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. ',The Cell Aquacutture buslness model has been spec;ﬁcally develo;:ed w parumpate m and henef‘ t from mcreasmg gtobaj demand fcr,.
; '.premium ﬁsh supplles - L .

“.In 2000 the Umted Natlons Food and Agrlculture Orgamsatlon reported that world fisheries production totalled 1304 milllon tonnes -
_ with 35.6 million tonnes being contibuted by aquaculture. World fisheries production excluding China stood at 88.9 million tonnes, of -
“which aquacutture contributed 1l million tonnes* With the world's population estimated to grow from 6.1 billion in 2000 tc 6.8 billion N
by 2010, :ogethcr with a prole:ted rige in ﬁsh consumpnon per persan, there is a global need for mcreased ﬁsh production 1o meet the

Wik piekul 2035

Sowrce: Food ang Agriculture Organisation, State of World
Fisheries and Aguaculture, 2002,

' With the na:ural seafood stocks stagnating, this world demand can only be met through hcrcased production by the aquacutmre indu;t

Trad:tional !orms of aqmculture continue to, face sngmf‘lcant issues, mc!udmg

. Enwronmental impact of intensive farmmg acuiviies; . ¢ - e .

Ccmp!ex systems that are often dsfﬁcult to operate and Iabour intensive !eadlng to hlgh productlon costs;

.. Lack of product consistency; -~ - s - - T T
.- Disease control difficulties and natura! dusaster rlsk in open water, envaronment_s and . SN

" Long distances from major markets AR

Cet] Aquaculture’s EcoCell™- techno!ogy and fully mtegrated “Hatch to Dlspatch" system readn!y addresses che ma;or issues facmg
tradmonal aquaculture producers, and ¢an take advantage of the growing world demand. ... © "0 LT I

.. The EcoCeti™ tochnology and “Hatch to Dispatch” system has been developed to capitalise on this slgmﬁcanz marke: opportunlty
whereby systerns can bc read:ly set up 0 suyit any Iocal condmons and market requnrements. L -
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a 6 1 PURPOSE OF THE OFFER

_'-“The net funds to be raised uffuily subscnbed after paymg :he costs af the Cifer (_mcludmg brokerage fees) are appmxlmateiy. '
- $4 500 000 The Company reserves t.he nght. w0 accept over-subscripmons of up to $2 000, 000 . . N

i _‘Funds r'alsed wnll provnde CelE Aquaculwre wnh the ﬁnanc:al resources to pursue .

Research and develoPment

The development and construcclon of the ﬁsh Hau:hery as detalled in Sectlon 4, 7 ~ Tl

.‘[6 2 uss OF FUNDS

e e, T e T e ) -~ IRTT

Minimum Subscriptiun 35.0m Maxirmun Subscription $7.0m
... Investment in Joint Venture companies (Section 4.6) © UL §1A00,000 T+ U S0 60 950 000
Investment in Hatchery (Section 4 7) $1,100,000 $l 500,000
"7 Cost of Offer (Section 12,13) .. 7o S L e e gg00,000 L T 8620,000 - T
Research and Development $450,000 $450,000
" Working Capleal T T T s §1550,000 - Tl LT g 680,000 S

Total fu.l_tds raised‘ o N $S,000,DOQ B _ _ _ $7,000,000

- The Directors are of the opinion that on completion of the Offer, the Company will have sufficient working capital to carry out its -

.. stated objectives. If the Maximum Subscription is achieved {A$7m), the Company intends to immediately after the Official Quotation |

. Date proceed to increase the Initial planned capacity of its proposed Hatchery and also secure additional joint ventures. The table - SR
. above reflects the allocation of funds in such circumstances. Should any of the four proposed Joint Ventures in India, The Netherfands Tlee
...or USA not proceed as set out ln Secuon I2 3 the Company mtends O.Use the allocated funds 10 secure alr.emate ]omt yentres (reler ST
also Secuon 4 9) y - - v

The aquaculwre lndustry is constst.ently expandmg and therefore busmess models are contlnually evoivmg Whllst the Company has - ..
... committed the funds under this Offer to be expended to meet the key commerciafisation and business objectives as set out in Section - -
. 4 9. these may be influenced by external market and commercial factors or as new opportunities arise. In order that the Company can -
nespond to these :nfluences. the actual leved and break—up of expendl:ure may dnﬂer from the above esumar.es '_ RS "







:{b) Composition of the Board =

. ~.._The names of the Directors, together

. -The Companys main corporate governance ... with details of their relevant qualifications .
'-pohaes are outimed below. . . "are set out in Section §.1. The procedures

é 6 CQRPQRATE GQVERNANCE

. The Board is responsible for the overall. - - constitution and the ASX Listing -
" operation and stewardship of the Company
- The Dlrectors responslblhties mclude

\' composition of the Board s determlned
) asfollow5‘ T e e
) iryrowdmg input into, and approval of, - T A ’
the Company's strategic direction and ~ -a minimum of haif the number of -
‘budgets as develaped by managemens; - - . Dlrectors will be non-executive,
.~directing, monitoring and assessing the "~ -~ and it is expected that ordinarily ‘
Company's performance against strategic - the majority of durectors mll be
business plans, and ensurmg appmpriate “ non-exetutive; -
‘resources are available; - . - the Board comprises dll‘ECl‘.Ol‘S with a
“approving and monitoring capum} B
“management and major capitai '
expenditure, acqussmons and
divestments; : -
- ensuring that there are adequate T

- internal controls and ethical standards ~ -
.. of behaviour adopted and met within the
Company, =" )

- Company; e
- 'where a vacancy on the Board arises, .
_ the Board will select an appropriate
" eandidate through consultation .
- with external parties based on the - -.
LT ‘consideration of the needs of the -
‘ensuring that the business risks facing ... - shareholders and the Company. Any -
- the Company are identified and that ..~ - such candidate will be referred to - -
. appropriate monitoring and reporting " ‘shareholders at the next available "
~. ‘controls are in place to manage these. - opportunlty for elecuon ata general
.. risks whilst acknowledging that such © - meeung e
_risks wili not be totatling eliminated;
‘the risk management function - - "7
- - Fequires that mechanisms be in place | -
. to review and monitor corporate - .~ The combined expertise in aquaculture -
- performance across a broad range of 1. .of the Aquaculture Advisory Committee -
risk and compliance issues affecting - - .. - is utilised as a reference by the Board of -
_-assets, personat safety, management, - | Directors 1o strengthen the Company’s
- finance, business operations, corporate - - - ‘standing in the aquaculture industry -
_governance and environmental issugs; . “_ _and academia, The members of the
. appointing the managing direcsarf . Aquaculwre Advisory Commirttee are
" thief executive officer, evaluating the ..”. . Professor Rocky de Nys, Mr Clayton -
- performance and determining the - -~ Smith anc Mr Perry Leach. The "
- remuneration of senior executives, and - - qualifications of the members of the -
-, ensuring that appropriate policies and - Aquaculure Advisory Commnteo are
.. procedures are in place for recruitment, - con;mned in, Sectlon S 0
‘training, remuneration, and succession ... - .
~planning;and " 7 -
... developing Inmatives for grOwth of
-n.'.prof‘ts and assets. Lo oo

(c} Aquacultura Adwsory -
~Committee S -

(d) Independent Professmnal Ad\nce
"The Directors may seek independent
: iprofessional advice on issues arising during

. The Dxrecwrs are Commlcted tothe -
* principals underpinning best practice in
. corporate governance, applied in a manner
“ which best addresses their accountabitity .
.. to shareholders. This is supported by a,n,, ’
/- overriding commitment to the highest .. -
*. ‘standards of legislative compliance and
- fnancaal and ethlca! beha\nour

-Chairman'’s prior approval whlch shail not.
B be unreasonabiy wuthheid L
o (e) Letters of Appomtment for
Non-Executive Directors =~ '~
-Letters of appointment are provided to
non-executive directors of the Company
- setting out the terms and condntzons of -
their appomtment. - SRR -

Responsiblhty for managing the busmess on
-.."a day-to-day basis has been delegated to

: (f) Remuneration Committee ‘
- 'the Managing Director and the man_a,gemlen_t -

~-established and consists of Peter Joseph -

_twice a year, It determines and reviews
--. remuneration arrangements for the =
-Directors and the executive team, The '
- Remuneration Committee assesses
. ‘the appropriateness of the nawure and - - -
" amounts of emoluments of such officers

. fur election and retirement ofthe "~~~ .
"(a} Respons;b:l;ty of Board of Dnrectors _-Directors are governed by the Company’s - -

" Rules. Subject to the constitution, the - -

executwe team

range of experience encompassing the - .
- current and proposed acnviues of theb' . An Audit Committee has been "7
‘ - gstablished and consists of David =~
- ~Thomas (Chairperson} and Lee Boyd
- - The Audit Committee reviews the
" “performance of the external auditors .
- on an annuzl basis and wili meet with -
- them at feast twice a year to review .

