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REVIEW OF OPERATIONS AND FUTURE DEVELOPMENTS
Overview
Magnetica continues to make progress in the global MRI technology industry.
Magnetica has completed the 2013/14 financial year with significant milestones achieved with our MRI technology and
progress made in development of our business in China, counter balanced by some difficulties with our
Commercialisation Australia project and some disappointing news from General Electric, namely that they intend
phasing out sales of their MR 430 orthopaedic MRI system which contains our 1.5T orthopaedic magnet.
However we can see positives from both these outcomes as below.
Progress with the commercialisation of the 3T extremity magnet
Our commercialisation partner Alltech Medical Systems in China (Alltech) has fallen into difficult financial circumstances
due to the capital intensive nature of developing a greenfield whole body MRI manufacturing business, caused in part by
their own success and significant growth in MRI system demand in China. Unfortunately this has effectively delayed our
commercialisation project for the past six months, with Alltech choosing to defer all product development projects,
including our 3T extremity project, until they can undertake a capital raising to provide sufficient funds to restart their
development projects. So, we are looking at alternate methods of progressing the 3T commercialisation project.
This delay, together with some useful technical observations by Alltech concerning the manufacturing efficiency has
enabled us to further optimize the 3T Beta magnet design for commercial manufacture, and that design is now complete.
This means, when a suitable commercialisation partner and strategy is found and agreements reached (which may still
be Alltech) this project can progress quickly.
The company’s alpha 3T orthopaedic prototype magnet and its RF and gradient coil sub-system using Magnetica’s
patented asymmetric proprietary design approach will now be returned to Brisbane. We will complete the development
work necessary to produce clinical images as final proof of concept and establish the system at our Eagle Farm facility
for developmental, research and promotional activities.
Once a commercialization partner is decided on, this product is ready for commercial trials, and there is interest in the
USA to trial a 3T orthopaedic system in radiology practices.
Magnetica has now successfully applied for an extension to the Federal Commercialisation Australia grant to fund
commercialisation of the new 3T magnet system. The grant funding will now be available until 30 June 2015.
Our 1.5T Orthopaedic product
JASTEC royalty payments to Magnetica continued, albeit at a low volume this year in light of GE’s decision to phase
their MR 430 1.5T system out. This was disappointing news for Magnetica, with an installed base of over 220 systems
globally, and a good reputation for the 1.5T system with specialists.
Jastec managed the GE relationship, and GE’s decision has not been explained satisfactorily. The sales volume may
have been too small for a huge systems provider like GE, and/or the increasing requirement for 3T imaging quality by
orthopaedic specialists may have been a factor. If the latter, the case for our optimized 3T extremity product is even
stronger, but we remain of the view that the market established by GE for the 1.5T system will remain viable with the
right partner.
Our New Head Scanner Magnet
The Magnet engineering team continued work on one of our longer term projects which utilises all the company’s
experience and developed knowledge in MRI superconducting extremity magnet engineering design. We believe our
‘Head Scanner’ product is now ready to prototype. The team have designed a versatile multipurpose 3T magnet that will
suit a variety of applications including head, neck and neurological, orthopaedic extremities, and neonatal/paediatric
imaging.
The MRI industry has been looking for a solution for a compact magnet such as we have designed, and if successfully
prototyped we believe it will be a truly disruptive product. The ‘head scanner’ magnet, will cater for 50% of all imaging
procedures with greatly reduced system cost, increased patient comfort, reduction in claustrophobia, and reliable
targeted 3T images. We intend to move forward with the project and construct a prototype magnet. We have the
capability to do this on our own now, and will own 100% of the Intellectual Property.
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DIRECTORS’ REPORT
Your directors present their report for the year ended 30 June 2014.
DIRECTORS
The following persons were directors of Magnetica Limited during the financial year and up to the date of this report:
Howard Stack
Philip Dubois
Charles Ho
Justin Schaffer
Andrew Davis (resigned 16 July 2013)
Howard Stack
BA LLB
(Non-Executive Chairman, Member of Audit & Risk Committee)
Mr Stack is a leading professional corporate director with significant experience in high growth corporations.
He previously has served amongst others as a Director of Eastern Corporation Limited (2006 to July 2007; Chairman
March-July 2007), Australian National Industries (1987-1997) and Data #3 Limited (Chairman from 1997 until September
2000); as Chairman of Southern Cross Pumps and Irrigation (1996-1997); Voxson Limited as Chairman (1999-2003);
and Waratah Coal Inc (2009). He presently serves as Chairman of ASX Listed Redflow Limited.
Mr Stack had a long and highly successful career as a partner in the Brisbane based commercial law firm Feez Ruthning
from 1969, and was its Managing Partner from 1992 until its merger with Allen Allen and Hemsley in 1996. He retired
from Allens in 2001.
In the community he has been Chairman of Brisbane Grammar School Board of Trustees since 1991, and served as a
Director of Queensland Events Corporation (1996-1998).
Dr Philip Dubois
MBBS FRCR FRACR FAICD (Radiologist)
(Non-Executive Director, Member of Audit & Risk Committee)
Dr Dubois is the Chairman and CEO of Queensland X-Ray and is a Director of ASX Listed Sonic Healthcare Ltd. He is
the Chairman of the Sonic Imaging Executive and is a member of their Risk Management Committee. He is a neuroradiologist and nuclear imaging specialist having spent ten years in academic radiology in the United States. He is the
author of over fifty scientific publications and has been an invited speaker at many national and international
conferences in the field of diagnostic radiology.
Dr Dubois is currently an Associate Professor of Radiology at the University of Queensland Medical School. He has
represented his profession on numerous government and craft group committees. He is currently a Vice-President of
the Australian Diagnostic Imaging Association (ADIA), a Councillor and the National Radiology Craft Group
Representative of the Australian Medical Association (AMA).
Dr Charles P Ho
MD PhD (Radiologist)
(Non-Executive Director)
Dr Ho is Co-Medical Director of National Orthopaedic Imaging Associates (NOIA) with imaging centres located in
California, Washington and Colorado. He has served as Regional Medical Advisor to the USA/VISA Decathlon Team
and currently serves on the Medical Advisory Board of the Steadman Hawkins Sports Medicine Foundation. He and the
other NOIA doctors are radiologic consultants to a number of high-profile sports organisations, including the San
Francisco 49ers, San Francisco Giants, US Ski Team, Cleveland Indians and the Denver Broncos.
Dr Ho has published over 150 Articles, many of them relating to the application of MRI and has previously worked with
MRI systems developers assisting them in specification and proto-type testing.
He is a resident of the United States, a graduate of MIT with a BS and MS in Electrical Engineering from MIT. He has a
Ph D in electrical engineering and an MD from Stanford University, and underwent his radiology training at University of
California, San Diego.
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DIRECTORS’ REPORT (CONTINUED)
Justin Schaffer
BA(Econ) MBA (Tulane, USA)
(Non-Executive Director)
Justin Schaffer joined the Magnetica Board as a Non-Executive Director in July 2008.
Mr Schaffer has a great depth of business experience internationally, as a Chairman, Executive Director and CEO of
numerous large organisations. He is also very familiar with technology start-ups and has founded and run a number of
successful high-tech companies.
Early in his career, as a shareholder and CEO he built Duropenta Plastics to become the largest plastics manufacturer in
South Africa, with 500 employees and 12,000 tons per annum production. He sold this business to AECI Ltd, a listed
public company associated with ICI plc. He remained as CEO under contract and set up a Joint Venture with French and
Israeli partners to establish a Drip Irrigation business in Spain and the U.S.A.
At the request of AECI Chairman, Harry Oppenheimer, who was also Chairman of DeBeers & Anglo American Corp., Mr
Schaffer became CEO of South African Nylon Spinners Ltd. Within three years this company had been turned around to
be the largest producer of nylon and polyester yarns, fibres and PET polymer in the southern hemisphere and one of the
most profitable synthetic fibre businesses in the world. The workforce was reduced from 5,000 to 3,500. Investments
were made in new Japanese-sourced technology to develop export markets for specialised technologically difficult niche
products (e.g. tyre cord, conveyor belt, parachute cord and PET polymer for bottles).
Later in his career Mr Schaffer ran and re-structured the Frame Group, reducing the workforce from 25,000 to 18,000 in
two years and restoring profitability.
In 1993 Justin and four partners started a new venture, Tracker Network Ltd, a stolen vehicle recovery business using
technology from LoJack Corp., USA, a NASDAQ-listed company. Justin and the four partners served as founding,
operating Directors. This Company now employs 800 people with sales revenues exceeding A$500million p.a. After
establishment, the founding partners sold 50% of Tracker to a subsidiary of the Rembrandt Group in South Africa,
installed professional management and continued to serve as non-executive directors.
Mr Schaffer uses his wealth of knowledge and experience to invest and act as Non-Executive Director in a number of
high-tech start up companies in South East Queensland.
COMPANY SECRETARY
Stephen Denaro CA
BA, Grad Dip (Corporate Governance), CA, MAICD
Stephen has extensive experience in mergers and acquisitions, business valuations, accountancy services, and income
tax compliance gained from positions as Company Secretary and Chief Financial Officer of various public companies,
and with major chartered accountancy firms in Australia and the United Kingdom. He provides Company Secretarial
services for a number of start up technology companies.
Stephen has a Bachelor of Business in Accountancy, Graduate Diploma in Applied Corporate Governance, and is a
member of the Institute of Chartered Accountants in Australia, and the Australian Institute of Company Directors.
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DIRECTORS’ REPORT (CONTINUED)
INTERESTS IN THE SHARES AND OPTIONS OF THE COMPANY
As at the date of this report, the interests of the directors in the shares and options of Magnetica Limited are shown in
the table below:
Director

