one year
In more than two years but not more than five years
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30 June 30 June
2010 2009

£ £

4,495 -
4,495 -
30 June 30 June
2010 2009

£ £
300,000 -
30 June 30 June
2010 2009

£ £
11,566 -
35,578 448,920
29 467 -
77011 448,920
30 June 30 June
2010 2009

£ £
734,080 -
{274,073) -
460,017 -
460,017 -
160,017 -
300,000 -
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14.

Financial Liabilities Borrowings (Continued...)

On 18 March 2010, under the secured loan note agreement dated 29 July 2008 pursuant to a
loan note instrument dated 29 July 2008, Global lnvestment Strategy (UK) Lid ("GIS") exercised
an ootion to subscribe for a further 86 254 GBP1 convertible loan notes ("CLNs"} of the Company

The subscnption for the further CLNs was made in satisfaction of debts owed by the Company
totaling £78,413 and 1s inclusive of 10 per cent commission payable to GIS

On 21 June 2010, under the secured loan note agreement dated 29 July 2009, GIS exercised an
option to subscribe for a further £95,588 CLNs of the Company

The subscription for the further convertible loan notes was made in satisfaction of debls owed by
the company totalling £86,898 44 and 1s inclusive of 10 per cent commussion payable to GIS

On 30 June 2010, further to the creation of a convertible secured loan note Instrument dated 22
June 2010 under which Kleenair may issue up to £1 mudlion secured convertible loan notes
("CLN"} to Global Investment Strategy (UK) Limited ("GIS"), GIS purchased £300,000 worth of
CLNs

SHARE CAPITAL
Year to Period to
30 June 30 June
2010 2009
£ £
Authonsed
150,185,574 (2009 - 87,788,000) ordinary shares of £0 01 1,501,856 877,880
122,120 (2009 - 12,212,000) ‘B’ ordinary shares of £0 01 1,221 122,120
400,932 deferred shares of £0 99 396,923 -
1,900,000 1,000,000
Issued and fully paid
3,024,546 (2009 - 27,881,242) ordinary shares of £0 01 30,246 278,812
122,120 (2008 - 12,212,000) “B” ordinary shares of £0 01 1,221 122,120
400,932 deferred shares of £0 99 396,923 -
428,390 400,932

‘B' ordinary shares

At a general meeting held on 24 June 2010, the company created new B ordinary shares by re-
designating 12,212,000 ordinary shares into 12,212,000 new B ordinary shares, the nghts
attaching to them are set out In a new Article 3 of the company’s existing articles of association

The B ordinary shares are credited as fully pad and rank pan passu in all respects with the
ordinary shares, save that the holder or holders of B ordinary shares shall not have the nght to
attend and vote at general meeting of the company (save In respect of resolutions to vary the
nghts attaching to the B ordinary shares) and have the option to convert therr interests in B
ordinary shares at any time, and from time to time into ordinary shares on a 1 for 1 basis
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14. Sharae Capital (Continued...}

Re-organisation of authonsed and issued share capital
At a general meeting of the company held on 21 August 2010, the followming changes were
approved to the company’s share capital

a)

Increase in the authonsed share capital

The authonised share capital was increased from £1,000,000 to £1,900,000

b)

Capital re-organisation

The effect of the capital re-organisation was to consolidate every 100 existing ordinary shares
Into 1 new ordinary share and 1 deferred Share The capital re-organisation consisted of the
following steps

1) The company’s new authorised share capital was consolidated into ordinary shares of
nominal value £1 each as a result of the 1ssued ordinary shares of 1p each and B
ordinary shares of 1p each being consolidated into ordinary shares of £1 B ordinary
shares of £1, respectively, on the basis of 1 ordinary share of £1 for each ordinary shares
of 1p,

c) Capital re-organisation

(n

1) Each of the issued ordinary shares of nominal value of £1 ansing by reasen of (1) above
was then sub-divided into one new ordinary share of 1 penny and one deferred share of
99p, and

m) Each of the 1ssued B ordinary shares of nominal value £1 ansing by reason of (i) above
was sub-divided into one new ordinary Share of 99p each

The new ordinary shares replaced the existing ordinary shares under the newly approved
company's articles of association

The provisions 1n relation to the deferred shares are also contained n the company’s articles
of association

The deferred shares have very limited nghts and are effectively valueless The deferred
Shares have no voting nghts, and have no rights as to dividends and only very hrmted nghts
on a return of capital They are not freely transferable

The new ordinary shares and new B ordinary shares have the same rights as those currently
accrung to the existing respective ordinary shares under the company's articles of
association, including those 1n respect of voting and entitiement to ordinary shares will not be
affected

on 19™ August 2009, 5,000 new ordinary shares of 1p each were issued to the supervisor of
CVA
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14. Share Capital {Continued...)

(n) Conversion of loan notes dunng the year.

Number

13 November 2009 300,000
20 November 2009 300,000
14 January 2010 205,734
19 January 2010 75,000
12 January 2010 250,000
7 June 2010 1,610,000
At 30 June 2010 2,740,734

15. Equity Reserves

Share premium Other Profit and loss

account reserves account

£ £ £
At 1 July 2009 2,778,737 86,891 (3,715,125)
On conversion of loan notes 251,616 - -
Loss for the year - - (63,042)
At 30 June 2010 3,030,353 86,891 (3,778,167)

Reconciliation of movements in shareholders ,
Funds and Reserves Profit or
Equity Loss

Instruments income Total

£ £ £
At 1 July 2009 3,266,560 (3,715,125) (448,585)
Increase in share capital 279,074 - 279,074
Loss for the year - (63,042) (63,042)
At 30 June 2010 3,545,634 (3,778,167) (232,533)

16. Financial Commitment
Capital commitment

There was no capital expenditure that had been contracted for at the balance sheet date but not
yet incurred

17. Contingent Liabilities |

The company has no contingent liabilities
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18.

19.

20.

21,

22,

Ultimate Controlling Party

In the opinion of the directars, there 1s no controlling party at the balance sheet date

Financial Instruments

The company has no significant dernvatives or financial nstruments other than bank accounts
held with vanable rates of interest Where n the future the directors perceive exposure to
financial nisk regarding financial instruments, they will seek to obtain appropnate hedging
instruments to lmit the group's exposure to such nsks

Currency Exposure

The company has minimal business transactions In foreign currencies and therefore incurs
minimal transactions nsk  If commercially viable such nsk will be hedged in the future

The company does not hold monetary assets in foreign currency

The company had no open foreign exchange contracts at the balance sheet date

Related Party Transactions

At the year end, the outstanding loan amount due to Bramley Limited was £nif (2009 - £Nil)

During the year, the company wrote off an amount of £l - (2009 - £27,296) from a loan to its
subsidiary, KieenAir Systems Limited which went into hquidation on 17 March 2009

No other transactions with related parties such as those which are required to be disclosed under
international Financial Reporting Standard 24 ‘Related Party Disclosures’ occurred

Post Balance Sheet Events

There have been no events after the balance sheet date which require disclosures in the financial
statements
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