.. results, the adequacy of accounting | "
" and financial controds and to obrain "7
- feedback on the implementation of the .
" recommendations made. The Audit -
. Committee will also review the draft
financial statements and audit review
Creports at year end and half-year -

".end and recommend acceptance or _'

- (h) Ethical Standards
- The Board is committed to the .-
“establishment and maintenance of ~

_-appropriate ethical standards to

: _Govemance Policies and Practices )
- On admission to the Official Lisy of -~ ™™
" ASX, the Board will dicect management
-the course of their duties, subject to the - f _to review the Company’s corporate - -
i light of the ASX Corporate "™ -
" Governance Council’s pringipals of - 7
" good corporate governance and best
-, practice recommendations. ‘Following
" - this review, the Board will consider the T
. suitability of any recommendations made - -

-Company's size and operations, =~ .

A Remuneration Committee has been

-Burns {Chairperson} and Lee Boyd, The - ‘
-Remuneration Committee will meet

- on a periodic basis by reference to -~

<" relevant emplayment market conditions. e

"It wil make recommendations to the
Board on these matters with a view to ~
ensuring maximurn shareholder benefit -
‘from the retention of a hlgh quahty

(g} Audit Commlttee

- the results and findings of the audit,
the appropriateness of provisions and
estimates included in the financial -

otherW|se thereof to the Board

underpm the Company’s operanons and o
corporaﬁe pracuces. s - ’

(i) Review ofCorporate e

" governance poficies and practices |

by management having regard to the - --







?.8 ASX LISTING

Wnthm seven (7) days at’ter the date of
the Prospectus, the Company will make
. apphcauon to ASX for admission of the .
_“Company to the Officfal List and of the -
Shares offered pursuant to th:s ProsPectus.

If thE Cnmpany is not admltted to the o

- Official List, and its Shares are not
'admitted to guotation within three months
~after the date of this Prospectus, the

X and will repay all Application monies -
wu:hout interest and within the time .
prescribed by the Corporatlons Act.. ]
r \The AS)( sakes no respons:bihty for the --

“contents of this Prospectus -

]Shares issued 10 promoters, seed P

a "~_caplt.al investors and others prior to the - .
-.. Qffer may be subject to the restricted

. securities provisions of the Listing -

. Rules. ‘Accordingly, a proportion of such
- Shares, to be determined by ASX, rnay be
'required 10 be held in escrow for a peried
- of time, as determined by ASX (further

Prospectus)

.- ‘with the Listing Rules and ASTC
. Setdement Rules.. '

- issue Certificates to investors, Instead,

~. Company will not allot or issue any Shargs ".

’ '_'of their holder identification number, in . - . -
- the case of a holding on the CHESS sub
" -register, In the case of an kssuer Sponsored -
'_ [ sub register, the statement will contain -~ - .
. the number of Shares allocated under the

. statement will routinely be sent to hoiders
- at the end of any calendar month during -

" details prowded in Sewon I2 I(H) of thus '_

_L incurred for additional statements.

K1l opemuc AND c:.osmc; '
DATES T

Cel] Aquaculture proposes to participate
-"in CHESS, operated by ASTC, a wholly
"“owned subsidiary of ASX, in accordance '-

The Oﬁer wlll open on 2 May 2005 0r . -
*_such later date as may be prescribed by
~.. ASIC {Opening Date), and will remain "~ -
~ open until 5.00pm WST on 2 june 2005 -
.\{Clcsmg Date} subject to the right of Cell -

. Aquaculture 1o either close the Offer atan - -
~ “earlier time and date or extend che Closing -~
' Date without prior notice. Applicants are
_encouraged to submit their. Appllca:ions as.
early as possnble. - T

Under CHESS, the Company does not -

" Shareholders will receive a statement

. .of ther holdings In the Company, Ifan
Jinvestor is broker sponsared, ASTC will
send them aCHESS statement.‘ " e
' S : .. "No Shares will be lssued on t.he basis of

. The CHESS statement qul setout t.he -this Prospectus fater than |3 months after
number of Shares allocated o ezch holder " the date r.\f thls Prospecr.us.

. under the Prospectus and give details - R o e

Prospectus and the Shareholder's Securny C
holder refereﬂce number. _‘ Yo :

A CHESS statement or Issuer Sponsored

- which the balance of their holding changes.\
A holder may request a statement at any .
" other time, however, a charge may be
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Horwath

Horwath Securitios { WA) Py Ltd
ABN 14 0D% 328 643

A member of Horwath International
12B Hay Street Subisca WA 6008
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5 ScopenfReview ‘ 3 Declaratlons

Our review has been conducted in accordance wuh Audmng o (a) Horwmm will be pald afee of $5 Q00 based upon normal charge o
. Sundard AUS 902 “Review of Financial Reports™. Our review - rates and professional time inourred in the compifation of -~ -
“was limited primarily to enquiries of company personnel, review - . - . information and the preparation of this report. Theinvolvenent -~
of:he historical and profortra financial information, analytcal * ™"~ . -~ of Horwath in the prepara:lon ofthls Prospecms is Imzred to the ;"
proceduresappfedwﬁnanctaldata.perfomxancedmm R preparauonofth:srepon “_;_ S e T
- " limited verification procedures and comparison of consistency in - ‘
app!lcatlm c:f accauntmg smndards and pdlcles B 'j‘ {b) Horwa:h Wwas not mvolved in any other asPect crf this Pms:pecms ) :
e ’ _ " and did not authorise or cause the issue of any other part of this - * .
Thaepmceduradonotpmvdeaﬂmeendencematwould Prospwusa:ﬁwehaveaﬂyrssuedouroonsm:m respectcfr.he R
~ be required in an audit, thus the level of assurance provided is - |ndus|onofd1ssreport|nthlstspecr.us HEEET o~
- less than given in an audit. Wehavenotpeﬂon‘nedanaucﬁtand . Cw e o -
T accordmgly we do not exPnes an audm oplnlon Chme LT (c) The author of this report does not.have any injerest in Cell or the,
L sharesoﬁeredbymasl’rospecws """

6 ' Statement

: e T e e T "(d) ThegMngcfourconsentformemcmlonofﬁmreporunmb
Easedonourrem.-w nodmghascomuowmnonmat- f Prospecwsshmﬂdnozbewkenasanendormnof&llora .
. camsmmbdnevematmefmcuhnfmuonas setoutmh' recommendaumbyHomathdanypamcupaummmeoﬂerbyany e
‘..‘ Appenchxl 2and3doesnotpresentfalriy - . inl:endmglm'estor's T

"-_"(e) Theauﬂ!orofdusreportgwesnoassuranceorguarantee e
. whatsoever in respect of the future success of or financial reeurns - "7 " -
assocntedwrthmesubscnpuonforsiuresbungoﬁemdpursuantto_ RS

. .) the resuls ofCel] for :he it year ende 3 December 2004 'f

‘ u) the statement dﬂnancml posmon ofCell asat 3I December
2004 and

) d1eprofonnastatementofﬁnancuaiposmonofCeliasatJl ‘(f) Thlsreportshouldbemadasawholeandnopartofltquoted
- ‘December 2004 adjusted to inchude funds to be raised by the .. - - . - otherwise mferredmorproducedwumou: prmrwn:tm consent o
Prospecwsandthecomp!ecionofn‘rea'amacuonsrefewedwm Coe ofHorwam S S . AR

- Now 2of Appendix 3. R e e

' el S 'Yoursfalr.hfuily i ‘ oL
maccordancemmmeamomungmeﬂwdoiogy reqmredby T -

--applicable Australian Accounting Standards, Urgent lssues Group T ng 39,1—.-1 55‘_“&:..—:.:-_, (.__;.q)@., j_“b e
- Consensus Views and the accounting policies adopted by Cell ’ _ : NERE

asdescnbedmNotelandondmbasisdmeassumptmsand N e
,transacmmsetwthppmde : e é,_.,,_;amf:h e T e
S .77 GLYNOBRIEN L - L
"... Director ~ 7 o
o ; o HORWATH SECUR&TIES (WA) PTY LTD
Othcrdmnd'\emattersrefen’edtolnNoae IOwAppendix .,"-‘;fll Aprrl 2005 w0 )
.+ 3, there have been no marterial items, transactions, or events - — . -
- subsequent 1o 31 December 2004, which relate to conditions . 1~ - '_: . e
S emmgaidmbahncedaxemd\requwecmmemor EETEEL S e e e
- admstmenttod‘neﬁguresmdnsreport e e e e T

Subsequent Events o .' f.'ﬁr.‘_",':'