Ordinary Shares

Unlisted options

1,000,000
828,125
333,305
5,000,000

-

Howard Stack
Philip Dubois
Charles Ho
Justin Schaffer
SHARE OPTIONS
Unissued shares

As at the date of this report (and at the end of the reporting period) there were 3,000,000 unissued ordinary shares
under options as detailed in Note 13 to the financial statements.
Shares issued as a result of the exercise of options
During the year ended 30 June 2014, and up to the date of this report, no shares were issued as a result of the exercise
of an option over unissued shares. However it is the Company’s intention to implement a Staff Share Option scheme in
the near future.
PROCEEDINGS ON BEHALF OF THE COMPANY
No person has applied to the Court under section 237 of the Corporations Act 2001 for leave to bring proceedings on
behalf of the Company or to 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 part of those proceedings. No proceedings have been brought or
intervened in on behalf of the Company with the leave of the Court under section 237 of the Corporations Act 2001.
CORPORATE INFORMATION
Corporate structure
Magnetica Limited is a company limited by shares which is incorporated and domiciled in Australia. Magnetica Limited
has prepared a consolidated financial report which consolidates its wholly owned subsidiaries NMR Holdings No. 1 Pty
Limited and NMR Holdings No. 2 Pty Limited.
Nature of operations and principal activities
The principal activities of the Company during the financial year were in design, development and commercialisation of
superconducting magnets and magnet systems aimed at niche and emerging global human magnetic resonance
imaging (MRI) markets.
Employees
As at 30 June 2014, the Company employed 3 full-time and 6 part-time employees (excluding the Directors and the
Company Secretary). The Company also engages external consultants, particularly for research and development work,
as required. The most important of these are from The University of Queensland’s Biomedical Engineering Group.
REVIEW OF FINANCIAL CONDITION
Capital structure
During the period to 30 June 2014 no new shares were issued.
Treasury policy
The Company does not have a formally established treasury function. The Board is responsible for managing the
Company’s currency risks and finance facilities. The Company does not currently undertake hedging of any kind.

Magnetica Limited & Controlled Entities

Annual Report 2014

8

DIRECTORS’ REPORT (CONTINUED)
OPERATING RESULTS
For the year ended 30 June 2014, the loss from ordinary activities for the consolidated entity after providing for income
tax was $214,868 (2013: $34,007).
DIVIDENDS PAID OR RECOMMENDED
There were no dividends paid or recommended during the financial year.
SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS
There were no significant changes in the state of affairs of the Group during the year.
FUTURE DEVELOPMENTS
Likely developments in the operations of the Group and the expected results of those operations in subsequent financial
years have been discussed under Review of Operations.
There are no further developments of which the Directors are aware which could be expected to affect the results of the
Company’s operations in subsequent financial years other than information which the Directors believe comment on or
disclosure of, would prejudice the interests of the Group.
SUBSEQUENT EVENTS AFTER THE REPORTING PERIOD
Magnetica has accepted orders to supply RF coil components totalling $119,981.
The company intends to undertake a capital raising of $2M by the end of November 2014 with the Directors undertaking
to place any shortfall to new investors.
ENVIRONMENTAL REGULATIONS
The consolidated entity is not subject to any significant environmental regulation under a law of the Commonwealth or
Queensland State governments.
INDEMNIFICATION AND INSURANCE OF DIRECTORS, OFFICERS AND AUDITOR
Each of the Directors and the Secretary of the Company have entered into a Deed with the Company whereby the
Company has provided certain contractual rights of access to books and records of the Company and certain
indemnities to those Directors and Secretary.
The Company has not indemnified its auditor.
No insurance premiums have been paid, during or since the end of the financial year for any person who is or has been
a director or officer of the Company.
DIRECTORS’ MEETINGS
The number of meetings of directors held during the period and the number of meetings attended by each director are as
follows:
Board meetings

Audit & risk management
committee

Number of
meetings
held while in
office

Meetings
attended

Number of
meetings
held while
in office

Meetings
attended

1
1
1
1
-

1
1
1
1
-

1
n/a
1
n/a
-

1
n/a
1
n/a
-

Howard Stack
Justin Schaffer
Philip Dubois
Charles Ho
Andrew Davis
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-
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n/a
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Consolidated Statement of Profit or Loss and Other Comprehensive
Income
For the year ended 30 June 2014
Notes

2014
$

2

1,192,799

930,294

-

-

(1,407,667)

(964,301)

(214,868)

(34,007)

-

-

(214,868)

(34,007)

-

-

(214,868)

(34,007)

Condensed Financial History 1992 - 2001
Revenue
Finance costs
Expenses

3

Loss before income tax
Income tax expense

4

Loss attributable to members of Magnetica Limited
Other comprehensive income
Total comprehensive income for the year attributable to the
members of Magnetica Limited

2013
$

The above consolidated statement of profit or loss and other
comprehensive income should be read in conjunction with the
accompanying notes.

