














ORGAN RECOVERY SYSTEMS

quality, quantity and application of organs donated for transplantation and medical
research. Its initial product is a proprietary, FDA cleared and CE marked kidney

65 Organ Recovery Systems was organised to develop technology to improve the
preservation and transport device called the LifePort Kidney Transporter.

LifePorts were sold
in 2008

For 2008, Organ Recovery was primarily focused on the commercial launch

of LifePort and its pilot introduction to the marketplace. 65 LifePorts were

sold in 2008. Of these sales, 11 LifePorts were sold in Canada where they

are having notable clinical success. Many other significant sales were made
et in the United States (36) and Rest of World (18).

accounts were opened Organ Recovery sponsored The Machine Preservation Trial which is the first large

In three months prospective, international, multicentre, clinical trial to investigate the relative
efficacy and cost-effectiveness of machine versus static preservation. The trial
was conducted in Germany, The Netherlands, and Belgium in collaboration with
Eurotransplant and the Deutsche Stiftung Organtransplantation. Results of
the study have been presented to the worldwide transplant community at the
American Transplant Congress (ATC 2008) in Toronto and the International
Transplantation Congress (ITC 2008) in Sydney. The study results were
subsequently published in the 1 January 2009 edition of the New England
Journal of Medicine (NEJM).

SPS-1, Static Preservation Solution is a new product pilot launched by Organ
Recovery during the fourth quarter of 2008. It is FDA approved for the in-situ
flush and storage of kidneys, liver, and pancreas. In its initial three months,
14 new client accounts were opened.

Jacques Pirenne, principal investigator and
Professor of Surgery at the Department of
Abdominal Transplant Surgery — Transplant
Coordination at the University Hospitals

Leuven, Belgium:

“This is a truly important finding for the thousands
of people on transplant waiting lists around the world.
This trial shows unequivocally that kidneys preserved
by machine perfusion function better and last longer
and this will translate into a better quality of life
for our transplant patients. With this technology we
now hope to enlarge the donor pool by using kidneys
that we did not use in the past because we could
not preserve them adequately.”

Joseph Vassalotti, MD, Chief Medical

Officer of the National Kidney Foundation:
“For the first time in the United States, the number

of those waiting for a life-saving transplant has passed
100,000. Any new method, like the one demonstrated
in this study, that will help maximise the available organs
and potentially reduce the need for re-transplantation,
is vitally important for patients and the professionals
who care for them.”
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CELL & TISSUE SYSTEMS & BOWMAN RESEARCH

Cell & Tissue Systems focuses on the development of methods and approaches
for long-term organ, tissue and cell storage. It has furthered its research and
product development efforts through grants and other revenues, principally from
the US National Institutes of Health, with emphasis on the development of the
LifePort Pancreas and Liver Transporters and proprietary solutions for organ,
tissue and cell preservation.

In 2008, CTS demonstrated how improved pancreas preservation utilising
the LifePort technology could improve the yield of islets for transplantation.
Such studies were also published in peer reviewed journals such

as Transplantation Proceedings.

Bowman Research, the Company’s wholly owned o - b |
subsidiary, has developed proprietary tools employing i

LifePort-based technology for evaluating the fate and i
effect of drugs within isolated, perfused human
organs which have been donated for research.
Bowman’s principal efforts in 2008 centred on
collaboration research with Organ Recovery Systems
for the development of the LifePort lung and liver
platforms and related intellectual property which

would also be employed for ex vivo organ research. .\_—"“
Like Cell & Tissue Systems, Bowman Research’s ™ =
efforts have been published in peer reviewed journals. . — AEEmEm | —

One notable article — Vascular Perfused Segments
of Human Intestine as a Tool for Drug Absorption

was published in Drug Metabolism and Disposition. ()




CHAIRMAN'S STATEMENT

With a continuing global shortage of organs for transplantation,

it is important to find ways of increasing not only the number of
kidneys available but also the quality of those organs as this improves
post-transplant outcomes for patients.

Lifeline Scientific is a medical
technology company primarily
focused on the commercial roll out
of its LifePort Kidney Transporter.
LifePort, marketed through the
Company’s Organ Recovery Systems
business unit, is FDA cleared/CE
marked and clinically proven.

The product is designed to
address the global challenge

of human donor organ shortages.

Lifeline Scientific listed on the

AIM Market of the London Stock
Exchange in January 2008.

The money raised from the IPO

has helped fund the Company
through the latter phase of LifePort’s
pilot introduction in preparation for a
full commercial launch of the product
in the world’s key markets. Benefits
have already been seen in terms

of new contract wins.

In August, we announced significant
results from the Machine Preservation
Trial which compared LifePort with the
standard practice of static storage
using ice in a cool box. The results
demonstrate for the first time that
kidneys from traditional and marginal
cadaveric donors are more likely

to function better post transplant
and with less complications when
preserved with the LifePort Kidney
Transporter. The study results

were subsequently published

in the New England Journal

of Medicine in January 2009.

With a continuing global shortage
of organs for transplantation, it is
important to find ways of increasing

not only the number of kidneys
available but also the quality

of those organs as this improves
post-transplant outcomes for patients.

Our LifePort Kidney Transporter

is designed with the challenges

of organ recovery and transport

in mind, providing a sealed, sterile,
protected environment where a
chemical solution is gently pumped
through the donated kidney at low
temperatures to minimise tissue
damage while the organ is outside
the body.

Lifeline also continued to make
positive strides during 2008 in

the research and development

of its LifePort pancreas and liver
devices along with related research
largely funded from federal grants.
Even as we emerge from 2008
having achieved a successful pilot
introduction, meaningful product
advancements are in development
for LifePort’s further commercialisation
in 2009.

The strong performance during the
first quarter of 2009 increases our
confidence that Lifeline will make
further progress during the year.

JOHN GARCIA
CHAIRMAN
7 May 2009
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CHIEF EXECUTIVE’S REVIEW

As reflected in the financial results, Lifeline made significant
advances during 2008.

30%

approximate increase in
number of LifePorts in use

$8.3 miillion

total revenues increased
by 39% to $8.3 million
from $6.0 million in 2007

2008 was the Company’s first year as
a listed company following our IPO in
January. It was also a transformational
year in that we moved into the final
leg of LifePort’s pilot introduction
and towards commencement of a

full commercial product roll-out.

This progress was reflected in

the financial results. In 2008,

total revenues increased by 39%

to $8.3 million from $6.0 million in
2007. This was well ahead of market
expectations and resulted in a gross
profit of $4.1 million, an increase

of 136% (2007: $1.7 million).

Operating loss at $3.6 million
was also lower than expected and
54% lower than 2007, a significant
improvement (2007: $7.8 million).

As at the period end, the Company
had cash in hand of $1.9 million.