To the best of our knowledge and belief, there have been . et T
.- no material items, transactions or events subsequenttwo 31 - e L T
"~ Decetaber 2004, which, although they do nor relate to conditions .. .
: - existing at that date, woddmerdsamemmefgures in d'ns S
report w be rmslmdmg. :




Horwath Securities {WA] Pry Led
ABRN 24 009 178 841

A member of Horwath intarnational
128 Hay Streer Subrace Wa D08
Tutephone (D) $360 3400




Horwath Securities (WA) Pty Led
ABN 24 009 320 ¢4)

A member of Horwarh International
128 Hay Street Subizco WA 5008
Telophone (08) 3380 8400




Horwath Sscunitiay {WA] Py Lud
ABN 24 009 Y18 643

A member of Hor wath Intermational
128 Hay Streer Subisco WA 6005
Telephone (0B) #3850 8400




HMorwath Securines {WA) Fry Lid
ABN 24 0G5 228 643
A member of Horwarh Incernational

118 Hay Strees Subiazo WA 6008
Telephone {0R) 7185 3400

NC)TES TO THE STATEMENT OF FiNANCIAL POS!TEON AND STATEMENT
;“OF FiNANCIAL PERFORMANCE

) -';-(g) Pmperty, P!am: and Equ:pment

E Thedepredanon rates used{nread'u c!assd :‘

0) Employve Enm:lemem:s
N deprecmhie assets are: . :

".Pmperr.y Plant and Equipment are brought RS Provtsnon is made for the company’s habnhty for '
~to account at cost or atindependentor " C}ass of Fixed Asset Deprecnamn rate - empioyee entitlements arising from services. .
" directors’ vatuation, less where applicable any . Bualdmgs . T rendered by employees to balance date, -
. accumulated depreciation or amortisation, - - Plant and equ:pment o 5-._40% L _Employee entitterments expected 1o be sett!ed o
:Thecanyingamountofpmperty.pfant\-n x." el T _within one year together with entitlerents - -~
““and equipment is reviewed annually by - (h) Intangrbles - .T"‘*._:' \‘ " arising from wages and salaries, annual leave .

: directors 1o ensure it s not in excess of the - “ andsid(lemvd\immilbesetdedaﬁerone '

. ‘recaverable amount from those assets, The © .. * Patents, Technology and Licenses are valued - - year, have been measured at their nomina! -
. recoverable amount is assessed on the basis ~ \' ‘in the accounts at the cost of acquisition and - - .' amount. Other employee entidements pzyable
.. of expected net cash flows which willbe = ™" . are amortised over the pericd in which thei; -1" " later than ene year have been measured at

~the present value of the estimated future cash
- outflows to be made for those entitderents, -

-.., received from the assets employmemand berleﬂts are expec:ed o be reaﬁsed
: subsequent dlsposal e
- - (a} Research a.nd Develapment

S Costsmcun’edonmsearthanddevelopmmt_

. determined as the difierence betweenthe . . projects are deferred o fusture periods to - o e
'-cmrymgamountdmeassetatmeumeof__ - theexmmdmttheymacpeuedbeyondany L

- disposal and the proceeds of disposal. Any *~ - . . reasonable doubt to be recoverable, Deferred .. '

- realised revaluation increment relating to the_ -+ costs are amortised Trom the commencemenr.
“disposed asset which is included in the asset .. of commercial production of the product to .
revakiation reserve is :ransferred w the . .which they relate on a straight-fine basis over
. asset reafisation reserve.. ; t:he permd of rhe expecced bene'frr.. ’ o

?_'\‘;Thedepreaablemmtdallfxed L Whereagranusrecewedorrecewab!em e
- -~ assers including buildings and capitalised - " . - relation 1o research and development casts -
-leased assets, bmexchsdmg{reehold!and '_ ‘which have been deferred, the grant shallb_e_ ‘
“are depreciated over their useful lives - % deductedfromthe carryingamoum RS
- conwmencing from the time the assetis held .. R
" - -ready for use. Propertes held for investment ~. " Where agrantlsrecelvedorrecervable in e
. purposes aremtsubfecttoadepremaﬂon -. -~ relation to research and development costs 0T -
-charge, ©. : Mud\havebeendurged:od\eprditandfoss
B '- account during this or a prior financil year, = = ™~ -
~.Thedepreciationamountoff‘ncedasset.s T megrmshallbecredntedmﬁse&amemof_. LT
-including buildings and capitalised leased . - e T

‘Fmamal Perfonnance 1 e
.assets, but excluding freehold land, is s SRR
depreciated on a straight line basis over their . Where a grant is received in miatxon to the tax -
. usehd lives to the company commencing - benefit of research and development costs, :he
- from the tme the asset is held ready for use. . - . -grant shall be credited o income tax expense
S T e e T e e T i the Statement of Financial Performanee,
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e W NOTES TO THE STATEMENT OF FENANC!AL POS!TEON AND STATEMENT
: '.‘_."\"OF FINANCEAL PERFORMANCE

S -accounting policy, which determines ~-.
. the recoverable amount of an asset on
-, the basis of undiscounted cash flows.
.7 "Under the new policy, it is likely that "

* impairment of assets will be recognised -

T "I'Ius financial mporthas been prepared
- - SIRRLREEE s _inaccordance with Australian accounting
'_As at rhe date of this report there were no - . - standards and other financial reporting -
. -apuzl commitments forthe Company - -requirements (Australan GAAP). The - ~*. ...
* differences between Australian GAAPand - .
- IFRS identified to date as potertially having s sooner and thae the amount of write—
~ a significant effect on the economic entity’s - ...~ ' downs charged to the Statemenc of - o
L .. financiat performance and financial position - s -"‘-_Financial Performance could be greater Ll
a As at the date af this report the Company had - are summarised below. The summary should IR o
- executed Heads of Agreement to enter into - '_‘- not be taken as an exhaustive list of all the -~ " (), Equlty-based compensation benefits .
. four joint ventures agreements with separate | . differences between Australian GAAPand ™ * " . Equity-based compensation in the form of .-
... partners in the United States of America (2), 1 -~ IFRS. ‘No attempt has been made w :dent:fy - ~shares and options will be recognised as - .
. The Netherfands (1), and India {1). These .. 'j all disclosure, presentation or classification “. expenses in the periods during whu:h the .~
Heads of Agreement commit the Company - . differences that would affect the manner in '_'“ employee prcmdrs related servaces. -
- and each prospective jaint venture partner to - whlch wransactions or events are presented. R ‘ . D
-formasepmwmpmyfwﬂmpumosesof ' (d) Comparatwes ----- S
- pperating the land based aquaculre sys:em " The Company has not quanuﬂed the . \ ." .. Changes in accounting pohc:es wﬂl be -
" - developed by Cell. The Companyandthe .. ... effects of the differences discussed - L - .~ vecognised by restating compara;nyqs_ :
"+~ partner will each hold 50% of the issued ~below, Accordmgiy, there canbeno " > .‘ rather than making current year -
: .:_'ﬂ_capita! in the new joing venture company. Ear.h . assurances that the scatements of i‘manclal .. adjustments with note dlsclosure of
.. Heads of Agreement stipulates that each party - - performance and financial position as - - L pnor year effects
... will provide initial funding to be used for the - disclosed in this report would not be ‘f = - :
"1 purposes of establishing each new joint venare | . significantly different if determined |n
. company. The total initial funding committed accordance wir.h IFRS CORR VR
... by the Company under theses Heads cf L

:':':-.“_""AgneemenusAUSﬂS.OOO

; 10, SUBSEQUENT EVENTS

f';-‘a conm'mm‘rs

g, m‘rencsrs lN]OINT
VENTURES.. :

- The above should not be regarded asa '_ T
- -camplete list of changes of accounting - .. ="

e w0 T policies that will result from the - 1
. The key potemral :mpllcanons ofthe . - - 71 "transition to IFRS. This is because, "
‘ T conversion to IFRS on. the company areas .. “as yet, not all standards have been -

- '. follows ':, L . . . analysed nor some decisions made -,
- . e T - where chaices of accounting policies
. " There have been no other material kems. - . - Aa) lncome Tax o wew teee T are available, . For these reasons itis - 0L
" ... transactions, ar events subsequent tothe = " .. . Income tax will be cateulated on the : ':'; - . not possible at present to quantify the "

. date of this report which refate to conditions " “bafance sheet” approach, which will -impact of the transition to IFRS on - - .
©""existing at that balance date which require - 1. "~ "result in more deferred tax assets - " -the Company’s financial posmon and

*gomment orad|ustrnent tothe frgures in this 2. and liabilities, as tax effects follow - reported results “““ >
! report. SR o Teee 0L 0 the underlying transaction, some tax ' :
T - : ""_'.effects will be recogmsed in equity. -

CH INTERNATIQNAL FlNANC!AL e

---REPORTING STANDARDS o (b} Impa:rment oi Assets -

L T " Under Accounting Standard AASB

e “":The Auseratian Ac:ou.mting Standards S Le3e "Impairment of Assets”, the :
... Board (AASB) is adopting the International. .- ‘recoverable amount of an asser is

- Financial Reporting Standards {(IFRS) for - - determined as the higher of net selling -

o apphcauon 1o reporting perlods begmmng " - price and value in use. This will result . '_ e

- onor after ! }anuary 2005 ~+. .7 'ina change in the Company's current = e T
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: 4 Independence
"‘_The aurhor has no ﬁnanttal matenal or.’
. other interest in Cell Aqua, Expenses |~
-, incurred have been reimbursed at cost |
“and a fee for services has been charged -
“..at normal commercial rates that are not
. contingent upon the outcomes of the
Pnospectus : o

A'S Previous relatlonshlp
- :The consultant has had no - .
- prior relationship with, and has not. -
_previously provided advice w, Cell
-+ Aquacufture Limited, In Movember - -
.. 2004, the consultant issued a quotatnon .