Magnetica Limited & Controlled Entities

Annual Report 2014

15

Consolidated Statement of Financial Position
As at 30 June 2014

Condensed Financial History 1992 - 2001

Notes

2014
$

2013
$

CURRENT ASSETS
Cash and cash equivalents

21

255,907

393,119

Trade and other receivables

5

2,833

-

Inventories

6

38,543

-

Other current assets

7

35,926

44,687

333,209

437,806

TOTAL CURRENT ASSETS
NON-CURRENT ASSETS
Property, plant and equipment

9

72,410

20,560

Intangible assets

10

297,217

320,679

TOTAL NON-CURRENT ASSETS

369,627

341,239

TOTAL ASSETS

702,836

779,045

187,870

446,752

187,870

446,752

CURRENT LIABILITIES
Trade and other payables

11

TOTAL CURRENT LIABILITIES
NON-CURRENT LIABILITIES
Loans from related parties

19

1,882,689

1,471,983

Long term provisions

12

17,504

30,669

TOTAL NON-CURRENT LIABILITIES

1,900,193

1,502,652

TOTAL LIABILITIES

2,088,063

1,949,404

(1,385,227)

(1,170,359)

NET LIABILITIES
EQUITY
Issued capital

13

52,435,396

52,435,396

Reserves

14

281,000

281,000

(54,101,623)

(53,886,755)

(1,385,227)

(1,170,359)

Accumulated losses
TOTAL EQUITY
The above consolidated statement of financial position should be
read in conjunction with the accompanying notes.
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Consolidated Statements of Changes in Equity
For the year ended 30 June 2014

Condensed Financial History 1992 - 2001

Share capital

Reserves

Consolidated

Balance at 30 June 2012
Total comprehensive income for the year
Balance at 30 June 2013
Total comprehensive income for the year
Balance at 30 June 2014

Ordinary

Share option reserve

$

$

52,435,396

281,000

Accumulated
losses

Total equity

$

$

(53,852,748)

(1,136,352)

-

-

(34,007)

(34,007)

52,435,396

281,000

(53,886,755)

(1,170,359)

-

-

(214,868)

(214,868)

52,435,396

281,000

(54,101,623)

(1,385,227)

The above consolidated statement of changes in equity should be read in conjunction with the accompanying notes.
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Consolidated Statement of Cash Flows
For the year ended 30 June 2014
Inflows (Outflows)
Condensed Financial
History 1992 - 2001

2014
$

2013
$

1,257,633

1,025,345

(1,480,527)

(1,041,293)

11,835

2,783

(211,059)

(13,165)

(76,153)

(21,005)

-

(138,740)

(76,153)

(159,745)

Proceeds from related party loans

150,000

493,000

Net cash provided by financing activities

150,000

493,000

(137,212)

320,090

Cash and cash equivalents at the beginning of the financial year

393,119

73,029

Cash and cash equivalents at the end of the financial year (Note 21)

255,907

393,119

Cash flows from operating activities
Receipts from customers and grants
Payments to suppliers and employees
Interest received
Net cash used in operating activities (Note 22)
Cash flows from investing activities
Payments for property, plant and equipment
Payment for development costs
Net cash used in investing activities
Cash flows from financing activities

Net (decrease) increase in cash and cash equivalents held

The above consolidated statement of cash flows should be read in
conjunction with the accompanying notes.
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Notes to and Forming Part of the Financial Statements
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Condensed Financial History 1992 - 2001
These financial statements are general purpose financial statements that have been prepared in accordance with
Australian Accounting Standards (including Australian Accounting Interpretations), other authoritative pronouncements
of the Australian Accounting Standards Board (AASB) and the Corporations Act 2001.
Australian Accounting Standards set out accounting policies that the AASB has concluded would result in the financial
statements containing relevant and reliable information about transactions, events and conditions. Compliance with
Australian Accounting Standards ensures that the financial statements and notes also comply with International
Financial Reporting Standards.
The financial statements cover the consolidated entity comprising of Magnetica Limited and its controlled entities.
Magnetica Limited is an unlisted public company, incorporated and domiciled in Australia.
The financial statements of Magnetica Limited and its controlled entities were authorised for issue on the date of
signing of the Director’s Declaration.
The following is a summary of the material accounting policies adopted by the consolidated entity in the preparation of
the financial statements. The accounting policies have been consistently applied, unless otherwise stated.
The financial statements have been prepared on an accruals basis and are based on historical costs modified by the
revaluation of selected non-current assets, financial assets and financial liabilities for which the fair value basis of
accounting has been applied.
Accounting Policies
(a)

Principles of consolidation
The consolidated financial statements incorporate the assets and liabilities of all entities controlled by Magnetica
Limited ("parent entity") as at 30 June 2014 and the results of all controlled entities for the year then ended.
Magnetica Limited and its controlled entities together are referred to in the financial statements as the
consolidated entity. The effects of all transactions between entities in the consolidated entity are eliminated in
full.
Where controlled entities have entered or left the group during the year, the financial performance of those
entities is included only for the period of the year that they were controlled. A list of controlled entities is
contained in note 8 to the financial statements.
Intercompany transactions, balances and unrealised gains on transactions between entities in the consolidated
entity are eliminated. Unrealised losses are also eliminated unless the transaction provides evidence of the
impairment of the asset transferred. Accounting policies of subsidiaries have been changed where necessary to
ensure consistency with the policies adopted by the consolidated entity.
Investments in associates are accounted for in the consolidated financial statements using the equity method.
Under this method, the consolidated entity’s share of the post-acquisition profits or losses of associates are
recognised in the consolidated statement of profit or loss and other comprehensive income, and its share of post
acquisition movements in reserves are recognised in consolidated reserves. The cumulative post-acquisition
movements are adjusted against the cost of the investment. Associates are those entities over which the
consolidated entity exercises significant influence, but not control.

(b)

Goods and services tax
Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST), except
where the amount of GST incurred is not recoverable from the Australian Taxation Office (ATO). In these
circumstances the GST is recognised as part of the cost of acquisition of the asset or as part of an item of the
expense.
Receivables and payables are stated with the amount of GST included.
The net amount of GST recoverable from, or payable to, the ATO is included as a current asset or liability in the
statement of financial position.
Cash flows are included in the statement of cash flows on a gross basis. The GST components of cash flows
arising from investing and financing activities which are recoverable from, or payable to, the ATO are classified
as operating cash flows.
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Notes to and Forming Part of the Financial Statements

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(c)

Basis of preparation
The financial statements have been prepared on a going concern basis which contemplates continuity of
normal business activities and the realisation of assets and settlement of liabilities in the ordinary course of
business. The directors are satisfied that the going concern basis is appropriate due to the following:







The balance of funding of $165,686 available under the Commercialisation Australia grant;
The company has received commitments from existing shareholders to convert existing loans
amounting to $1,882,689 (disclosed in Note 19) to equity upon completion of a capital raising;
The directors will continue to manage operational cash flow requirements to meet existing business
and associated obligations;
The directors expect future royalty streams from the commercialisation of the company’s intellectual
property to produce sufficient cash inflows;
The company intends to undertake a capital raising of $2M by the end of November 2014 with the
Directors undertaking to place any shortfall to new investors; and
The continued financial support from various shareholders to help meet ongoing financial obligations.
Two of the company’s shareholders have agreed to provide ongoing funding to ensure the company
can meet its obligation for a period of at least 12 months from the date of signing the 30 June 2014
financial statements.

The directors consider this will provide sufficient working capital for at least the next twelve months from the
date of this report.
(d)

Revenue recognition
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the entity and the
revenue can be reliably measured. The following specific recognition criteria must also be met before revenue
is recognised:
Sale of goods
Control of the goods has passed to the buyer.
Interest
Control of the right to receive the interest payment.
Royalties
Royalty income is recognised on an accrual basis in accordance with the substance of the relevant agreement.
Sale of non-current assets
The gain or loss on disposal is calculated as the difference between the carrying amount of the asset at the
time of disposal and the net proceeds on disposal. Any gain is recognised as other income and any loss as an
expense.
Research and development tax offset
Refundable research and development tax offsets are recognised as grant income in the year the Australian
Taxation Office approves the claim. Non-refundable research and development tax offsets are treated as tax
credits in accordance with AASB 112 Income Taxes but only to the extent that they exceed the company’s
income tax rate.