The funds raised in the IPO enabled
Lifeline to significantly expand its
global pilot introduction of LifePort
and prepare its full commercial
launch for 2009. A number of new
centres began using LifePorts and
at year end there were 315 units
in use within 90 transplant centres
around the world. Since obtaining
FDA clearance and CE Marking,
more than 17,000 kidneys have
been preserved with LifePort during
our worldwide pilot introduction.

A number of significant new contracts
were won in 2008. In March, two of
the world’s largest kidney transplant
centres elected to use LifePort

to transport and preserve
deceased donor kidneys offered

for transplantation in their centres,
which are reported to number,

on average, 500 annually.

These contracts involved the sale

of 14 LifePort Kidney Transporters
as well as a significant volume

of consumables during the year.

In June, following a successful
pilot program initiated in late 2006,
Canada’s largest organ procurement
organisation, purchased six additional
LifePort Kidney Transporters and
announced plans to expand its use
of machine preservation significantly.

In July, we won a pilot contract

for the sale of six LifePort Kidney
Transporters to one of the largest
regional organ procurement
organisations in the USA serving

a number of transplant centres
in the southeastern United States.
It is expected that this organisation
could use LifePort for 225-250
kidneys annually.

In total, 65 new LifePorts were

sold in 2008 to existing customers
as well as 14 new transplant programs.
We also saw an increase in sales

of consumable items as the volume
of transplants undertaken using
LifePort showed a marked increase.

Last year, independent study
investigators announced significant
results from LifePort’s three-year
Machine Preservation Trial. It was
reported that depending on the type
of deceased donor, 15%—-50% of
transplanted kidneys do not function
immediately following transplantation
and many patients will require
dialysis treatments for a certain
period after transplantation. As a
result, these kidneys have an
increased risk of rejection and
survival of the kidney graft may be
compromised. This in turn will not
only increase hospitalisation of the
patient and therefore the cost, but
also put pressure on the already long
transplant waiting lists.

The Machine Preservation Trial showed
that for transplanted kidneys preserved
and transported in the LifePort Kidney
Transporter the odds of experiencing
a delay in recovery of kidney function
are 43% lower, and that these kidneys
are 48% less likely to fail within a
year compared to those stored in

the traditional box of ice. In short,
the study showed that kidneys for
transplant function earlier and last
longer when preserved in the LifePort
as compared to the traditional box of ice.

With donor organs remaining in

short supply and transplant waiting
lists continuing to grow, the need for
increased numbers of viable organs and
methods to improve organ preservation
to effect better transplant outcomes

is greater than ever.
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CHIEF EXECUTIVE’S REVIEW (CONTINUED)

15% of cadaveric donor kidneys transplanted in the developed world were

preserved using LifePort.

Good progress was also made
during the period on product line
extensions, advancements to LifePort,
and the development of future LifePort
products for pancreas, liver, heart
and lung. Most noteworthy, we were
pleased to achieve during Q4 a
successful pilot launch of SPS-1,
our new flush solution designed for
use in organ recovery. This product
adds to our ability to establish our
Company as a one-stop resource

for all organ preservation needs.

Our marketing strategy during 2008
focused on broadening LifePort’s
pilot adoption across key transplant
centres in the US, Canada and Europe,
while communicating the benefits of
LifePort versus the traditional ice box
storage as evidenced by the findings
in the Machine Preservation Trial.
Important LifePort product
advancements for the 2009
commercial launch were also
designed and developed during

the second half of 2008.

The Company’s Cell and Tissue
Systems affiliate furthered its research
and product development efforts
through grants and other revenues
of approximately $1.1 million,
principally from the US National
Institutes of Health with emphasis
on the development of the LifePort
Pancreas and Liver Transporters
and proprietary solutions for organ,
tissue, and cell preservation.

Bowman Research, the Company’s
wholly owned subsidiary, has
developed proprietary tools
employing LifePort-based
technology for evaluating the fate
and effect of drugs within isolated,
perfused human organs which
have been donated for research.
Bowman'’s principal efforts in 2008
centred on collaboration research
with ORS for the development of the
LifePort lung and liver platforms and
related intellectual property which
would also be employed for ex
vivo organ research.

OUTLOOK

The results of the Machine
Preservation Trial, and their
subsequent publication in the
New England Journal of Medicine,
have further validated the LifePort
and enhanced the impact of our
marketing approach. In addition,
the growing base of LifePorts in
use in transplant centres around
the world reinforces the message
that the LifePort Kidney Transporter
could become a new standard of
preservation and care for many
types of cadaveric kidneys.

The economic case is clear as well:
not only can LifePort help increase
the quantity of kidneys available
for transplantation and improve
outcomes for kidney transplant
patients, it can also reduce overall
health care system costs related
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Trading continues to be in-line with management’s expectations
and the Board is confident of delivering further growth in 2009.

to kidney transplants. Medical
economists in the US and Europe
are in the process of studying

the impact of improved medical
outcomes over costs, and the data
suggests that LifePort is a cost
effective alternative to the box of ice.

With a growing shortage of donor
kidneys globally, and increased
pressure on healthcare operators

to reduce waiting lists and increase
efficiency, we believe that the demand
for LifePorts will grow as transplant
programs, payors, and patients
become more educated about

the potential benefits.

As we enter commercialisation during
2009, we expect the market to look
closely at where and how LifePort
can be most successful. 2009
should provide good insight on
baseline usage in the US at
commercial pricing levels, and
should result in improved average
pricing for our suite of LifePort
products. While for Europe and the
rest of world, commercial adoption
and usage should closely follow
establishment of country-specific
cost reimbursement.

Trading during the first quarter

of 2009 was significantly ahead

of the comparable period last year.
We aim to accelerate the commercial
roll out in 2009 when we expect to see
solid growth. The Company anticipates
results to be in line with expectations
and is confident of delivering strong
performance in 2009.

Da»lx,ﬁauf

CHIEF EXECUTIVE
7 May 2009
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DIRECTORS AND ADVISORS

JOHN GARCIA

CHAIRMAN,

INDEPENDENT NON-EXECUTIVE DIRECTOR
Mr Garcia was appointed to the Board

of the Company in September 2007.

With a 25 year career in the health
products industry, John has been
instrumental in the development and
growth of several medical products and
services companies. John served for more
than ten years as President of Sulzermedica’s
$300 million pacemaker business before it
was acquired by Guidant in 1998. John also
held sales and marketing management
positions with FHP (a California HMO),

Bio Science (a national reference lab)

and Pharmaseal (a division of American
Hospital Supply Corporation).

DAVID KRAVITZ

EXECUTIVE DIRECTOR CEO

Mr Kravitz was the Company founder
who has led the Group since its inception
in 1998. He is co-inventor of several of the
Group’s key proprietary technologies and
patents and co-author of initial machine
preservation related scientific review
papers and presentations.