" .not 3 related party nor controller of Cell .
“development of an aquaculture project in
"No engagement has arisen from the

" quotation and the issue has not developed
. "~any further - ; :

-6 Scope ol' Report :

“Dr Fler.cher was engaged by Cell Aqua w

*~ inclusion in its lnmal pubbc offenng ProsPecu.as

.a) a review of Cell Aqua's “Technology A
including a discussionon; ™ -
L) mmecedmologypwpormodo
. 1iy, whether the technology ™
. - accomiplishes what it purports w cto
b)a review of the “Marker Applmtions" of the
tedmology including a discussion on: * ’
-'i) -potential markets for d1e
" technology: : e
ii} the importance of the technology., ;
m) market growth drivers and -
c) areview of "Competmon mcludmg a
*.. - discussion on; -
i) - what competing products are
s avallable in the marketplace;

t.echnology

R £ Summary of lnformatmn Sources
) ._'_lnformatlon has been derlved from 4
" sources.

A R e ;t"" g ‘_.,__?L -y

-:.8 Ce[l Aqua Technology

- 'Celt Aqua's techno!ogy is based on the
. “concept of land based recirculasion -.*-" v -
_'-aquaculture systems {RAS) which is an g g "

~. 10 provide advice to a third party {whois .-

** Aquaculture) in refation to the possible ~~

_"the UK using Cell Aquaculture technology. .

. invertebrates found in either freshor -~ -
'. _sea water environments. Essentially, RAS -

- -prepare an independent technical report for

’ ") ‘the uique feamres ofCelI Aquas . " might occasionally be sub-optimal, ltis
‘ ; tonsidered to have high culture potential in.
. Australia particularly # producers diversify -

“into a range of processed products to - 7
" avoid the commodity labet and manage to - o
. further redu_qe_ grpdchon costs thraugh . -

- staff and site mspecuon lrom 4~ 7
january 2005. ) X
~A range of reports, dotuments. data
“.and a draft company prospectus o
prowded by Cell Aqua. -

prOjectS

" aquatit food production methed other

“than the use of ponds, flow through Ia_nd N
.-based tanks or sea cages. Therearea ™"
: .,‘\range of systems available on the market - -

with varying performance capabilities,

In general, RAS technology is applicable * -

.10 the culture of both fin-fish and

- involve the recirculation of a significant
~.proportion of the same water from the -

.[fish producrion tanks through a series o{‘
- “mechanical filters, solids concentrators, .
‘biofilters, sterilizers and oxygen injectors . ©
- before being returned to the fish tanks at -

. the appropriate temperature for optnmum ':

.- fish growth. Cell Aqua's technalogy, .
. referred to as the EcoCell technology, is -~ -
. based on this principle with 2 number of - -
. modifications designed to meet specific j,'\ E

" 'market opportunities where thereisa .

close to the mam markets. PN

The target species to which this report -
" refers is Barramundi, Lates calcarifer. This .
.- species is considered to be well adapted - .
-. .10 culture in RAS exhibiting good growth
. "at high stocking densities. fris generally
- a robust species not overly sensitive . -
""" to standard farming operations such

as grading or culture conditions which

e e g T

- Discussions with Cell Aqua directors, . increased efficiencies. There exist good ™
B export markets for fresh and lwe produtt o

. '9 The EcuCeIl Technology

.‘-,_Thls section dlscusses Cell Aquas clatrns -
-for its EcoCell technology, the supporting -
“evidence and the consuitant’s response to -

. Published scientific neports in peer' R
: .--rewewed journats, - - L
i w Discussions with academics workmg e
--with Cell Aqua on collaboratlve -

- EcoCell technology is a modular seafood B
- producuon system: i - S

.producuon ta. meet market demand.

“technology would aliow for expanslon_ e
. through additional units to increase ~

. different species. The system could aliow. f"
~. for flexibility of production in terms of .

| the species base and market products ina-
'compeuuve seafood market. - ‘

' ‘9 3. with lnnovotlve desagn and . .

: i) Module approach extends the options -
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__such chims, According to Cell Aqua the ©

”",-"9 l that can be establlshed anywhcre e
in the world pravlded essentlal’ services Tl
are avallable

The EcoCelI technology system benefits ~ - 7
" from the standard asset of RAS technology } AT
‘in that it allows Barramundi culture to be = - 7w L
‘performed wherever the essential services . - ™.
‘of power, freshwater and waste disposal .
* . faciliies are available. This includes brown .
.. field sites or sites unsuited to other forms
. of fish production and where potential -
- “conflict with other land users pretludes
aquaculwure development using ot.her
'productlon methods

82, that al‘lows for expcmsmn of

. "The modular form ol the EcoCell -

production at a specific site. The EcoCell

- technology could altow for diversification... "
- of the species base on one ske assuming -
. ...that the technology can be adaptedto *. - -
“demand for fresh / live fish producmn .

meet the environmental requirements of

" operational. features for reclrculntion
“._~uquaculture - L

) i‘The EcoCell rechnology system does have L
- a number of specific features that mught be

novel lor RAS systems

.. . .

“for location of this technology in either . .
. purpose built or pre-existing buildings .-
- allowing for provision of seafood close .-
to market a_reality for Barramundi, . >
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“than the current ‘DY — ended raceway
" design for commercial applications. Thts,rl ‘
"~ approach should facilitate optimal DO -
toncentrations in commercial systems - ,‘
. since circular tanks are better suited to -

- removal of suspended solids which can

‘influence bacrerial activity and DO levels. -

X biofilter design and operation which should .
also assistin cmproved management of
- water quallty R e

- c} Nnnte R T

" The EcoCell technology specrﬁcauon for -,

-“system nitrite levels Is <10,0mgl’

- “levels recorded from production data
supplied by Cell Aqua ranged between 0 i

" =1.2mgl at salinities below Sppm. One .

" - measured at | Smgl at the higher sallnlty

- 1echnology system maintains nitrite -

‘ions in the water will also reduce any
-, toxicity associated with the nitrite ions, It
--should also be emphasized that some of
. the higher nitrite readings -~ .- . "
{1 Smgl )were recorded during - L
_~ experimental trial work rather than a
.-commergia! scale production period under
'normal operatlng procedures '

.. The EcoCefl technology specnﬂcataons L
-for system ammonia levels is <0,Imgl .
_"According to data and information suppl:ed
- by Cell Aqua ammonia levels do not .
- exceed this upper limit during production
- . indicating efficient biofilter operation -
~ . Twithin the EcoCell. With respectto - -
-~ Barramundi production in RAS the ab!hty
"-_of the operator 1o physically manipulate

" water pH and salinity which both influence .-
" 'ammonia levels and greatly facilitates the -

. practical protection of the stock from any .

. problem develops

) e} Carlmn dmxide

10 recommend use of circutar tanks rather."

| —‘—'f) N:trate
_ The EceCell technology speciﬁcatlon for- .
* In addition, it was also clear that Cell Aqua - _“system nitrate is <200mgl . Data from =

- were actively making improvements to the -

hmlt

- ‘.g) pH and salimty s
L ,_‘pH and salinity control in the EcoCeII
... technotogy is dependant on daily -

. Mitrite " ..

_bi:arbonate added to each unir.. R

;'record of water nitrite concentration was .-

.. “levels within the range specified for the - . -
"7 technology. in addition, since the system is -
- -~ pperated under brackish water conditions -
. (<5ppt salinity) the existence of chloride. - -

.? 7 with mlmmaf water. umge and lon
'assoclated wlth water purl'['catzon -

....One o‘f the most sxgmf’cant sources of -

- the purification of tontaminated water S i
. from the fish production tanks, Thisis = -
--usually associated with protein skimmers - -
" in marine systems and the use of belt or.