(e)

Property, plant and equipment
Plant and equipment are measured on the cost basis less accumulated depreciation and impairment losses.
The carrying value of plant and equipment is reviewed annually by directors to ensure it is not in excess of the
recoverable amount from these assets. The recoverable amount is assessed on the basis of the expected net
cash flows that will be received from the assets’ employment and subsequent disposal. The expected net cash
flows have been discounted to their net present values in determining recoverable amounts.
Depreciation
Depreciation is calculated on a straight line basis so as to write off the net cost of each item of property, plant
and equipment over its useful life. Additions are depreciated from the date they are installed ready for use.
The principal rates of depreciation in use are:Plant and equipment
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Notes to and Forming Part of the Financial Statements
1. Condensed
SUMMARYFinancial
OF SIGNIFICANT
ACCOUNTING
POLICIES (continued)
History 1992
- 2001
(f)

Impairment
At the end of each reporting period, the consolidated entity reviews the carrying values of its tangible and
intangible assets to determine whether there is any indication that those assets have been impaired. If such an
indication exists, the recoverable amount of the asset, being the higher of the asset’s fair value less costs to sell
and value in use, is compared to the asset’s carrying value. Any excess of the asset’s carrying value over its
recoverable amount is expensed to the statement of profit or loss and other comprehensive income.
Impairment testing is performed annually for goodwill, intangible assets with indefinite lives and intangible
assets not yet available for use.
Where it is not possible to estimate the recoverable amount of an individual asset, the consolidated entity
estimates the recoverable amount of the cash-generating unit to which the asset belongs. Assets that do not
have independent cash flows are grouped together to form a cash generating unit.

(g) Inventories
All inventories including work in progress is valued at the lower of cost and net realisable value. Cost includes
direct materials, direct labour and an appropriate proportion of fixed and variable factory overhead expenditure.
Overheads are applied on the basis of normal operating activity.
(h) Income tax
The charge for current income tax expense is based on the profit for the year adjusted for any non-assessable
or non-allowable items. It is calculated using tax rates that have been enacted or are substantively enacted as
at the end of the reporting period.
Deferred tax is accounted for using the liability method in respect of differences arising between the tax bases
of assets and liabilities and their carrying amounts in the financial statements. No deferred income tax will be
recognised from the initial recognition of an asset or liability, excluding a business combination, where there is
no effect on accounting or taxable profit or loss, or where it is associated with investments in subsidiaries,
associates or interests in joint ventures and the timing of the reversal can be controlled and it is probable that
the temporary difference will not reverse in the foreseeable future.
Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is realised or
liability is settled. Deferred tax is charged in the statement of profit or loss and other comprehensive income
except where it relates to items that may be charged directly to equity, in which case the deferred tax is
adjusted directly against equity.
Deferred tax assets are recognised to the extent that it is probable that future taxable profits will be available
against which deductible temporary differences can be claimed.
The amount of benefits brought to account or which may be realised in the future is based on the assumption
that no adverse change will occur in income tax legislation and the anticipation that the consolidated entity and
its constituent member entities as applicable, will derive sufficient future assessable income to enable the
benefit to be realised and comply with the conditions of deductibility imposed by the law.
Magnetica Limited and its wholly-owned subsidiaries have formed an income tax consolidated group under the
tax consolidation regime. Each entity in the group recognises its own current and deferred tax liabilities, except
for any deferred tax liabilities resulting from unused tax losses and tax credits, which are immediately assumed
by the parent entity. The current tax liability of each group entity is then subsequently assumed by the parent
entity. The group notified the Australian Taxation Office that it had formed an income tax consolidated group to
apply from 23 December 2004. The tax consolidated group has entered into a tax sharing agreement whereby
each company in the group contributes to the income tax payable in proportion to their contribution to the net
profit before tax of the tax consolidated group.
[

(i) Financial instruments
Recognition
Financial instruments are initially measured at cost on trade date, which includes transaction costs where the
financial instrument is not carried at fair value through the profit and loss, when the related contractual rights or
obligations exist. Subsequent to initial recognition these instruments are measured as set out below:
Financial assets at fair value through profit and loss
A financial asset is classified in this category if acquired principally for the purpose of selling in the short term,
or if so designated by management and within the requirement of AASB139: Financial Instruments: Recognition
and Measurement. Derivatives are also categorised as held for trading unless they are designated as hedges.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Condensed Financial History 1992 - 2001
(i) Financial instruments (continued)
Realised and unrealised gains and losses arising from changes in the fair value of these assets are included in
the statement of profit or loss and other comprehensive income in the period in which they arise.
Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market and are stated at amortised cost using the effective interest rate method.
Held-to-maturity investments
These investments have fixed maturities, and it is the consolidated entity’s intention to hold these investments
to maturity. Any held-to-maturity investments held by the consolidated entity are stated at amortised cost using
the effective interest rate method.
Available-for-sale financial assets
Available-for-sale financial assets include any financial assets not included in the above categories. Availablefor-sale financial assets are reflected at fair value. Unrealised gains and losses arising from changes in fair
value are taken directly to equity, unless an impairment has been determined by the Board.
Financial liabilities
Non-derivative financial liabilities are recognised at amortised cost, comprising original debt less principal
payments and amortisation.
Derivative instruments
Derivative instruments are measured at fair value. Gains and losses arising from changes in fair value are
taken to the statement of profit or loss and other comprehensive income unless they are designated as hedges.
Impairment
At the end of each reporting period, the consolidated entity assesses whether there is objective evidence that a
financial instrument has been impaired. In the case of available-for sale financial instruments, a significant or
prolonged decline in the value of the instrument is considered to determine whether impairment has arisen.
Impairment losses are recognised in the statement of profit or loss and other comprehensive income.
Subsequent increases in value are recognised directly in equity.
(j) Foreign currency
Functional and presentation currency
The functional currency of each of the members of the consolidated entity is measured using the currency of the
primary economic environment in which that member entity operates. The consolidated financial statements
are presented in Australian dollars which is the parent entity’s functional and presentation currency.
Transactions and balances
Foreign currency transactions are translated into functional currency using the exchange rates prevailing at the
date of the transaction. Foreign currency monetary items are translated at the year-end exchange rate. Nonmonetary items measured at historical cost continue to be carried at the exchange rate at the date of the
transaction. Non-monetary items measured at fair value are reported at the exchange rate at the date when fair
value was determined.
Exchange differences arising on the translation of monetary items are recognised in the statement of profit or
loss and other comprehensive income, except where deferred in equity as a qualifying cash flow or net
investment hedge.
Exchange differences arising on the translation of non-monetary items are recognised directly in equity to the
extent that the gain or loss is directly recognised in equity, otherwise the exchange difference is recognised in
the statement of profit or loss and other comprehensive income.

Magnetica Limited & Controlled Entities

Annual Report 2014

22

Notes to and Forming Part of the Financial Statements
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Condensed Financial History 1992 - 2001
(k)

Employee benefits
Wages, salaries and annual leave
Liabilities for wages and salaries, including non monetary benefits, annual leave and long service leave
expected to be settled within 12 months of the reporting date are recognised in current liabilities in respect of
employees services up to the reporting date and are measured at the amount expected to be paid when the
liabilities are settled.
Long Service Leave
A liability for long service leave is recognised, and is measured as the present value of expected future
payments to be made in respect of services provided by employees up to the end of the reporting period.
Consideration is given to expected future wage and salary levels, experience of employee departures and
periods of service. Expected future payments are discounted using interest rates attaching, as at the end of the
reporting period, to national government guaranteed securities with terms to maturity that match, as closely as
possible, the estimated future cash outflows.
Equity-settled compensation
The consolidated entity previously operated a share option arrangement with its directors. The bonus element
over the exercise price of the director services rendered in exchange for the grant of shares and options is
recognised as an expense in the statement of profit or loss and other comprehensive income. The total amount
to be expensed over the vesting period is determined by reference to the fair value of the shares and options
granted which is determined using the Black Scholes Model.

(l)

Provisions
Provisions are recognised when the consolidated entity has a legal or constructive obligation, as a result of past
events, for which it is probable that an outflow of economic benefits will result and that outflow can be reliably
measured.