ANDREW CLARK

SENIOR INDEPENDENT

NON-EXECUTIVE DIRECTOR

Dr Clark received his PhD in
Neuroscience from St. Andrews

University and was a post-doctoral
research fellow in pharmacology at the
University of Oxford. He worked in London
as a biotech analyst at Baring Securities.
In 1995 Andrew co-founded Reabourne, Ltd.,
an investment management business
focused on small capitalisation technology

REGISTERED OFFICE

1013 Centre Road
Wilmington, Delaware 19805
United States of America

AUDITORS

BLACKMAN KALLICK, LLP
10 South Riverside Plaza
Chicago, lllinois 60606
United States of America

NOMINATED ADVISER AND BROKER
SEYMOUR PIERCE LIMITED

20 Old Bailey

London EC4M 7EN

United Kingdom

and biotechnology companies where

he acted as portfolio manager of Finsbury
Life Sciences and Finsbury Universal Life,
as well as co-managing Finsbury Technology
Trust. He left Reabourne 2003 following the
sale of the business and currently works
as a consultant in the biotechnology field.
He has held a number of non-executive
directorships of life science and investment
companies and is currently a director of Tepnel
Life Sciences, Plc. He was appointed to the
Board of the Company in September 2007.

KLAAS DE BOER

NON-EXECUTIVE DIRECTOR

Mr De Boer was appointed to the Board of the
Company in September 2008. He has been
operating at the intersection of technology,
innovation and entrepreneurship for the
past ten years. His career started with
McKinsey & Company in Amsterdam in
1991. In 1997 he left consulting to join

a client, Baan Investment (later Vanenburg
Group), to build the corporate venturing
activity. This team invested in enterprise
software companies in the US, Europe
and Israel. The portfolio he built included
WebEXx, the current market leader in

web conferencing. Following his time

at Vanenburg, Klaas spent several

years as an independent (angel) investor,
advisor and interim manager in a range of
entrepreneurial companies. In 2006 Klaas
joined the Entrepreneurs Fund, which he
restructured and repositioned following
the spin out of the Good Energies team
and portfolio. Klaas sits on the boards
of several other life sciences and medical
technology companies. Klaas has an MSc.
in Applied Physics from Delft University
of Technology and an MBA from Insead.

UK SOLICITORS
LATHAM & WATKINS
(LONDON) LLP

99 Bishopsgate
London EC2M 3XF
United Kingdom

US ATTORNEYS

K&L GATES

70 West Madison

Suite 3100

Chicago lllinois 60602
United States of America

STEVEN MAYER

INDEPENDENT NON-EXECUTIVE DIRECTOR
Dr Mayer is a Doctor of Medicine

and holder of a chemical engineering
degree with a more than 20 year career in
diagnostics, devices and pharmaceuticals.
While at Abbott Laboratories, he held
several positions including director

in Abbott Diagnostics Division and
Pharmaceutical Products Division, and
gained experience in many areas including
basic R&D, manufacturing, strategic
planning, economics and outcomes
research. Dr. Mayer currently has advisory
and scientific consultant roles at various
medical companies and is a non-executive
director of HBM Partners (Cayman).

ERIC SWENDEN

INDEPENDENT NON-EXECUTIVE DIRECTOR
Mr Swenden has had a long and
successful career in finance and
company management having held

senior positions on a number of public
company boards including Vandemoortele
Food Group and General Bank (largest
Belgian bank prior to its merger with Fortis).

REGISTRARS
COMPUTERSHARE

INVESTOR SERVICES
(CHANNEL ISLANDS) LIMITED
PO Box 83

Ordnance House

31 Pier Road

St Helier, Jersey JE4 8PW
Channel Islands
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REPORT OF THE DIRECTORS

The Directors present their report and accounts for the year ended 31 December 2008.

PRINCIPAL ACTIVITIES
During the course of the year the principal activity of the Company remained the global launch of the LifePort Kidney Transporter.

REVIEW OF THE BUSINESS
A review of the business and future developments is included in the Chairman’s statement and Chief Executive’s review.

RESULTS AND DIVIDENDS
The consolidated loss for the year amounted to $3,666,348 (2007: $22,900,119 restated). The Directors do not recommend the payment of a dividend.

ISSUE OF SHARES
On 13 May 2008, the Company issued 70,992 new common shares at 150p each pursuant to the exercise of a warrant.

DIRECTORS AND DIRECTORS’ INTERESTS
The Directors of the Company, who served during the year, are as follows:

John Garcia - Independent Non-executive Chairman, appointed in 2007
David Kravitz - Chief Executive Officer, appointed in 1998

Andrew Clark — Senior Independent Director, appointed in 2007

Klaas de Boer — Non-executive Director, appointed in 2008

Steven Mayer — Non-executive Director, appointed in 2003

Eric Swenden - Non-executive Director, appointed in 2003

The Directors’ interests in the share capital of the Company are set out in the remuneration report.
STATEMENT OF DIRECTORS’ RESPONSIBILITIES FOR THE ANNUAL REPORT
The Directors are responsible for preparing the Annual Report and the financial statements in accordance with applicable law and regulations.

The Company has elected to prepare the financial statements in accordance with accounting principles generally accepted in the United States
of America (US GAAP).

The financial statements provide a true and fair view of the state of affairs of the Company and of the profit or loss of the Company for that
period. In preparing these financial statements, the Directors are required to:

e select suitable accounting policies and then apply them consistently;
* make judgements and estimates that are reasonable and prudent; and

e state whether applicable United States accounting standards have been followed, subject to any material departures disclosed and explained
in the financial statements.

The Directors are responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection
of fraud and other irregularities. The Directors are responsible for the maintenance and integrity of the corporate and financial information on
the Company’s website. Legislation in the United States governing the preparation and dissemination of the financial statements and other
information included in annual reports may differ from legislation in other jurisdictions.

SUBSTANTIAL SHAREHOLDINGS
At the close of business on 31 December 2008 the Company was aware of the following material interests (including Directors’ interests which
are shown in the remuneration report) of 3% or more of its common share capital:

Percentage
Shareholder Common shares %
HBM BioVentures 2,812,388 17.81
RAB Capital 2,146,295 13.59
Entrepreneur’s Fund 1,917,877 12.14
Koceram NV 1,439,009 9.11
Forest Finance S.A. 1,234,545 7.82
Eric Swenden 1,020,300 6.46
Dexia Bank Belgium 984,078 6.23
Stonefund NV 926,799 5.87
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REPORT OF THE DIRECTORS (CONTINUED)

RISKS AND UNCERTAINTIES

COMPETITION

There is a competitive market for the Company’s products; on occasion this places pressure on sales price and sales margin.
The Company monitors the products offered by competitors, functionality and price, and if necessary adjusts price accordingly.

EMPLOYEES

The Company’s performance depends largely on key staff. The resignation of key individuals and the inability to recruit people with the right
skills could adversely impact the Company’s results. To mitigate these issues the Company provides a stock option and restricted stock plan
and remuneration packages designed to retain key individuals.