,__‘_uses a separate mains freshwater supply .~

. ammonia Increases. tn the event that. such a

_system carbon dioxide is <25mgl’. The "~ -
"~ EcoCell technology recorded operational -
" levels were well within this range mdnca:mg
- - efficient carbon dioxide stripping 2 and

) .removal from the system. .

production runs during 2004 / 05 conﬁrrn :
that the sysr.em was operating below t.hts

management by staff manipulating the ~
tevels of salt, freshwater and sodium .

_‘9 [ w!tb secure opeméwn at stockfng
densltles up to Sﬂkgm EE L
" of 28.6ppm, Consequently, the EcoCelf . o SR
_ The production data made avallable by Cell -
- Aqua demonstrates achievable stockmg
* densities of between 42 — 48kg/m’ using -

- EcoCell technology and this levelis - -
commensurate with densities achieved in -
" ~some commercial freshwater recirculation
- farms for species other than Barramundn
.. -Stocking densities of 40- 50kglm are -
" considered suitabte for Barramundi and -

" the EcoCelt technology system is able
-t support this species within this range.~
- under opdmal water qua.ht.y condmons

_water loss in RAS farms occurs during

drum f‘]ters for remova! ol sollds >50u
The hel: ﬂlter devetoped by Ceil Aqua -

.. for remaoval of the solid waste from the - -

nylon filter screens. This is clearly a saving -
" in terms of avoiding water loss from the -
.- production system, Some RAS farms use "
-... - system water for back flushing filters which -
. " can constitute a significant loss of energy "

" "systerns appear to replace only minimal -

A operations Cell Aqua reports that less "
L than 5% of system water is replaced da:ly

that an efficient RAS farm wouldbe ™ ™

- The modular form of the EcoCeII

- ".via contaminated equipment, workers.

"~ . between modules in the same building " -
* -..cannot be guaranteed. However, where - -
"2 larger production facility is sub-divided .. " -
“~-. inte a number of smaller unics housed. o
" "in separate buildings then disease DT N

. f_ an event and the company has sensibly "

" fingerlings eﬂr,ermg fur,ure commercla!

'l'Hygiene appeared good at CeII Aqua mr.h
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since this water wilf have been purified " -

L .and possibly heated prior to entering the, S

“production system, EcoCell technology .-

~.amounts of system water on a daily basis. . .
"During freshwater (<5ppt) production - -

DA levet of 5% or less da.tly water - vt
. replacement is within the expected range "

‘-.'expected to operate, The reported FCRs,

" growth rates and survival of Barramundi <~
" in the producton system indicate * - ... "

“-.that EcoCell technology is capable of -

~_supporting adequate conditions for culture -

- of this species at the low rates of water
_ replacement reported when system warer .,
- qualr:y and management |s opt:mal -

2. 8 thut reduces oppor:umty for
'disease spread 'f-_ e

"“technology system may timic the
" immediate spread of disease between - ..
".separate modules in the same building.
-However, disease organisms can travel

_and aerosol methods. Consequently, -
- elimination of disease transmission

‘

‘transmission o the entire farm might be .
- Itmited with strict husbandry contro!s e

lOr;her than farm personnel the most hkely -

"--source of disease Lransmission to any RAS e

. 'is via the fingerling supply from another )
hatchery, Cell Aqua has experienced such.

.. realised the necessity 1o become self- * .
- sufficient in fingerfing supply thereby .©.
Ureducing the risks of inferior quality - -

B _operauons A

"foot baths containing clean disinfectant, .
high quality work-tops and facilities for - -

.. footwear changes prior to enteringthe. "
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" the survival rate of the ﬁn,gerhngs Is much ~_"and freshwater species for which the

“--higher. The introductlon of recirculation .
_‘ systems has sped up the development
.of reliable and cost effective hatcheries
'Commercial pre-growing units with -+
. -.recirculating systems are now used (o
- produce fish welghing several tenths of ©
- a gram at the end of the cold season. - -
. . This increases the productivity of cage
. structures, offers the possibility of -
“introducing the fish into Jess sheitered .- - product. Recent estimates, based on ™~
~.areas and Improves attempts 1o meet - -
marker. demand (Blanchet.on 2000)

rin Asna Pacrﬂc Is severely Ilmi:ed

?'-ln Assa, apart from the generaj demand
“for seafoad supplies, specific markets

- offer attractive business opportunities -
-for both market size fish praduction and

- N i “Hong Kong at 13-14.000 tonnes, with -
- 0 2. RAS nnd grow out 1o mart(et srze " a retail value of approximately US$400

e e L T ._‘approxima:ely 100 Hong Kong licensed -
. '.RAS technology has atready been proven . live-fish transport vessels to declare ~ ™ -
- -for market production of some freshwater | -imports entering Hong Kong by sea, these.,
.. _species but the real economic potential for
- maring species remains unclear although,
."there is an increasing number of marine =™
"-grow out units being constructed. This =~ “total regional trade has been estimated -
- “Jateer market will be more restricted until
) _ companies can consistently demonstrate ™. et ak. 2003}. By 2010 seafood is expected |
the producuon economics of marme RAS
R U - consumption per capita in China, Marine
II Marlmt Opportumtles for '
; "Reclrcuiatuon Technology
.. The demand for increased producclon of
.- seafood has been combined with even .
. more stringent demand for product -
traceabmty and environmental control -
.. over production technigues. Consequenr]y, .1.
"-.)and based recircutation aquaculture is - .
.. one area realising increased development., .
—M'Current markets for the introduction of - -
...RAS technology include both new hatchery -
.. Operations and the preducnon of market "
snze ﬁsh B . L .

. - marine aquaculture industry. Culture of -

'-rr'rate of 27% a year smce !936

',"or supplies of sub-standard stock from - .
- use of RAS in hatcheries could make ~ ~
a significant comrlbuuon o |mprovmg

Aj-,productlon S -

‘ .2, Markez sfze f‘sh productmn

. H l Fmgerﬂng producn‘on 'ﬁ' K R ;
- : Tae e T 'tn the seafood suppty {market size ﬂsh)
- World total demand for fish and ﬁshery
-products is projected to expand by 49
" million tonnes by 2015, Demand will -~ .-
'be greatest in developing countries, - - - : -
_"Aquaculture will have an increasing share - :_'[) Low volume sarel!:te farms A
. of total production maybe as high as 40% .- -~ modular recirculation unit may -

.. and mariculture in the Asia-Pacific region . -~
“will play an important role, Barramundi, ;... " supplying marketable Barramundi ~ -
“.the species under consideration for this |~ -, - "into centralised processing plants. .
" report is included with a vast range of -
" -commercially important tropical marine

.uslng recirculation technology has
_‘ . 'potenuai 10 target markets for .

" “supply of fingertings to the ongrow sector T

" like the live reef food fish (LRFF) trade _;'-‘__{

"’ Under the guidance and management .
. the fingerlings needed to supply theend -~

declared imports of LRFF into Hong Kong - o
afone, put the annuat valume of rade intg -

- miltion. As there is no requirement for ﬂ]e
" -trade for Asian markets Wll:hln Europe -
estimates are almost certainly lower than .~

- “actual imports, which are more likely to " -
be 15-20,000t annually (Sim, 2004). The . Z.‘

- Asla in relation to the direct supply -
o be as high as 30,000t per year {Sadovy

" to supply more than 50% of protein - -’ s

1. " fish culture is relatively smalf in tonnage, - : )
- -but it is the fastest growing sector ofthe e

. marine fish has been growing at an average : -

Much of the fish culwre in thls region is v - " major destination for consumption "

‘based on wild caught supplies of fingerlings . -
- poorly designed hatcheries. The greater, \ - mcreased incomes in maaniand Chsna

Tz The lmportance of RAS
.‘ ”"Technology " .
- 'There are several areas where the -
.. - strictly controtled environment provided

_-sector the general production technl_qye_ = .. technology can present improved
L opportunmes for sustalnable ﬂsh L

. 'production

. .‘RAS promote opporiunities for -

“-suppart the concept of satellite farms. - - ,
* . through fish farm the water needed -

. This is the model esablished in . " =" .

parts of Europe for el productlon
.. where agricultural farmers with .
- “insufficient experience to undertake -
.~ large scale fish production in excess -
_:.of 100tonnes are able to diversify S
* from traditional meat production by -

constructing small eel production ™ -
*- plants in existing agricultural bu:ldmgs ot

"“of an experienced central farm which -
~..governs supplies of juvenile eels and .
~..contrels processing the farmers are -
able 1o diversify agricultural farm
‘,,'_mcome at a Iower risk _' T

n) Proriucuon of fresh product close o, "
--niche markets such as the live fish ~- -

and the US
m) Explomat:on of specmc market
.. opportunities for RAS technology in