(m) Intangible assets
Intellectual property
Intellectual property is recorded in the financial statements at acquisition cost less accumulated impairment
losses. Intellectual property costs, having a benefit or relationship to more than one accounting period, are
deferred and amortised to the statement of profit or loss and other comprehensive income using the straight line
method of calculation over the period of time during which the benefits are expected to arise.
Carrying values are assessed at the end of each reporting period for impairment and any write down included in
the statement of profit or loss and other comprehensive in the period determined.
Research and development
Expenditure during the research phase of the project is recognised as an expense when incurred. Development
costs are capitalised only when technical feasibility studies identify that the project will deliver future economic
benefits and these benefits can be measured reliably. Development costs have a finite life and are amortised
over 5 years.
Patents and trademark expenditure
All patent and trademark expenditure is expensed as incurred. Patent and trademark expenditure is capitalised
only when technical feasibility studies identify that the intellectual property to which they relate will deliver future
economic benefits and those benefits can be measured reliably. Capitalised expenditures are then amortised
over the period of their expected benefits.
(n) Government grants
Government grants are recognised at fair value where there is reasonable assurance that the grant will be
received and all grant conditions will be met.
Grants relating to expense items are recognised as income over the periods necessary to match the grant to
the costs they are compensating.
Grants relating to assets are credited to deferred income at fair value and are credited to income over the
expected useful life of the asset on a straight-line basis.
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1. Condensed
SUMMARYFinancial
OF SIGNIFICANT
ACCOUNTING
POLICIES (continued)
History 1992
- 2001
(o)

Cash and cash equivalents

(p)

For the purpose of the statement of cash flows, cash includes cash on hand and in banks, and other shortterm highly liquid investments with original maturities of three months or less, net of outstanding bank
overdrafts.
Bank overdrafts are carried at the principal amount within short-term borrowings in current liabilities in the
statement of financial position.
Leases
Leases where substantially all of the risks and rewards of ownership transfer to the consolidated entity are
classified as finance leases. Finance leases are capitalised by recognising an asset and a liability at the
lower of the amounts equal to the fair value of the leased property or the present value of the minimum
lease payments including any residual values. Lease payments are allocated between the reduction of the
lease liabilities and the lease interest expense for the period.
Leases where substantially all of the risks and rewards are not transferred to the consolidated entity are
classified as operating leases. Payments made under operating leases are charged to the consolidated
statement of profit or loss and other comprehensive income on a straight line basis over the period of the
lease.

(q)

Fair value measurement
When an asset or liability, financial or non-financial, is measured at fair value for recognition or disclosure
purposes the fair value is based on the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date and assumes that
the transaction will take place either in the principle market or in the absence of a principle market, in the
most advantageous market.
Fair value is measured using the assumptions that market participants would use when pricing the asset or
liability, assuming they act in their economic best interest. For non-financial assets, the fair value
measurement is based on its highest and best use. Valuation techniques that are appropriate in the
circumstances and for which sufficient data is available to measure fair value, and used, maximising the use
of relevant observable inputs and minimising the use of unobservable inputs.
Assets and liabilities measured at fair value are classified, into three levels, using a fair value hierarchy that
reflects the significance of the inputs used in making the measurements. Classifications are reviewed each
reporting date and transfers between levels are determined based on a reassessment of the lowest level
input that is significant to the fair value measurement.
For recurring and non-recurring fair value measurements, external valuers may be used when internal
expertise is either not available or when the valuation is deemed to be significant. External valuers are
selected based on market knowledge and reputation. Where there is a significant change in fair value of an
asset or liability from one period to another, an analysis is undertaken, which includes a verification of the
major inputs applied in the latest valuation and a comparison, where applicable, with external sources of
data.

(r)

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

Critical Accounting Estimates and Judgements
The directors evaluate estimates and judgements incorporated into the financial statements based on historical
knowledge and best available current knowledge. Estimates assume a reasonable expectation of future events
and are based on current trends and economic data, obtained both externally and within the consolidated entity.
There are no estimates or judgements which have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year.
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2014
$

Condensed Financial History 1992 - 2001
2.

REVENUE
Sales
Royalties
Interest received
Grant income
Research and development tax offset
Other income

3.

20,608
64,340
11,835
557,337
523,679
15,000
1,192,799

157,409
2,783
695,102
75,000
930,294

293,338
54,587
706,901
48,630
24,303
23,462
256,446
1,407,667

417,571
30,104
307,405
21,150
445
18,041
169,585
964,301

(214,868)
(64,460)

(34,007)
(10,202)

(157,104)
221,564
-

10,202
-

30,904,860
9,271,458

30,166,313
9,049,894

EXPENSES
Consultancy
Travel
Employee benefits expense
Operating lease rentals
Depreciation
Amortisation
Other

4.

INCOME TAX

a)

Numerical reconciliation of income tax expense to prima facie
tax payable
Loss before income tax expense
Tax at the Australian tax rate of 30% (2013: 30%)

b)

2013
$

Research and development tax offset
Deferred tax assets not recognised
Income tax expense
Tax losses
Unused tax losses for which no deferred tax asset has been
recognised
Potential tax benefit @ 30% (2013: 30%)

Realisation of the potential tax benefit is dependent upon:
a) the ability of the consolidated entity to derive future assessable income of a
nature and of sufficient amount to enable the benefit to be realised;
b) the ability of the consolidated entity to continue to comply with the
conditions for deductibility imposed by law; and
c) an expectation that legislation will not change in a manner which would
adversely affect the consolidated entity’s ability to realise the benefit.
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2014
$

Condensed Financial History 1992 - 2001
5.

6.

7.

8.

TRADE AND OTHER RECEIVABLES
Other debtors

INVENTORIES
Raw materials
Work in progress

OTHER CURRENT ASSETS
Refundable deposits
Prepayments

2013
$

2,833
2,833

-

10,825
27,718
38,543

-

15,595
20,331
35,926

24,761
19,926
44,687

CONTROLLED ENTITIES
The consolidated financial statements include the assets, liabilities and results of the following
subsidiaries:
Country of
Incorporation

Class
of Share

2014

2013

% holding

% holding

NMR Holdings No. 1 Pty Ltd

Australia

Ordinary

100%

100%

NMR Holdings No. 2 Pty Ltd

Australia

Ordinary

100%

100%

2014
$

2013
$

9.

PROPERTY, PLANT AND EQUIPMENT
Plant and equipment
Cost
Less: Accumulated depreciation
Total plant and equipment

169,924
(97,514)
72,410

93,770
(73,210)
20,560

Reconciliations
Reconciliations of the movements in carrying amounts for each class
of property, plant and equipment are set out below:
Plant and equipment
Carrying amount at beginning of year
Additions
Depreciation
Carrying amount at end of year

20,560
76,153
(24,303)
72,410

21,005
(445)
20,560
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2014
$

Condensed Financial History 1992 - 2001
10.

2013
$

INTANGIBLE ASSETS
Computer software
At cost
Less: Accumulated amortisation
Total computer software

16,400
(5,511)
10,889

16,400
(45)
16,355

Patents
At cost
Less: Accumulated impairment losses
Total patents

32,340
32,340

32,340
32,340

424,950
(170,962)
253,988

424,950
(152,966)
271,984

297,217

320,679

320,679
(23,462)
297,217

199,980
138,740
(18,041)
320,679

Development costs
Pilot magnets at cost
Less: Accumulated amortisation
Total development costs
Total intangible assets
Reconciliations
Carrying amount at beginning of year
Additions
Amortisation
Carrying amount at end of year

11.

12.