TECHNOLOGICAL CHANGE

Research and development to advance technology is ongoing throughout the Company’s markets and the Company seeks to be part of this
effort. The Company monitors and participates in industry standard setting activities and is seen as a technological thought leader while
regularly monitoring the activities of its competitors and investing in product development and innovation.

FINANCIAL RISK MANAGEMENT

PRICE AND CREDIT CONTROL RISK

The Company has set prices for its products, which only senior management can adjust. The majority of the Company’s customers offer it
low credit risk. As the business expands the Company is introducing a more formal system to assess the credit risk posed by new customers.

LIQUIDITY AND CASH FLOW RISK
The Company monitors its cash position on a daily basis and maintains a detailed rolling weekly cash flow forecast for three months ahead.
The Company’s annual budgets include a cash flow. All of these documents are regularly reviewed by the Directors.

FOREIGN CURRENCY RISK
The main financial risk arising from the Company’s operations is foreign currency risk as the Company receives a proportion of its revenues
in Euros. There were no forward contracts outstanding at year end.

TREASURY MANAGEMENT

The Company invests its cash balances, which are mainly held in US Dollars for appropriate periods with institutions with high credit ratings.
The release of funds from deposit has been timed to reflect the Company’s ongoing cash needs. The Company monitors interest rates,
switching cash balances to bank accounts that provide competitive rates of return.

ENVIRONMENTAL RISK

The Company’s policy is to ensure that it fully understands and manages the actual and potential environmental impact of its activities.
The Company’s operations are conducted in such a way that it complies with the legal requirements relating to the environment in all areas
of its business.

DISCLOSURE OF INFORMATION TO AUDITORS
At the date of making this report, each of the Company’s Directors, as set out on page 10, confirms the following:

e so far as each Director is aware, there is no relevant information needed by the Company’s auditors in connection with preparing their report
of which the Company’s auditors are unaware; and

each Director has taken all the required steps that he ought to have taken as a Director in order to make himself aware of any relevant
information needed by the Company’s auditors in connection with preparing their report and to establish that the Company’s auditors are aware
of that information.

AUDITORS
The Directors have determined to reappoint Blackman Kallick, LLP as the Company’s auditors.

' m(mcw

JOHN GARCIA
CHAIRMAN
7 May 2009
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REMUNERATION REPORT

DIRECTORS’ INTEREST
The interests of the Directors, both beneficial and non-beneficial, and persons connected with the Directors in the common shares are as follows:

Name Common shares
Steven Mayer*? 149,009
Andrew Clark 33,333
Eric Swenden? 1,020,300

1 Mr Mayer is a director of HBM Partners (Cayman) Ltd. HBM BioVentures hold 2,812,388 common shares.
2 Mr Swenden has an interest in $507,122 of warrants and Mr Mayer has an interest in $100,000 of warrants.

The following options had been granted to Directors (or their connected persons) under the Stock and Restricted Stock Option Plan, or otherwise:

Exercise price Share

Name Expiration $ options
David Kravitz® 2009 250 50
2015 12,500 33

Eric Swenden® 2013 12,500 1
Steven Mayer® 2015 12,500 1
Exercise price Share

Name Expiration £ options
John Garcia 2018 1.50 100,000
Andrew Clark 2018 1.50 50,000
Steven Mayer 2018 1.50 50,000
Eric Swenden 2018 1.50 50,000

3 resulting from 1 for 5,000 share consolidation completed immediately prior to admission to AIM.

TRANSACTIONS WITH DIRECTORS
Details of contracts with related parties are set out in note 15 to the financial statements.

JOHN GARCIA
CHAIRMAN OF THE BOARD
7 May 2009
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REPORT ON CORPORATE GOVERNANCE

POLICY STATEMENT

The Board’s aim is to achieve a high standard of Corporate Governance. As an AIM traded Company, full compliance with the Combined Code
is not a formal obligation. Notwithstanding this exemption, the Company has sought to adopt the provisions of the Combined Code that are
appropriate to its size and organisation and establish frameworks for the achievement of this objective.

THE BOARD OF DIRECTORS

The Board comprises one Executive and five Non-executive Directors. The Board meets, at least quarterly, to consider the current state of the
business and the strategic issues. Board papers including detailed management accounts are circulated in advance of meetings, and all Board
and committee meetings, and their attendees, are recorded. The Board considers strategic matters, business development policy, expenditures
on major capital items, annual operating budgets, management structure and internal control procedures.

The roles of the (Non-executive) Chairman and Chief Executive Officer are separated. John Garcia, Andrew Clark, Steven Mayer, Eric Swenden
are considered by the Board to be independent Non-executive Directors. Steven Mayer, and a company in which he has a controlling interest,
hold shares in the Company. Non-executive Directors have access to all information and if required, external advice at the expense of
the Company. Eric Swenden and Andrew Clark also hold shares in the Company.

APPOINTMENTS TO THE BOARD

The Board has the responsibility of selecting suitable candidates to hold office as Director. Non-executive Directors are required to retire
by rotation in accordance with the Articles of Association of the Company and reappointment is subject to confirmation by shareholders
at the annual general meeting. Given its size, the Board does not consider it necessary to establish a Nominations Committee.

REMUNERATION COMMITTEE
John Garcia, Steven Mayer, and Eric Swenden comprise the Remuneration Committee. It is chaired by John Garcia. The committee is responsible
for determining the remuneration, contract terms and other benefits of the Executive Directors and all senior level employees.

AUDIT COMMITTEE

Andrew Clark, John Garcia and Eric Swenden comprise the Audit Committee. It is chaired by Andrew Clark. The Audit Committee is
responsible for reviewing the interim and final accounts prior to submission to the Board. The committee agrees the scope and approach
to the annual audit and interim review in advance with the auditors.

INTERNAL CONTROL AND RISK MANAGEMENT

The Board is responsible for maintaining an appropriate system of internal controls to provide reasonable assurance of the quality and reliability
of financial information used to direct the business, safeguard assets and recognise liabilities in accordance with Company law and accounting
principles generally accepted in the Unites States of America. The Company has developed detailed budgets and monthly management reporting
of actual results against budgets and analyses variances in performance. Regular reforecasting and projection of results are carried out during
the year as required.

INVESTOR RELATIONS

Management has put in place procedures to enable a regular dialogue with institutional investors and analysts particularly in relation to interim
and full year results. All shareholders will receive the annual report and the annual report, interim financial statements, and notifications are
available on the Company’s website. The Board welcomes as many investors as possible to the annual general meeting and invites discussion

on issues facing the Company.