- of live market size fish to the LRFF - -
trade. For instance, the ability of .
" Hong Kong to meet its domestic ' -
- requirements for LRFF is increasingly - -
“limited. In the past two decades, the - -
primary production from aquaculture . .
- (marine and freshwater) industry in =~ = -
Hong Kong has decreased from 9,500 " -
.. ~metric tones in 1988 to 3,600 metric "
" tones in 2003. Hong Kong remains the T

_of LRFF but of growing interestis the - -
- expanding market associated with ~

by recirculation aquaculture system - -

** food production with reduced - -~ .7 - T -
"~ environmental impact. In a flaw - DR

to produce tkg of fish is around 200 -
- 300m After use the polluted water
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- based ﬂow through systems, Increasing!y, L stained coloration of the water in the - - - particular farm environment or location, . :
*--companigs are realising the benefits of -.. " “production tanks, This coloration deveiops _ --Both in the tropics and temperate regions - - .7
~RAS for producing other species such .- - "due to the accumulation of specific ™ - techniques are available for recyeling - .70
as European sea bass in Europe, halibut - § - -metabolic by-products from the fish - . .- effluent waste from land based farms to °
-~in Canada and Kingfish in New Zealand. .~ " and a lack of knowledge about how such "~ --produce value added products that can -
. Buropean sea bass have traditionally - produces should be removed. Unresolved, . " improve the economic viability of the core R
"" 'been farmed in the warmer parts of the .. " -* “the staining effect reduces quality of the ~ - - aquacutture business while eliminating the -
. Mediterranean where cage culture is .. . - - - final product and limits production criteria - farm effluent problem (Hedskov & Hoimer '_
- the normal practice. In recent years, it " . -in the RAS. Generally, the staining effect ~ 200! l.anan & Franct, l998) -
- ,“_'has been demonstrated that this species . - - is resolved through improved system - -
“..._ may be farmed in RAS farms at near " >« . management using ozone (O3) to break .
. .market locations where cofder ambient - *.down the meubollc products e
- environmental conditions would preclude.. R
. traditlonal cage or pond cu!t.ure LR

"'i'-_-M 4 Processlng, research and
.devetopmem e

- Theuse of grone br some aquaculturists . - . "Cell Agua has approached the ~
- -is often avoided due to an inability 10 * ™ " “development of RAS with a fully mtegrated _“ |
. RAS Lechnology is specnf‘ cally hlghhghted “.master its safe use in terms of ensuring fish ~concept as to the essential requirements -
" in the European aquaculture research - - “health. Cell Aqua has succeeded In utilizing | for successful aquaculture dcvclopment
" " programmes as an area for continued -+ . ozone In this respect ta achieve clear " Some key pcum:s Include ]
development indicating the fevel of support. .. system water conditions. It was noted that N St
.. _within the established aquaculture sector .. - ‘some of the ‘D’ ended raceway tanks wlth a The company has lmplemented in- depth
- for RAS technology. However, it remains ™ higher stocking densities at Cell Aqua did. - giobal studies into the markets for - - 7™
“ that apart from the freshwater sector - -_':',retam an extremely faint discoloration - '.5 ... " Barramundi both in terms of volume . -
—i‘_commerclal marine RAS farms producing *° and soma suspended particulate material “- " - “trade and the acceptability of fresh, ~ "~
.-+ market size fish have yet to break through ... _ circulated in the tanks, However, levels of . ... live and processed products by the .
K '-_the proﬂtablin:y barrier, An RAS system -, ."suspended particulate material in the tanks .~ - international marker. Several value
" designed to produce a euryhaline specnes .- “at any particular time vary accordingto  --- ‘added products were sampled dunng
Tike Barramundi under low salinity .* - . the feeding regime. The indicative levels - " the visit and these were considered -
- ™conditions coutd possibly have a mar_kg!; ..~ ‘observed were not considered detrimental .'excel!ent in taste, texture and
" advantage over more complex RAS - " 1o the health of Barramundi, The ln:ended ~. presentation. The packaging of the |

. -systems designecf specrﬂcally for marme --."." use of circular tanks in commercial - _' “-products was attrawve and hlghly
j_",specnes e ;‘ o 2107+ applications should faver a more rap:d . ',:_strlkmg o
- ;suspended sollds removal from the waer. . -0

-.b, The company has reaitsed the ™ - e
" importance of being self-sufficient ~ .7
e R " in fingerling supply. This is a critical ©
o The technology utilised by EcoCeIi " development not only in terms of - .
-~ -technology for dewatering the farm - - - minimising fish production costs when ™
- The EcoCell technology units appear - .effluent solids was not seen in operation .- .. using EcoCell technatogy for market ...
" refatively simple 1o maintain and operate - | 5o a statement as to its efficiency can not_ .. - size fish production but atsa in terms. -
-... which could be a competitive market © - be offered. The technical process was ~ - . " . of ensuring consistency and quality
.. advantage for specific applications. -~ "however fully explained and its potential - ~. *." of fingerling supply. In this respect,
.. The general appearance of the EcoCell """ noted. It was also nated that floceulants _“the company has established firm el
.- technology system was a non- complex. "% were required to improve efficiency of - collaborative R & D programmes with . e
~ . . self-contained modular unit which should - this solids dewatering approach and the - . . -commercially orientated academics "
: - be attractive to non-specialised sectors of o Vaddiclonat cost to overall fish production. - ..~ capable of assisting the company with -
- 7. - the seafood market requiring supplies of . . is unclear. However, what is most ‘ ) resolving real issues pertinent to the
=" llive or fresh products parucularly of h:gh important is that Cell Aqua has actually - . " commercial production of Barramundi .~ """
quahty spe:les like Barramundl e " tonsidered the problem of dealing with "~ "~ and other commercial species like .
. BN L =0 " the solid waste produced by the farm. The -. ‘Murray Cod and Golden Perch. These -
o M 2 T.he wa:er pun!fmtfon sys:em -~ .- dewatering of effluent waste from both .~ . intlude the development of improved ™
- . .. - -freshwater and marine fand based farms - - hatchery techniques for commercial
. One notable problem with many “- should not be considered a problem buta - - . - fish species and refinement of diets ~ -
.~ comrercial marine and freshwater RAS - ’ - patential apportunity, There are AUMErous “-. . _‘._spgciﬁc to Barramundi culture.. ™ 0 -
" farms is the inability of the technology to. .’ technigues available on the market -~~~ . - " T UL U Lo
. resolve the problem of the brown “tea’ - . “-for solids recycling and suited to gach - -

L Speciﬁc Features of Ceil Aqua f. .
. _technology - -

_‘_ H 3. Waste management

‘.'!4 l Modular appraach

i
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-bpinion that there is an aspect of the aquaculture system which could possibly provide the basis for patent protection, albeit of a limited -
“nature. Each country will examine the respecuve apphcauon an sts rnerlts, and there wnli be an opportumty to argue the case in support
of the patentabahty of the mvenuon T A e e e ]

-~ B

e e e -~

Cautaonarr Remarks

?atents are normally granted only for inventions whnch are new and inventive, mvolvmg an advance over wha: was prewousiy known.
T : These concepts often involve a degree of subjective interpreration, and so there can be no assurance that patent applications will resuft
~ ... -in the grant of a patent following the examination process. In addition, there ¢an be no assurance that any patent which is granted in "~ -
“a particular country will be valid and enforceabie in that country. ‘There are many grounds upon which a patent application may be -
“refused and upon whlch a granted patent may be found mvalld mcludmg is techmcai mterpretanon and the r,echmca! mterpretauon of
“the pnor art. . . . - ; : : -

[ should be noted that the grant of a patent does not necessarrly em.itle the patem owner to utilise the invention whlch is the sub:ect
..of chat patent. Examination of a patent examination only considers questions of novelty and obviousness of the invention, and does not - ... .
‘consider the issue of infringement. It is possible for an invention for which a patent has been granted to also infringe an earlier patent - - ', el
- which is in force. If this is the case, the patent owner may have patent rlghts but may not be enutled 0 uc:!tse the mvenuon unil sur,h el
tlmeasr.heearherpatenclsnolongertnforce T T e e ’ .

‘ The scope of patent rights may not necessarlly be sufficient to deter c0mpetitors, as there may be commercialiy feasm!e a!ternatives, )
- or the scope may be narrowed durmg the apphcatlon process to an extent that protectlon u!nmateiy aﬁorded may not be suff‘clen: o -
_deter Compeutors A A R - . , . .