TRADE AND OTHER PAYABLES
Trade creditors – Uniquest Pty Limited (note 19)
– Other
Unearned revenue
Employee entitlements – Annual leave

102,107
42,300
43,463
187,870

260,706
156,076
29,970
446,752

17,504

30,669

LONG TERM PROVISIONS
Employee entitlements – Long service leave
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Condensed Financial History 1992 - 2001
13.
(a)

No. of
Shares

2014
$

2013
$

ISSUED CAPITAL
Ordinary shares
Balance 1 July

69,713,637

52,435,396

69,713,637

52,435,396

-

-

-

-

69,713,637

52,435,396

69,713,637

52,435,396

Shares issued during the year:
Balance 30 June

No. of
Options
(b)

No. of
Shares

2014
$

No. of
Options

2013
$

Options
Balance 1 July

3,000,000

281,000

3,000,000

281,000

-

-

-

-

3,000,000

281,000

3,000,000

281,000

Options lapsed
Balance 30 June

Details of the share options are included in Note 15 Share-Based Payments.
Ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of the company in
proportion to the number of shares held. Fully paid ordinary shares have no par value and entitle each
shareholder to one vote upon a poll for each share held or on a show of hands one vote per shareholder.
Capital Risk Management
Management controls the capital of the company in order to maintain a good debt to equity ratio, provide the
shareholders with adequate returns and to ensure that the company can fund its operations and continue as a
going concern.
The company’s debt and capital includes ordinary share capital and financial liabilities, supported by financial
assets.
There are no externally imposed capital requirements.
Management effectively manages the company’s capital by assessing the company’s financial risks and
adjusting its capital structure in response to changes in these risks and in the market. These responses
include the management of debt levels and share issues.
There have been no changes in the strategy adopted by management to control the capital of the company
since the prior year.
14.

RESERVES
Share Option Reserve
The reserve records items recognised as expenses on valuation of employee and director share options.

15.

SHARE-BASED PAYMENTS
No options were granted or exercised during the current financial year (2013: Nil).
In 2005 options were granted as equity compensation benefits to certain directors in office at that time. The
options were issued at no cost. Each of the granted options entitled the holder to subscribe for one fully paid
ordinary share in the entity at various exercise prices and various option periods.
Set out below are summaries of options previously granted to directors.
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15.

SHARE-BASED PAYMENTS (continued)
Grant date

20-May-05
20-May-05
20-May-05

First exercise date

Relisting date
Relisting date+1yr
Relisting date+2yr

Last exercise date

Exercise
price per
share

Relisting date+3yr
Relisting date+4yr
Relisting date+5yr

Balance at
30 June 2014

$0.50
$0.54
$0.60

Options outstanding at year-end
Options exercisable at year-end
Weighted average exercise price of
outstanding options
Weighted average fair value of outstanding
options

Balance at
30 June 2013

1,000,000
1,000,000
1,000,000

1,000,000
1,000,000
1,000,000

1,000,0
1,000,0
1,000,0

3,000,000

3,000,000

4,100,0

3,000,000
-

3,000,000
-

$0.54

$0.54

$0.09

$0.09

The options granted have been valued using the Black-Scholes option pricing model applying the following
assumptions: 



16.

Risk free interest rate
Expected share price volatility
Underlying share price
Expiry date

5.37%
78.00%
$0.40
see last exercise date above.

CONTINGENT LIABILITIES
The directors are not aware of any material contingent liability that the consolidated entity may be exposed to.

17.

18.

19.

COMMITMENTS
Operating lease commitments
Future operating lease rentals not provided for in the financial
statements or payable:
Not longer than one year
Longer than one year but not longer than five years

AUDITOR’S REMUNERATION
Remuneration of the auditors of the parent entity for:
- auditing or reviewing the financial report
- taxation and other services
RELATED PARTIES
Directors and specified executives:
Disclosure relating to directors and key management personnel
remuneration are included in note 24.
Aggregate amounts payable to directors at the end of the
reporting period:
Long term loans: - Justin Schaffer (Director)
Opening balance
Loans advanced
Closing balance
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Balance at
30 June 200

2014

2013

$

$

63,235
57,257
120,492

60,803
128,054
188,857

19,340
15,175

19,550
3,750

349,650
75,000
424,650

165,650
184,000
349,650
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Consolidated
19.

RELATED PARTIES (continued)

2014
$

- Howard Stack (Director)
Opening balance
Loans advanced
Closing balance

2013
$

344,229
75,000
419,229

165,229
179,000
344,229

260.706
(260,706)
-

260,706
260,706

778,104
260,706
1,038,810

648,104
130,000
778,104

103,942

259,500

The above loans are interest free and unsecured.
Other related entities
Aggregate amounts payable to Uniquest Pty Limited (a shareholder) at
the end of the reporting period:
Trade and other payables
Opening balance
Transfer to long term loan
Closing balance
Long term loan
Opening balance
Loans advanced
Transfer from trade and other payables
Closing balance
The loan is interest free and unsecured.
Aggregate amounts included in the determination of loss before income
tax that resulted from transactions with Uniquest Pty Limited:
Consultancy fees
Wholly Owned Group:
The wholly owned group consists of Magnetica Limited and its wholly
owned controlled entities.
Information relating to the controlled entities is set out in note 8.

20.

EVENTS OCCURRING SUBSEQUENT TO THE END OF THE REPORTING PERIOD
Magnetica has accepted orders to supply RF coil components totalling $119,981.
The company intends to undertake a capital raising of $2M by the end of November 2014 with the Directors
undertaking to place any shortfall to new investors.

21.

2014

2013

$

$

255,907

393,119

RECONCILIATION OF CASH
For the purpose of the statement of cash flows, cash includes cash on
hand and at banks and investments in the money market, net of
outstanding bank overdrafts. Cash at the end of the financial year as
shown in the statement of cash flows is reconciled to the related items
in the statement of financial position as follows:
Cash and cash equivalents
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22.

2014

2013

$

$

RECONCILIATION OF NET CASH USED IN OPERATING ACTIVITIES
TO LOSS AFTER INCOME TAX
Loss after income tax

(214,868)

(34,007)

Depreciation

24,303

445

Amortisation

23,462

18,041

(2,833)

8,747

(38,543)

-

8,761

(12,845)

(53,969)

(1,916)

42,300

-

328

8,370

(211,059)

(13,165)

Change in assets and liabilities
(Increase) decrease in assets
Trade debtors
Inventory
Other current assets
Increase (decrease) in liabilities
Trade creditors
Unearned revenue
Employee entitlements
Net cash used in operating activities

23.
(a)

FINANCIAL INSTRUMENTS
Financial Risk Management
The consolidated entity’s financial instruments consist mainly of deposits with banks, local money market
instruments, accounts receivable and payables.
The main risks the consolidated entity is exposed to through its financial instruments are interest rate risk,
liquidity risk and credit risk.
Interest rate risk
Interest rate risk is managed with a mixture of fixed and floating debt. Management continuously monitors
the debt profile of the consolidated entity in the context of the most recent economic conditions.
Liquidity risk
The directors regularly monitor the consolidated entity’s cash position and on an ongoing basis consider a
number of strategic and operational plans and initiatives to ensure that adequate funding continues to be
available to meet the consolidated entity’s business objectives.
Credit risk
The consolidated entity did not have material credit risk exposure to any single debtor or group of debtors
at the end of the reporting period.
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FINANCIAL
(continued)
23.
Condensed
FinancialINSTRUMENTS
History 1992 - 2001
b)

Financial Instruments
i.
ii.