By order of the Board
]
N Cle-

JOHN GARCIA
REMUNERATION COMMITTEE CHAIRMAN
7 May 2009
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INDEPENDENT AUDITOR’S REPORT

Board of Directors
Lifeline Scientific, Inc.
Des Plaines, lllinois

We have audited the accompanying consolidated balance sheets of Lifeline Scientific, Inc. as of 31 December 2008 and 2007, and the related
consolidated statements of operations, stockholders’ equity and cash flows for the years then ended. These consolidated financial statements
are the responsibility of the Company’s management. Our responsibility is to express an opinion on these consolidated financial statements
based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of
Lifeline Scientific, Inc. as of 31 December 2008 and 2007, and the results of its operations and its cash flows for the years then ended,
in conformity with accounting principles generally accepted in the United States of America.

BLACKMAN KALLICK, LLP
CHICAGO, IL
7 May 2009
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CONSOLIDATED BALANCE SHEETS

31 DECEMBER 2008 AND 2007

2008 2007
$ $
CURRENT ASSETS
Cash and cash equivalents 1,886,489 231,992
Receivables:
Customers (net of allowance for doubtful accounts of $0 and $15,346 in 2008 and 2007, respectively) 1,378,887 803,244
Employees 2,003 503
Grant 29,156 60,047
Common stock subscription — 9,616,001
Notes receivable (net of unamortised discount of $22,261 and $0 in 2008 and 2007, respectively) 93,994 —
Inventories 803,478 416,640
Prepaid expenses and deposits 174,652 173,045
TOTAL CURRENT ASSETS 4,368,659 11,301,472
Property and equipment (net of accumulated depreciation and amortisation) 732,298 1,086,492
Notes receivable (net of portion included in current assets) 113,745 —
Intangibles (net of accumulated amortisation) 1,159,768 1,216,459
Goodwill 64,710 64,710
TOTAL OTHER ASSETS 2,070,521 2,367,661
TOTAL ASSETS 6,439,180 13,669,133
CURRENT LIABILITIES
Accounts payable 1,452,854 4,887,223
Long-term debt due within one year 50,024 35,175
Capital lease obligations due within one year 15,103 24,505
Accrued expenses:
Accrued interest — due within one year 20,431 —
Salaries and other compensation 561,216 163,092
Other 519,812 870,027
Deferred revenue 111,443 122,115
TOTAL CURRENT LIABILITIES 2,730,883 6,102,137
NON-CURRENT LIABILITIES
Long-term debt (net of portion included in current liabilities) 966,884 1,066,733
Accrued interest (net of portion included in current liabilities) 279,585 203,409
Capital leases (net of portion included in current liabilities) 8,871 24,316
TOTAL NON-CURRENT LIABILITIES 1,255,340 1,294,458
TOTAL LIABILITIES 3,986,223 7,396,595
STOCKHOLDERS’ EQUITY
Common stock, $0.01 par value; authorised — 30,000,000 shares; issued and
outstanding 15,792,332 and 15,721,340 shares in 2008 and 2007, respectively 157,923 157,213
Additional paid-in capital 87,320,921 87,500,564
Other accumulated comprehensive loss (264,102) (289,802)

Accumulated deficit

(84,761,785)

(81,095,437)

TOTAL STOCKHOLDERS’ EQUITY

2,452,957

6,272,538

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY

6,439,180

13,669,133

The accompanying notes are an integral part of the consolidated financial statements.
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CONSOLIDATED STATEMENTS OF OPERATIONS

YEARS ENDED 31 DECEMBER 2008 AND 2007

2008 2007
$ $
REVENUE
Fee and sales revenue 7,157,611 4,703,419
Contract revenue 48,002 50,669
Grant revenue 1,127,157 1,241,930
TOTAL REVENUE 8,332,770 5,996,018
COST OF REVENUE 4,219,537 4,256,701
GROSS PROFIT 4,113,233 1,739,317
OPERATING EXPENSE
Research and development 847,445 1,808,683
Selling, general and administrative 7,904,492 7,762,103
Income from life insurance proceeds (1,000,000) —
Loss on abandonment of patents 201,200 —
Gain on sale of patent (254,414) —
Loss from disposal of property and equipment 12,132 10,010
TOTAL OPERATING EXPENSE 7,710,855 9,580,796
LOSS FROM OPERATIONS (3,597,622) (7,841,479)
OTHER (INCOME)/EXPENSE
Interest expense 118,173 14,311,096
Interest income (49,447) (12,924)
Write-off of professional fees incurred in connection with aborted reverse merger and IPO — 760,468
TOTAL OTHER EXPENSE, NET 68,726 15,058,640
NET LOSS (3,666,348) (22,900,119)

The accompanying notes are an integral part of the consolidated financial statements.
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CONSOLIDATED STATEMENTS OF STOCKHOLDERS™ EQUITY

YEARS ENDED 31 DECEMBER 2008 AND 2007

Common

Total Shares

$ Number

BALANCE 31 DECEMBER 2006 (42,197,180) 7,356,155
Reverse stock split — (7,354,665)
Issuance of 3,675,074 shares of common stock related to AIM initial public offering (IPO) 10,915,617 3,675,074
Issuance of 87,500 shares of common stock related to IPO and reverse merger expenses 264,250 87,500
Professional fees in connection with IPO (1,469,457) —
Commissions in connection with IPO (835,025) —
Accretion of Series A and B-1 convertible preferred stock to its redeemable value (2,535,723) —
Conversion of Series A and B-1 convertible preferred stock 33,297,061 2,124
Conversion of Series C convertible preferred stock — 567
Intrinsic value of the beneficial conversion feature of convertible debt in conjunction with the IPO 10,978,752 —
Conversion of convertible debt notes into common shares 20,897,500 11,331,305
Issuance of 623,280 shares of common stock for warrants exercised — 623,280
Foreign currency translation adjustment (236,536) —
Stock-based compensation under FAS 123-R 93,398 —
Net loss (22,900,119) —
BALANCE 31 DECEMBER 2007 6,272,538 15,721,340
Issuance of common shares related to cashless warrant exercise — 70,992
Professional fees associated with IPO (203,590) —
Foreign currency translation adjustment 25,700 —
Stock-based compensation under FAS 123-R 24,657 —
Net loss (3,666,348) —
BALANCE 31 DECEMBER 2008 2,452,957 15,792,332

The accompanying notes are an integral part of the consolidated financial statements.
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stock

Series C convertible preferred stock

Additional

Other
accumulated

paid-in comprehensive Accumulated

Amount Shares Amount capital loss deficit

$ Number $ $ $ $

73,562 2,720,000 27,200 15,950,642 (53,266) (58,195,318)
(73,547) — — 73,547 — —
36,751 — — 10,878,866 — —
875 — — 263,375 — —

— — — (1,469,457) — —

— — — (835,025) — —

— — — (2,535,723) — —

21 — — 33,297,040 — —

6 (2,720,000) (27,200) 27,194 — —

— — — 10,978,752 — —
113,312 — — 20,784,188 — —
6,233 — — (6,233) — —
— — — — (236,536) —