6 dee Marits

:'Ce!l Aquaculture is the owner of various trade marks, and IS applym,g l‘or or has obt,amed regnsr.rauon of those trade marks in varlous
Jurlsdactlons, parnculars of which are set out below: = .
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H Ofthe appllcancns lised above thOse des:gnated by numbers 829220 am:l 82922I are appllcatzons made under the Madrld Pror.ocol
- concernmg :he Inr.emauonal Regnstrauon of Marks. -_ "" T . ] . LT -

- JLA . . . - . [ [N .

"The trade marks CELL and the FISH logo are the subject of Austratian trade mar‘k appllcatlons filed on 24 February 2005. Under s

. the provisions of an international arrangement, known as the Paris Convention, there will be an opportunity for Cell Aquaculture ©
10 file corresponding applications in various other countries and regions of interest within six months of the Australian filing date. -
If correspondmg appllcatuons are filed in other :ountnes of interest within the six months. then the foreign appllcanons will take the.”
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enabte the EcoCell™ system to operate,
‘However, there is a risk that the Company
(or potential joint venturer or licenseg} -~
" does not have or cannot obtain all )
““necessary permits and or approvals to

. comply with all regulatory requirements -
..in the overscas countries targeted by Cell ..

. Aquaculture which would impact on the '

operatlon of the EcoCeli“‘ sysr.em in such Z

H ll PRGDUCT LIABILITY
‘ INSURANCE o

"The sale ami supply of the Ecc:.»CeIim
system generally is likely to require -

... - product liability insurance. A failure .

.. to obtain, or have available o it, such .
_necessary and any other appropriate

- share pnce.

i;.g_zbenéma_:.fms&s -

. Such factors as taxation and accounting -

practices, government legistationor -~ - P

‘intervention, terrorists, natural disasters, -

Cenvironmental damage or pollution, social -
upheaval and war may affect the prices of -
" product and or equipment, Asaresult

“the Company's revenue flow may be -

- affected by what is beyond the control
" .of the Company. Furthermore, general -

_ movements in the world stock markets and

- . general economic conditions, both locally -~
and globally may affecr. the Company s

-insurance coverage is a risk which may .~ .

» detrimentally impact on the Company., "







I2 i SUMMARY OF MATER!AL
L.CONTRACTS... | !

" In the opinion ofthe Dlrectors. the ™
" contracts summarised below together

.. the terms of the Offer and the operations
“. of the Company's business and as such -’
“are believed to be relevant w© pomntla!

ﬂmvestors in the Company :

(A} Dutch join: Venture -

. The Netherfands - .
.. (50% Cell, 50 tonne per annum .
Cfaciliy) T . el

. The Netherfands (see Section.12.I(F)). =~ _-.
- The President of the proposed Dutch joint .

- venture partner visited Cell Aquaculture’s -
-.Fremantle operasions in january 2008,

‘..__for—the Dutch ]oinf. .Venture are: - -

'.(a) that the pames will mcorpcarate a joint . (b) that the parties will negotiate and .

-venture company in The Netherlands

* for the purposes of operating the land . 7
" based aquacutwre system developed by © -
. Cell Aquaculture, A newly incorporated
_-Dutch based company will be used for -~
- this purpose and Cell Aquacufwre will .+ ~
" hold 50% of the issued capital of the ~* "~
", joint venture company for the purposcs ,‘A L

- 'of the Joint Venture, ~ -
. ._(b) that the parties will negotiate and .
- rexetute a formal shareholders deed -
—embodying the commercial terms of -~ .

" - the joint Venture and setting out haw -~ -
... the jointVenture will manage its affairs -
-, and carry on its business (Shareholders " .-
.. Deed), the tarms of whichwere "7 =

. substantially agreed under the Heads of
~Agreementiand

: (<} the obligations of the parties are -

- conditional upon both parties obtaining -

"~ funding of a satisfactery amount (to © |- -

. .be determined by each party in their

- .reasonable discretion) for the purposes. - -

- of fulfilling their abligations under the

" Shareholders Deed, such condition to . .7 ..
. [be met on or before 30 June 2005. . ™

(B) Umt.ed States }omt Venture-

. mfaculn:y)

- with the executive servites agreement -

.. Cell Aquacuture entered into a Heads of -
Agreement with a private company based in -
"The Netherfands dated 14 january 2005 to
_establish a Joint Venture in The Nerherlands B
: " number of potential sites have now been

*Cell Aquacutture has also entered into an - " identified and applications for all necessary

" Agency Agreement with a related company -
-, of the proposed joint venture partner to be - -

 ppointed as its sales and marketing agent in - The key terms of the Heads of Agreement '

- for the East Coast of the United Smes jomt
Venwre are: -

.

) -~ -(a)_that the parties wﬂt incorporate a joint
"+ accompanied by his legal and accounting - " o
" advisors and his operations manager who .
-.undertook the initial training program.. " -
- Cell Aquaculre. Cell Aguaculture wilt -

. The key terms of the Heads of Agreement

" ':' . funding of a satisfactory amount {to - -

- "-‘_'"reasonable discretion) for the purposes .

. East Coast e
__‘,(50% Cell, 50 tonne per anaym -

- - . . S Cell Aquacuh:ure has en:ered into a Heads
_referred to in Section 125 are materalto 4 Ag ent with 2 te company based
.. in the United States dated 7 February 2(105_
. to establish a Joint Venture on the East -

' ;: L._Coast of the Unised S:ace:s of Amenca

Cell Aquaculture has also entered lnto an -
. "Agency Agreement with a related company
--... of the proposed joint venture partner to °
- .. establish a sales and marketing cutlet in the
'South East ol t:he USA (see Sectton L2.1(F)).

iConsaderable rnarket feasibitity, ﬁnancnal
.modelling and pricing studies have taken place
-, for this venture over the past six months, A

approvats are currentiy being compiled

~‘venture company in the United States -
-"for the purposes of operating the land .
. based aquaculture system developed by -

- hold 50% of the issued capital of the
- joint venture company. for the purpcses :
" of the Joint Venuure;

execute a formal shareholders deed
"~ embodying the commercial terms of -
. - the Jolnt Venture and setting out how
- the Joint Venture will manage its affairs -
- and carry on its business {Shareholders
. 'Deed), the terms of which were -
| substantially agreed undﬁ the H&ds of
Agreementand T ) '
{c) the obligations of the parties are
- conditional upon both parties obtaining

be determined by each party in their ~~

" of fulfilling their obligations under the -
. “Shareho!ders Deed, such condition "~
"-t0 be met on or before 30 June 2005 -
- :‘u‘n‘l_ess extended by the parties, .. .

an Merherlands Joing Venture,







By an agreement dated 9 Ocsober 004 between CeIIAquaculwre and james Cook Unlversn:y (Tcwnswlle Queensland), the parnes agreed
- to the development and implementation of a research hatchery for Barramundi, The research program is to develop a research hatchery ™ -
in Townsville and conduct experiments as to bio-security of hatchery supply and also 1o investigate the performance of fertlised eggs of -

- barramundl. larval barramundi and ;uvenlle barramundr in respcnse w0 transport stress, usmg slmulated transporL The prolect s antlcipated

' tobecomplet.edmjme?.OOS - -

‘Pursuant to the agreement with ]ames Cook Umversn.y. the ownershrp of aII intellectual property (:ncludmg any invention, dESCOVny,
method or process of manufacture, drawing or design, patent or right to apply for a patent, copyright or rights in the nature of
..copyright) which arises in the course of the research project, including reports, shall be retained by James Cook University, However, -
James Cook University grants to Cell Aquaculture an irrevocable royalty free worldwide and non-exclusive licence to reproduce in any -
manner the cantents of any report fumished byjames Cook Unwersnty 0 Cell Aquaculture ln the course of the research prcqect.

- The Agency Agreements are on usual commercial terms for the purposes of the Agent offering the land based aquaculture operation « - - "
. developed by Cell Aquacuiture (Licensed Production Facility) for sale, within the designated territory as set out in the relevant Agency .
- Agreements, as goods manufactured or sourced by Cell Aquaculture, according to Cell Aquacuiture’s marketing documentation, =
.- specifications, prices and terms and in accordance with any sample or model supplied by Celt Aquaculture. The agreements provide that
‘Cell Aquacutture will pay a commission to the Agent upon an introduced customer making payment for a Licensed Production Facility -
" on specified commercial terms, The Agent must use its best endeavours to promote the sale of the Licensed Praduction Facility within '~.
. - the designated territory and enhance the reputation of both the Licensed Producdon Facility and Cell Aquacuteure as the creator of the
" Licensed Production Facilicy and Celt Aquaculture may in its absqlute discredion atcept or reject any offers from prospective customers to
“acquire a Licensed Production Facilicy, Either the Agent or Cell Aquaculture may terminate the agreement by written notice within 30 days ™
" "of the.end of the term and Cell Aquacutture may serminate the agreement by giving 4 weeks notice or if the Agent commits a breach of the
- agreement, becomes a bankrups or is guilty of conduct which in Cell Aquacutture’s opinion is prejudicial eo Cell Aquaculture’s interests. If
the agreement is terminated (other than for gross negligence or misconduct) Celt Aquaculture will pay all commissions earned by the Agent
-as a result of a customer being ;nrroduced by the A,gent to Cell Aquaculture durmg the term of the agreement lor a penod of I2 momhs ’
after termination, . . ...~ e s
A'.(G) Consultancy Agreement wn:h Intaqt.