The net fair values of other assets and liabilities approximate their carrying values.
Interest rate risk
The consolidated entity’s exposure to interest rate risk, which is the risk that a financial instrument’s
value will fluctuate as a result of changes in market interest rates and the effective weighted average
interest rates on classes of financial assets and liabilities is as follows:
Weighted
Average
Interest
Rate

2014
Financial assets
Cash
Receivables
Total financial assets
Financial liabilities
Trade & sundry creditors
Total financial liabilities

2.37%

Fixed Interest
maturing in
less than 1
year
$

Floating
Interest
Rate
$

Fixed
Interest
maturing in
1 - 5 years
$

Noninterest
Bearing
$

Total
$

255,607
255,607

-

-

300
2,833
3,133

255,907
2,833
258,740

-

-

-

102,107
102,107

102,107
102,107

392,819
392,819

-

-

300
300

393,119
393,119

-

-

-

416,782
416,782

416,782
416,782

2013
Financial assets
Cash
Receivables
Total financial assets
Financial liabilities
Trade & sundry creditors
Total financial liabilities

2.35%

Interest Rate Sensitivity Analysis
At 30 June 2014 if interest rates had moved, as illustrated in the table below, with all other variables remaining
constant, pre-tax profit and equity would have been affected as follows:

+ 1%
- 1%
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Pre-tax Profit
increase (decrease)
2014
2013
$
$
2,556
3,928
(2,556)
(3,928)
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Equity
increase (decrease)
2014
2013
$
$
2,556
3,928
(2,556)
(3,928)
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24.

KEY MANAGEMENT PERSONNEL DISCLOSURES

(a) Details of Key Management Personnel
(i)

Details of Directors

Howard Stack - Non-Executive Chairman
Philip Dubois - Non-Executive Director
Charles Ho - Non-Executive Director
Andrew Davis - Non-Executive Director (resigned 16 July 2013)
Justin Schaffer - Non-Executive Director
(ii) Details of Other Key Management Personnel
Richard Aird – Chief Executive Officer (commenced 22 July 2013)
Nicky Milsom - General Manager (resigned 19 July 2013)
Riyu Wei - Lead Engineer
2014
$
278,597
25,770
304,367

Short term employee benefit
Post-employment employee benefit
Total

2013
$
254,997
22,948
277,945

During the 2006 financial year the directors resolved to stop accruing directors’ fees in respect of Howard Stack, Philip
Dubois, Charles Ho and Justin Schaffer. In the future the directors may take into consideration past services performed by
directors when recommending future remuneration policies. As a representative of Uniquest Pty Ltd, Mr Andrew Davis
was not entitled to remuneration or to participate in any executive option plans.
(b) Option Holdings of Directors and Other Key Management Personnel
There were no options over ordinary shares in the company held during the financial year by any director or other key
management personnel (2013: Nil).
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24.

KEY MANAGEMENT PERSONNEL DISCLOSURES (continued)
(c) Shareholdings of Directors and Other Key Management Personnel
The number of shares in the company held during the financial year by each director of Magnetica
Limited and other key management personnel are set out below.
30 June 2014

Balance
1 July 2013

Granted as
Remuneration

Options
Exercised

Net
Change
Other

Balance
30 June 2014

Directors
Howard Stack
Philip Dubois
Charles Ho
Andrew Davis
Justin Schaffer

1,000,000
828,125
333,305
5,000,000

-

-

-

1,000,000
828,125
333,305
5,000,000

7,161,430

-

-

312,500
312,500

312,500
7,473,930

Other Key Management
Personnel
Richard Aird
Nicky Milsom
Riyu Wei
Total

30 June 2013

Balance
Granted as
1 July 2012 Remuneration

Options
Exercised

Net
Change
Other

Balance
30 June
2013

Directors
Howard Stack
Philip Dubois
Charles Ho
Andrew Davis
Justin Schaffer

1,000,000
828,125
333,305
5,000,000

-

-

-

1,000,000
828,125
333,305
5,000,000

7,161,430

-

-

-

7,161,430

Other Key Management
Personnel
Nicky Milsom
Riyu Wei
Total

25.

PARENT ENTITY INFORMATION

2014
$

Net loss attributable to members of Magnetica Limited
Other comprehensive income
Total comprehensive income for the year

(214,868)
(214,868)

(34,007)
(34,007)

333,208
702,835

437,805
779,044

187,869
2,088,062

446,751
1,949,403

52,435,396
281,000
(54,101,623)
(1,385,227)

52,435,396
281,000
(53,886,755)
(1,170,359)

Current assets
Total assets
Current liabilities
Total liabilities
Issued capital
Share option reserve
Accumulated losses
Total Equity
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26.

NEW STANDARDS AND INTERPRETATIONS FOR APPLICATION IN FUTURE PERIODS

Condensed Financial History 1992 - 2001
The AASB has issued new and amended accounting standards and interpretations that have mandatory application
dates for future reporting periods and which the Company has decided not to early adopt. A discussion of those
future requirements and their impact on the Company is as follows:
AASB 9: Financial Instruments, AASB 2010-7: Amendments to Australian Accounting Standards arising from
AASB 9 (December 2010) [AASB 1, 3, 4, 5, 7, 101, 102, 108, 112, 118, 120, 121, 127, 128, 131, 132, 136, 137,
139, 1023 & 1038 and Interpretations 2, 5, 10, 12, 19 & 127], AASB 2012-6 Amendments to Australian
Accounting Standards – Mandatory Effective Date of AASB 9 and Transition Disclosures [AASB 9, AASB 2009-11,
AASB 2010-7, AASB 2011-7 & AASB 2011-8], AASB 2013-9 Amendments to Australian Accounting Standards –
Conceptual Framework, Materiality and Financial Instruments [Part C] and AASB 2014-1 Amendments to
Australian Accounting Standards [Part E] (applicable for annual reporting periods commencing on or after 1
January 2018)
AASB 9 includes requirements for the classification and measurement of financial assets and the accounting
requirements for financial liabilities.
The changes made to accounting requirements by these standards include:
simplifying the classifications of financial assets into those carried at amortised cost and those carried at fair
value;
simplifying the requirements for embedded derivatives;
allowing 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;
financial assets will need to be reclassified where there is a change in an entity’s business model as they are
initially classified based on (a) the objective of the entity’s business model for managing the financial assets;
and (b) the characteristics of the contractual cash flows;
amending the rules for financial liabilities that the entity elects to measure at fair value, requiring changes in
fair value attributed to the entity’s own credit risk to be presented in other comprehensive income;
adding Chapter 6 Hedge Accounting which supersedes the general hedge accounting requirements as they
exist in AASB 139 and the addition of new disclosure requirements. The Chapter 6 requirements include a
new approach to hedge accounting, intended to more closely align hedge accounting with risk management
activities.
The Group has not yet assessed the impact of this standard.
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26.

NEW STANDARDS AND INTERPRETATIONS FOR APPLICATION IN FUTURE PERIODS (continued)