— — — 93,398 — —

— — — — — (22,900,119)
157,213 — — 87,500,564 (289,802) (81,095,437)
710 — — (710) — —

— — — (203,590) — —

— — — — 25,700 —

— — — 24,657 — —

— — — — — (3,666,348)
157,923 — — 87,320,921 (264,102) (84,761,785)
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CONSOLIDATED STATEMENTS OF CASH FLOWS

YEARS ENDED 31 DECEMBER 2008 AND 2007

2008 2007
$ $
CASH FLOWS FROM OPERATING ACTIVITIES
Net loss (3,666,348) (22,900,119)
Adjustments to reconcile net loss to net cash used in operating activities
Depreciation 376,688 502,691
Amortisation 80,660 91,323
Amortisation of discount on notes receivable (380) —
Stock-based compensation 24,657 93,398
Loss on disposal of property and equipment 12,132 10,010
Gain on sale of patent (254,414) —
Loss on abandonment of patents 201,200 —
Interest expense amortisation on convertible debt discount — 149,709
Accrued interest on convertible debt — 2,676,266
Intrinsic value of the beneficial conversion of convertible debt — 10,978,752
Common stock issued for services rendered — 264,250
(Increase)/decrease in:
Receivables (546,252) 220,221
Inventories (386,838) 46,950
Prepaid expenses and deposits (1,607) (36,667)
Deferred charges — 315,286
Increase/(decrease) in:
Accounts payable (3,555,471) 2,933,139
Accrued expenses 47,909 352,363
Accrued interest 113,751 96,695
Deferred revenue (10,672) 38,574
TOTAL ADJUSTMENTS (3,898,637) 18,732,960
NET CASH USED IN OPERATING ACTIVITIES (7,564,985) (4,167,159)
CASH FLOWS FROM INVESTING ACTIVITIES
Payments of legal fees associated with patent filings (226,115) (159,886)
Capital expenditures (100,565) (81,083)
Proceeds from sale of property and equipment 20,116 10,314
Net proceeds from sale of patent 48,001 —
NET CASH USED IN INVESTING ACTIVITIES (258,563) (230,655)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayments under capital lease obligations (24,210) (25,067)
Principal payments on long-term debt (35,175) (24,748)
Proceeds from issuance of long-term debt — 3,590,000
Proceeds from stock subscription receivable 9,616,001 1,299,616
Payment of legal fees relating to IPO (82,488) (2,304,482)
NET CASH PROVIDED BY FINANCING ACTIVITIES 9,474,128 2,535,319
EFFECT OF FOREIGN CURRENCY EXCHANGE RATE CHANGES ON CASH 3,917 (153,887)
NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS 1,654,497 (2,016,382)
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 231,992 2,248,374
CASH AND CASH EQUIVALENTS, END OF YEAR 1,886,489 231,992

The accompanying notes are an integral part of the consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEARS ENDED 31 DECEMBER 2008 AND 2007

1. INDUSTRY OPERATIONS
Lifeline Scientific, Inc. (the Company), is in the business of delivering, to targeted medical markets, a portfolio of related proprietary technologies,
which include devices, solutions and protocols designed to maximise the use and availability of organs, tissues and stem cells.

2. MANAGEMENT PLANS
Management’s plans for the coming year are to continue to transition the Company to profitability, and to generate positive cash flows from
operations. Additional revenues and contribution are expected to be achieved as the Company continues to:

¢ increase client base domestically and internationally for LifePort® devices and perfusion-related services and accessories;
e gain benefits from continued expense containment and reduction over historical levels;
e rollout of commercial pricing and perfection of reimbursement; and

* grow complementary lines of revenue.

3. INITIAL PUBLIC OFFERING

In December 2007, the Company completed an initial public offering (IPO) and shares of the Company’s common stock were admitted to trading
on the AIM Market of the London Stock Exchange (AIM). The Company sold over 3.6 million new shares of common stock at a per share price
of £1.50 or $3.02, which approximated $11 million of additional capital before transaction costs. The Company received approximately
$9.6 million in cash in January 2008.

Simultaneously with the IPO, the Company amended and restated its articles of incorporation and revised the number of common shares
authorised from 75,000,000 to 30,000,000 and eliminated its classification of preferred shares.

The effects of the IPO triggered certain conversion features of the Company’s convertible debt (also see note 18) and redeemable preferred
stock. The terms and conversion features of the redeemable preferred stock did not contain anti-dilution provisions, and called for each share
to be convertible into one share of common stock, subject to the reverse stock split described below. The aggregate liquidation preference of
the Series A and Series B-1 preferred stock of $33,297,061 was converted into 2,124 common shares. The aggregate of the convertible debt
and related accrued interest of $20,897,500 was converted into new common shares, as defined by each of the note agreements, totalling
11,331,305 shares of common stock.

In conjunction with the IPO, the Company effected a reverse stock split at a ratio of one new share of common stock to 5,000 shares of old
common stock. The par value of those shares remained at $0.01. All common share and per common share amounts in the accompanying
consolidated financial statements have been retroactively adjusted to give effect to the reverse stock split, other than those presented prior
to the reverse stock split in the consolidated statements of stockholders’ equity.

The following is a summary of non-cash conversion of the convertible debt and accrued interest and preferred stock into common stock,
as defined by various agreements, at the date of the IPO:

Convertible Preferred Common Additional
promissory notes stock stock paid-in capital
$ $ $

Balance before conversion 20,897,500 33,324,261 43,874 33,392,142
Conversion of convertible promissory notes

dated 2004 and 2005 at 60% of IPO price (8,931,398) — 49,315 8,882,083
Conversion of convertible promissory notes

dated 2006 at 55% of IPO price (8,164,766) — 49,181 8,115,585
Conversion of convertible promissory notes

dated 2007 at 85% of IPO price (3,801,336) — 14,816 3,786,520

Conversion of Series A preferred stock — (11,209,663) 7 11,209,656

Conversion of Series B-1 preferred stock — (22,087,398) 14 22,087,384

Conversion of Series C preferred stock — (27,200) 6 27,194

Balance after conversion — — 157,213 87,500,564

The Company’s management believes its shares trading on the AIM will increase public awareness and recognition of the Company and the LifePort®
in addition to raising the profile of the Company with its customers and suppliers.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED 31 DECEMBER 2008 AND 2007

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

PRINCIPLES OF CONSOLIDATION

The Company was incorporated in the state of Delaware as Organ Recovery Systems, Inc. on 1 October 1998. On 20 December 2007,
the Company changed its name to Lifeline Scientific, Inc. The Company is consolidated with the following subsidiaries:

Bowman Research, Ltd.* (inactive; dissolved in March 2009)
Bowman Research, Inc.*

ORS International Holdings, Ltd.* (inactive; dissolved in June 2008)
ORS Europe, NV*

Cell and Tissue Systems, Inc.**

Organ Recovery Systems, Inc.*

* A wholly owned subsidiary
** 49% owned

Intercompany balances and transactions have been eliminated in consolidation.