Commlttee, as requweci from tlme 1o ume, 10 a maximum of 8 hours per month of consultancy services: - j‘

(b} the appomcment is for z one year term, A .monthly rewiner fee of $1,000 i isto be paid to Intaqt monthly in arrears. .

(d) should the Company require Intaqt w pmwde consultancy services in relaclon toa specxal project, the scope for such services will
be separately defined and the lees for such consultancy semces w;ll be agreed in wrmng between the parties based on !maqcs AR

standard consultancy terms.‘




j SubstantialShareholder




-~

,| 2 4 LITIGATION

The Company is not mvolved in any materual litigation or arbltratlon proceedmgs nor. so far as the Dtrectors are aware are any

: proceedlngs pend Ing or threatened agalnSt the Company

I2 5 mn—:assrs or~ omemons -

Dnrectors Shares & Optlons Holdmg

(I) The Dlrectors may subscribe for Shares under this Prospectus e T e T T e T ‘ A
.(2) Mr Lee Boyd, Mr Peter Burns & Dr David Thomas will each, upon the successful I:stmg of the Company S Shares on ASX be |ssued
-1,000,000 Cptions to subscribe for Shares at an exerclse price of 35 cents each on.or before the date whn:h is 3 years after the date of

nssue, bemg the Ofﬂc:al Quotat:on Date. ‘

Directors Remuneration

:; ‘-_“$200 000 in aggregate per annum, These fees have been approved by the Company ina genera! meeting on 2/ December 2004

The non-executive Dlrectors wlll fo|lowmg admissuon of the Company o the Oﬂ‘:c:al List. be, pald $40 OOD each per anaum in.
darecmrs fees ) . ;

A Dlrector may be pald fees or other amounts if the Dlrectors 50 determine where a Director performs special duties or othermse ’
- 'perform services outside the scope of the ordinary duties of a Director. A Director may also be reimbursed for out of pocket expenses

' '. incurred as a result of their directorship or any speciat duties. Mr Boyd and Dr Thomas have performed special consulting services to.

the Company in relatnon w0 thns Offer and have been compensated at normal commerc:al rates on an hourly bas:s for these services, .

In addltlon o the non-executive Directors’ fees dlsclosed above, the foliowmg executlve service arrangement has been entered inte: -

et - SR

erryman Leach Executive Service Agreement

™~ The Company has entered inta an executive services agreement wsth Mr Perryman Leach dated 21 Aprtl 2005 under which the

~Company and Mr Leach have established an employment relationship for a | year term deemed to commence on the date of Official -

. Quotation, with a | year option to extend granted to the Company. ‘Mr Leach is employed as Managing Director of the Company and -

[ is required to undertake the duties and perform the functions with respect 1o the business conducted by the Company. From the date

.. of Official Quotation, Mr Leach will be remunerated $150.000 per annum, inclusive of superannua.tion and other entatlements The
Company may term:nate the agreement for cause or by glvmg | months nonce 0 Mr Leach L - “

= Prlor w0 Ofﬁcml Quotauon Mr Leach has been pa:d fees for consultancy servites proveded to Cell Aquacuiture







o~ The Company must comply with such - 5
7 o S . tmes T obligations as may be imposed on it by the
' (e) Hayes nght GTO Pry Lid and Alan .. - Subject to any restriction on voting - - " Listing Rules and where appropriate the - -
. Thomas as the Companys ﬁnancral .. -imposed due to a breach of the Listing - - - -~ "ASTC Settlement Rules in connection with
Tadviser; . - L Rules relating to restricted shares or any -, “any market transfer and may not prevent,
‘Intagt — Integrated Aquaculture, .. - Tescrow agreement entered into by the - - “.defay or in any way interfere withthe .-~
*~..as a member of the Aquaculture -~ "~ . Company and a member, every holder - . " registration of 2 market transfer where to .
© ‘Advisary Board and as the Company’s . . of Shares present In person or by proxy, -~ . do s6 would be contrary 1o the prowslons )
aquaculture consultants, and each of the | " attorney Or representative at a meeting of . -of any of the Llsung Rules or ASTC . -
_:‘nominated personnel of Inuqt named in .~ ‘Shareholders has one vote on a vote taken Settlemem: Rules ,' -
-~ Section 57 e 1.by a show of hands, and, on a poll every - NS
.:(g) fan Gregory asa consultant and the "~ holder of Shares who is present in person Meetmgs & Notlce
‘Company Secretary; - vt g by proxy, attorney or representative - e S
(h) Advanced Share Registry Serwces, “has one vote for every one Share held by - - *Each Shareholder is entstled to receive -
- “the Share Registry to Cell Aquaculmre,. .~ him or her, bur, in respect of pardy paid -- . notice of and 10 attend generat meetmgs .
‘_(l ) Dr David Fletcher, as the Independent ~ . v shares, shall have a fraction of avote for for the Company and to receive all -
“Aquacuture Expert;and - Sl eax:h partly pa:d share o j 7. -notices, accounts and other documenr_s
(j) MrWarren Mead as apromouona! L T T e ~ reqwred to be sent to Shareholders under
- consultam‘, - e T '—A poll may be demanded before avote .. the constitution of the Company, the
T e e T ._-,Is taken, ot before or immediately after - .lCorporauons Act or. the Llstmg Rules
o There area number of persons referred -+ the declaration of the result of the shqw Ce ) L
1o elsewhere in this Prospectus who -- -~ " " ~of hands by the Chairperson of the .. Wmdlng Up S
-~are not experts and who have not made_,- - . _meeting. by at least five Shareholders - - : e e
~..statements included in this Prospectus _ present in person or by proxy, attorngy _The Company has only lssued one class "
"-nor are there any statements mada in this "’ or representative, or by one or more of Shares, which all rank equally in the. -
. Prospectus on the basis of any statements Sh._areholders who are together entitled " event of liquidation. A liquidator may, -
" 'made by those persons. These persons .. 'to not less than five percent of the total - ‘wn:h the authority of a special resolution ™
" did not consent to being named in this - .. voting rights of all those Shareholders *- of Shareholders divide among the -
_Prospectus and did not authorise or cause - havmg the rlghr to vote an the resoluclon . Shareholders in kind the whole or any "
- [.he :ssue of t.hls Prospecms ‘_ e T e o e e 7L part of the property of the Company, ar.d
----- s J.'i_-~.D|V|dends ' ..t 70w mayfor that purpose set such value as he -
R EEREE .;_considers fair upon any property tobe . '.. S
. "Dividends are payable out ol the - .. so divided, and may determine how the -
. T e e .- T Company's profits and are declared by " division is 1o be carried out as between
’ ..:'There is only one class of share on issue .~ - - the Directors. Dividends declared will * .- the Shareholders, The liquidator can with -
-.in the Company being fully paid ordinary - . (subject to the rights of the Shareholdgrs \ the sanction of a special resolution of the -
shares The rlghrs attachlng to Shares are '-.._‘and to the right of the holders of any **~---."-Company’s Shareholders vest the whole .
-~ +--share ereated or raised under any special " 'or any part of the assets in trust for the
" arrangement or as to dividend) be payabie ~..benefit of Shareholders as the fiquidator "~ -~ -~
-on the Shares in accordance with the - " thinks fit, but na Shareholders of the o
i o - 'Company can be compelled to acceptany -

(d) Q Legal as d\e Companys Sohcu:ors for ;:._“

Noting. - T

(a) set out in [he Consutution ol che ;
G Company;and <o L s
i {b) in certain circumstances, regulated - Corporauon Act
. by the Corporations Act, the Llstmg T -
" Rules, the ASTC Setuement Rufes and Transfer ol‘ Shares

. general law C .

.~ -.Shares or other shares in respect of whlch
: there is any lzabzllty s -

: e A Shareholder may transler Shares by 'Shareh_older.Liability L
~The fotlowlng isa broad summary of the - -. . market transfer in accordance with ) -“"f T S
. nghts privileges and restrictions atcaqhmg .any computerised or electronic system - - As the Shares under the Prospectus are
N 10 all Shares. This summary isby ne --- - ' established or recognised by ASX or .. ~ fully paid shares, they are not subject * -~
“means exhaustive and does not constitute " Corporations Act for the purpose of = .. ‘to any calls for money by the Directors |
a definite statement of the rights and - 