Condensed Financial History 1992 - 2001
AASB 2012-3 Amendments to Australian Accounting Standards – Offsetting Financial Assets and Financial
Liabilities [AASB 132] (applicable for annual reporting periods commencing on or after 1 January 2014)
This standard adds application guidance to AASB 132 Financial Instruments: Presentation to address
inconsistencies identified in applying some of the offsetting criteria of AASB 132, including clarifying the
meaning of “currently has a legally enforceable right of set-off” and that some gross settlement systems may be
considered equivalent to net settlement. The standard is not expected to impact the Group.
AASB 2013-3 Amendments to AASB 136 – Recoverable Amount Disclosures for Non-Financial Assets (applicable
for annual reporting periods commencing on or after 1 January 2014)
This Standard amends the disclosure requirements in AASB 136. The amendments include the requirement to
disclose additional information about the fair value measurement when the recoverable amount of impaired assets
is based on fair value less costs of disposal. In addition, a further requirement has been included to disclose the
discount rates that have been used in the current and previous measurements if the recoverable amount of impaired
assets based on fair value less costs of disposal was measured using a present value technique. The standard is not
expected to impact the Group.
AASB 2013-4 Amendments to Australian Accounting Standards – Novation of Derivatives and Continuation of
Hedge Accounting [AASB 139] (applicable for annual reporting periods commencing on or after 1 January 2014)
This Standard makes amendments to AASB 139 to permit the continuation of hedge accounting in circumstances
where a derivative, which has been designated as a hedging instrument, is novated from one counterparty to a
central counterparty as a consequence of laws or regulations. The standard is not expected to impact the Group.
AASB 2013-5 Amendments to Australian Accounting Standards – Investment Entities [AASB 1, AASB 3, AASB 7,
AASB 10, AASB 12, AASB 107, AASB 112, AASB 124, AASB 127, AASB 132, AASB 134 & AASB 139] (applicable
for annual reporting periods commencing on or after 1 January 2014)
This standard makes amendments to define an investment entity and require that, with limited exceptions, an
investment entity not consolidate its subsidiaries or apply AASB 3 Business Combinations when it obtains control
of another entity. These amendments require an investment entity to measure unconsolidated subsidiaries at fair
value through profit or loss in accordance with AASB 9 Financial Instruments in its consolidated and separate
financial statements. The amendments also introduce new disclosure requirements for investment entities to AASB
12 Disclosure of Interests in Other Entities and AASB 127 Separate Financial Statements. The standard is not
expected to impact the Group.
AASB 2013-9 Amendments to Australian Accounting Standards – Conceptual Framework, Materiality and
Financial Instruments [Part B] (applicable for annual reporting periods commencing on or after 1 January 2014)
and AASB 2014 -1 Amendments to Australian Accounting Standards [Part C] (applicable for annual reporting
periods commencing on or after 1 July 2014)
The changes made to AASB 1031 in respect of materiality withdraw the substantive content contained within the
standard and provide signpost references to materiality in other Australian Accounting Standards. The standard is
not expected to impact the Group.
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NEW STANDARDS AND INTERPRETATIONS FOR APPLICATION IN FUTURE PERIODS (continued)

Condensed Financial History 1992 - 2001
AASB 2014 -1 Amendments to Australian Accounting Standards [Part A] (applicable for annual reporting periods
commencing on or after 1 July 2014)
Part A of this Standard makes various amendments to Australian Accounting Standards arising from the issuance
by the International Accounting Standards Board (IASB) of International Financial Reporting Standards (IFRSs)
Annual Improvements to IFRSs 2010–2012 Cycle and Annual Improvements to IFRSs 2011–2013 Cycle,
including:
AASB 1 – clarification in the basis of conclusion.
AASB 2 – amendments to certain definitions contained within the standard.
AASB 3 – clarification that contingent consideration that is classified as an asset or a liability shall be
measured at fair value at each reporting date and clarification that AASB 3 excludes from its scope the
accounting for the formation of a joint arrangement in the financial statements of the joint arrangement itself.
AASB 8 – amendments to disclosures.
AASB 13 – clarification regarding the measurement of short-term receivables and payables and clarification
that the scope of the portfolio exception in paragraph 52 of AASB 13 includes all contracts accounted for
within the scope of AASB 139 or AASB 9, regardless of whether they meet the definition of financial assets
or financial liabilities as defined in AASB132.
AASB 116 and AASB 138 – clarification that when an item of property, plant and equipment or intangible
asset is revalued the gross carrying amount is adjusted in a manner that is consistent with the revaluation of
the carrying amount.
AASB 124 – clarification that an entity providing key management personnel services to the reporting entity
or to the parent of the reporting entity is a related party of the reporting entity.
AASB 140 – clarification that determining whether a specific transaction meets the definition of both a
business combination as defined in AASB 3 Business Combinations and investment property as defined in
AASB140 Investment Property requires the separate application of both standards independently of each
other.
The standard is not expected to impact the Group.
AASB 2014 -1 Amendments to Australian Accounting Standards [Part B] (applicable for annual reporting periods
commencing on or after 1 July 2014)
Part B of this Standard makes amendments to AASB 119 Employee Benefits in relation to the requirements for
contributions from employees or third parties that are linked to service. The amendments clarify that if the amount
of the contributions is independent of the number of years of service, an entity is permitted to recognise such
contributions as a reduction in the service cost in the period in which the related service is rendered, instead of
attributing the contributions to the periods of service. In contrast, if the amount of the contributions is dependent on
the number of years of service, an entity is required to attribute those contributions to periods of service using the
same attribution method applied to the gross benefit.
The standard is not expected to impact the Group.
IFRS 15 Revenue from Contracts with Customers (applicable for annual reporting periods commencing on or after
1 January 2017)
IFRS 15 establishes a single, comprehensive framework for revenue recognition, and replaces the previous revenue
Standards IAS 18 Revenue and IAS 11 Construction Contracts, and the related Interpretations on revenue
recognition IFRIC 13 Customer Loyalty Programmes, IFRIC 15 Agreements for the Construction of Real Estate,
IFRIC 18 Transfers of Assets from Customers and SIC-31 Revenue—Barter Transactions Involving Advertising
Services.
IFRS 15 introduces a five step process for revenue recognition with the core principle of the new Standard being
for entities to recognise revenue to depict the transfer of goods or services to customers in amounts that reflect the
consideration (that is, payment) to which the entity expects to be entitled in exchange for those goods or services.
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NEW STANDARDS AND INTERPRETATIONS FOR APPLICATION IN FUTURE PERIODS (continued)

Condensed Financial History 1992 - 2001
IFRS 15 will also result in enhanced disclosures about revenue, provide guidance for transactions that were not
previously addressed comprehensively (for example, service revenue and contract modifications) and improve
guidance for multiple-element arrangements.
The Group has not yet assessed the impact of this standard.
The Group does not anticipate early adoption of any of the above Australian Accounting Standards or
Interpretations.
27.

CHANGE IN ACCOUNTING POLICY

The consolidated entity has adopted all of the new, revised or amending accounting standards and interpretations
issued by the Australian Accounting Standards Board (AASB) that are mandatory for the current reporting period.
Any new revised or amending accounting standards or interpretations that are not yet mandatory have not been
early adopted.
Any significant impact on the account policies of the consolidated entity from the adoption of these accounting
standards and interpretations are disclosed below. The adoption of these accounting standards and interpretations
did not have any significant impact on the financial performance or position of the consolidated entity.
The following accounting standards and interpretations are most relevant to the consolidated entity.
AASB 10 Consolidated Financial Statements
The consolidated entity has applied AASB 10 from 1 July 2013, which has a new definition of ‘control’. Control
exists when the reporting entity is exposed, or has the rights, to variable returns from is involvement with another
entity and has the ability to affect those returns through its ‘power’ over that other entity. A reporting entity has
power when it has rights that give it the current ability to direct the activities that significantly affect the investee’s
returns. The consolidated entity not only has to consider its holdings and rights but also the holdings and rights of
other shareholders in order to determine whether it has the necessary power for consolidation purposes.
AASB 13 Fair Value Measurement and AASB 2011-8 amendments to Australian Accounting Standards arising
from AASB 13.
The consolidated entity has applied AASB 13 and its consequential amendments from 1 July 2013. The standard
provides a single robust measurement framework, with clear measurement objectives, for measuring fair value
using the ‘exit price’ and provides guidance on measuring fair value when a market becomes less active. The
‘highest and best use’ approach is used to measure non-financial assets whereas liabilities are based on transfer
value. The standard requires increased disclosures where fair value is used.
AASB 119 Employee Benefits (September 2011) and ASB 2011-10 Amendments to Australian Accounting
Standards arising from AASB 119 (September 2011)
The consolidated entity has applied AASB 119 and its consequential amendments from 1 July 2013. The standard
eliminates the corridor approach for the deferral of gains and losses; streamlines the presentation of changes in
assets and liabilities arising from defined benefit plans, including requiring remeasurements to be presented in
other comprehensive income; and enhances the disclosure requirements for defined benefit plans. The standard
also changed the definition of short-term employee benefits, from ‘due to’ to ‘expected to’ be settled within 12
months. Annual leave that is not expected to be wholly settled within 12 months is now discounted allowing for
expected salary levels in the future period when the leave is expected to be taken.
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