FASB Interpretation No. 46, “Consolidation of Variable Interest Entities” (FIN 46), requires consolidation by the primary beneficiary where the variable
interest entity does not have sufficient equity at risk to finance its activities without additional subordinated financial support from other parties.
The application of this guidance resulted in the consolidation of Cell and Tissue Systems, Inc. (CTS), which was created in 2005 and was deemed
to be a variable interest entity. CTS was primarily formed to meet regulatory requirements in order to enhance its ability and capacity to apply
for funding from available government sources. The Company contributed $490 for the 49% ownership needed to form the variable interest
entity. CTS has an accumulated deficit as of 31 December 2008 and 2007. As the primary beneficiary, the Company is required to absorb
100% of the accumulated losses of CTS. Any subsequent profits earned by CTS will first be allocated to the Company to offset losses of

the minority stockholder of CTS previously absorbed by the Company.

CASH AND CASH EQUIVALENTS

The Company considers all money market accounts and short-term investments with an original maturity of three months or less to be cash
equivalents. The majority of cash and cash equivalents as of 31 December 2008 and 2007 were held at a single financial institution, and the
balances held at times may exceed federally insured limits. The Company has not experienced any losses in such accounts. The Company
believes it is not exposed to any significant credit risk on cash and cash equivalents.

RECEIVABLES

Receivables are carried at original invoice or closing statement amount less estimates made for doubtful receivables. Management determines
the allowances for doubtful accounts by reviewing and identifying troubled accounts on a monthly basis and by using historical experience applied
to an aging of accounts. A receivable is considered to be past due if any portion of the receivable balance is outstanding for more than 90 days.

Receivables are written off when deemed uncollectible. Recoveries of receivables previously written off are recorded when received.

INVENTORIES
Inventories are valued at the lower of cost (first-in, first-out) or market.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

DEPRECIATION AND AMORTISATION

The Company’s policy is to depreciate or amortise the cost of furniture and equipment over the estimated useful lives of the assets using the
straight-line method. The cost of leasehold improvements is amortised over the estimated useful lives, or the applicable lease term, if shorter.
The cost of tooling and molds is depreciated by the units of production method.

Years
Grant assets Life of grant
Computer equipment 3-5
Furniture and fixtures 5-7
Equipment under capital lease 5-7
Laboratory equipment 5-7
Leasehold improvements 5-12
Tooling and molds Varies by units produced
Vehicles 5
INTANGIBLES
The cost of intangible assets is being amortised over the remaining lives of the assets acquired as follows:

Years
Patents 17
Other 5

Legal fees associated with filings for patents that are pending are capitalised, if management believes that it is probable that such patent
applications will be successful. Patent costs are not amortised until the patent is obtained.

REVENUE RECOGNITION
Product sale revenue is recognised upon shipment of product to the client. Service fee revenues are recognised when services are performed.

Contract research service revenue is recognised using the proportional performance model. Revenue from such contracts is recognised as
the services are performed using the straight-line method over the life of the contract. The contract life is deemed to be from the signing of the
contract until delivery of the final report. This service period will vary, but on average will range from one to nine months in length. The Company
periodically reviews its estimates of contract life and modifies them as appropriate.

The Company does not recognise revenue with respect to start-up costs or activities associated with contracts, which include contract and scope
negotiation and feasibility analysis. The costs for these activities are expensed as incurred.

Deferred and unbilled revenue is recognised in the consolidated balance sheets. In most cases, a portion of the contract fee revenue is paid

at the time the study is initiated. These advances are deferred and recognised on a straight-line basis over the contract term as the services
are performed. Unbilled services are at times recorded for revenues recognised to date and relate to amounts that are currently unbillable
to the client pursuant to contractual terms.

Government grant revenues are recognised when earned. Grant revenues are deemed earned to the extent of the total allowable expenditures
incurred, which are specified in the grant contract.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED 31 DECEMBER 2008 AND 2007

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

INCOME TAXES

Income taxes are provided for the tax effects of transactions reported in the consolidated financial statements and consist of taxes currently

due plus deferred taxes related primarily to differences between the basis of property and equipment, bad debts, intangibles and accrued

expenses for financial and income tax reporting. The deferred tax assets and liabilities represent the future tax return consequences of those
differences, which will either be taxable or deductible when the assets and liabilities are recovered or settled. Deferred taxes are also recoghised
for net operating losses, which are available to offset future taxable income.

STOCK OPTIONS

FAS 123R, “Share-based Payment,” focuses primarily on accounting for transactions in which an entity obtains employee services in exchange
for share-based payments. Under SFAS 123R, the cost of employee services received in exchange for an award of equity instruments is generally
measured based on the grant-date fair value of the award. Under FAS 123R, share-based awards that do not require future service (i.e., vested
awards) are expensed immediately. Share-based employee awards that require future service are amortised over the relevant service period.

STOCK WARRANTS
The Company accounts for non-employee stock-based awards in which goods or services are the consideration received for the equity instruments
based on the fair value of the consideration or the fair value of the equity instruments issued, whichever is more readily measurable.

MANAGEMENT ESTIMATES

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities as of the date of the consolidated financial statements and the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimates.

RESEARCH AND DEVELOPMENT
Expenditures relating to the development of new products and procedures are expensed as incurred.

FOREIGN CURRENCY TRANSLATION

The financial position and results of operations of the Company’s foreign subsidiaries in Europe are measured using the subsidiary’s local
currency as the functional currency. Assets and liabilities of the foreign subsidiaries are translated to US Dollars using exchange rates in effect
as of the consolidated balance sheet dates. Income and expense items are translated at monthly average rates of exchange. The resultant
translation gains or losses are included in the components of stockholders’ equity designated as foreign currency translation adjustment.

5. NOTES RECEIVABLE

The Company sold a patent during 2008 and accepted a note from the purchaser in lieu of a cash settlement. The patent was sold for
$300,000 payable by a $60,000 down payment and 24 installments of $10,000. The Company recorded the present value of the note using

a 10% discount rate, which the Company believes fairly represents the borrowing rate the purchaser may have obtained from an alternative lender
at the date of the transaction. The unamortised discount on the note receivable was $22,261 as of 31 December 2008 and the Company recognised
interest related to the note of $380 during 2008. The note receivable is collateralised by the patent ownership. As part of the agreement,
the Company was granted a perpetual, exclusive, royalty-free license in the fields of ex vivo organ and tissue treatment, transplantation

and preservation to make, use, import, offer to sell and sell the compositions and methods now or in the future claimed by this patent

or any reissue patent or re-examination certificate based on the patent.
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6. INVENTORIES

2008 2007
$ $
Medical devices 673,996 308,902
Supplies 129,482 107,738
803,478 416,640
7. PROPERTY AND EQUIPMENT
2008 2007
$ $
Computer equipment 192,922 198,525
Furniture and fixtures 406,170 468,563
Equipment under capital lease 224,166 286,185
Laboratory equipment 1,379,147 1,568,249
Leasehold improvements 929,763 961,359
Tooling and molds 540,089 536,919
Vehicles 23,498 64,941
3,695,755 4,084,741
Accumulated depreciation and amortisation (2,963,457) (2,998,249)
732,298 1,086,492
8. INTANGIBLES
Intangible assets consist of the following:
2008 2007
$ $
Patents issued 745,959 959,008
Patents pending 824,885 682,200
1,570,844 1,641,208
Less accumulated amortisation (411,076) (424,749)
1,159,768 1,216,459

During the years ended 31 December 2008 and 2007, the Company abandoned patents issued and patents pending with an original cost

of $294,877 and $0, respectively.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED 31 DECEMBER 2008 AND 2007

8. INTANGIBLES (CONTINUED)
The following schedule by year represents future intangible amortisation:

Year ending 31 December $
2009 106,127
2010 118,105
2011 103,642
2012 81,325
2013 81,325
Thereafter 669,244

1,159,768

9. LONG-TERM DEBT

2008 2007
$ $
Loan payable to an auto finance company, payable in monthly installments of $813, due in August 2008;
secured by the vehicle — 6,131
Note payable to contractor, payable in monthly installments of $1,717-$2,922, including interest
at an annual rate of prime plus 3%, due in February 2008; secured by equipment. Paid in full in 2008 — 29,044
Subordinated loan payable by ORS Europe, NV to IWT; at the option of ORS Europe, NV, principal and
interest payable on an installment basis beginning November 2009 through September 2012; interest
charged at an annual rate of 8.43%; debt subordinated to the intercompany payable to Lifeline Scientific, Inc. 1,016,908 1,066,733
Capital lease obligations, payable in monthly installments, including interest at various annual rates,
due in January 2008 through November 2010; secured by the underlying equipment 23,974 48,821
Long-term debt, net 1,040,882 1,150,729
Less current maturities (65,127) (59,680)
975,755 1,091,049

During 2007, the Company issued additional convertible promissory notes of $3,590,000. The notes bore interest at 12% and accrued
interest charged to operations prior to the IPO was $211,336. The aggregate principal and accrued interest of $3,801,336 was converted
into 1,481,612 shares of common stock upon the IPO as described in note 3.

The aggregate of the convertible debt and related accrued interest was converted into the number of new common shares, as defined
by each of the note agreements, totalling 11,331,305 shares of common stock.

Maturities on long-term debt other than capital leases are as follows as of 31 December 2008:

Year ending 31 December $
2009 50,024
2010 319,855
2011 340,549
2012 306,480
TOTAL MINIMUM PAYMENTS REQUIRED 1,016,908

26 Lifeline Scientific Annual Report 2008



10. INCOME TAXES
The benefit for income taxes consists of the following components:

2008 2007

$ $

Federal — —

State — —

DEFERRED TAXES

Federal 3,024,040 4,345,187

State 246,560 615,738

3,270,600 4,960,925

Additional valuation allowance (3,270,600) (4,960,925)

TOTAL INCOME TAXES — _
The net deferred tax asset in the accompanying balance sheets includes the following components:

2008 2007

$ $

Deferred tax liabilities (488,652) (555,643)

Deferred tax assets 30,112,719 26,909,110

Net deferred tax asset 29,624,067 26,353,467

Valuation allowance

(29,624,067)

(26,353,467)

NET DEFERRED TAX ASSET

The income tax expense (benefit) differs from the federal statutory tax rate generally as a result of changes in the valuation allowance
and permanent differences, such as meals and entertainment expenses and state income taxes. A valuation allowance has been provided

to reduce the deferred tax assets to the amount that is more likely than not to be realised.

The Company has federal and state net operating loss carryforwards totalling $72,421,000, which may offset against future taxable income.

If not used, the carryforwards will expire as follows:

Year $
2019 2,116,000
2020 4,905,000
2021 4,136,000
2022 5,497,000
2023 7,720,000
2024 6,412,000
2025 11,136,000
2026 12,197,000
2027 14,131,000
2028 4,171,000
TOTAL LOSS CARRYFORWARDS 72,421,000

It is possible that previous or future changes in ownership could result in limitations on the utilisation of operating loss carryforwards pursuant to
Internal Revenue Code Section 382. If such changes did or were to occur, there would be an annual limitation on loss carryforwards that could

be utilised. In addition, a portion of the carryforwards could expire before becoming available to reduce future taxable income.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED 31 DECEMBER 2008 AND 2007

10. INCOME TAXES (CONTINUED)

ADOPTION OF FIN 48

The Company adopted FIN 48 effective 1 January 2007. Upon adoption of FIN 48 and through 31 December 2008, the Company had

no unrecognised tax benefits. As of the date of adoption, there were no tax positions for which it is reasonably possible that the total
amounts of unrecognised tax benefits will significantly increase or decrease within twelve months from the date of adoption of FIN 48 or
from 31 December 2008. As of 31 December 2008, the Company is subject to federal and state income tax in the United States. Since the
Company is in a loss carryforward position, as described in the previous paragraph, the Company is generally subject to US federal and state
income tax examinations by tax authorities for all years for which a loss carryforward is available. Thus, upon adoption of FIN 48, the Company’s
open tax years extend back to 2005 for both federal and state jurisdictions. In the event that the Company concludes that it is subject to interest
and/or penalties arising from uncertain tax positions, the Company will record interest and penalties as a component of other income and
expense. No amounts of interest or penalties were recognised in the Company’s consolidated statements of operations or consolidated
balance sheets upon adoption of FIN 48 or as of and for the years ended 31 December 2008 and 2007.

11. COMMON STOCK AND PREFERRED STOCK

COMMON STOCK

In accordance with its third amended and restated certificate of incorporation dated 20 December 2007, the total number of shares the Company
is authorised to issue is 30,000,000, all of which is designated as common stock with $0.01 par value. Each share of common stock entitles
the holder to one vote on each matter submitted to a vote of the stockholders of the Company. The holders of the common stock shall be
entitled to receive dividends when, and if, declared by the Board of Directors.

PREFERRED STOCK

The Company had elected to account for its Series A and Series B redeemable preferred stocks in conformity with the requirements of the
Securities and Exchange Commission of the United States of America. Accordingly these shares were classified outside of stockholders’ equity.
In addition, the carrying value of those shares was adjusted to redemption value, as described below, as of each year-end through the Company’s
additional paid-in capital. The redeemable preferred stock was converted into common stock upon the IPO.

Prior to the IPO, the Company had three series of preferred stock outstanding. Each share of outstanding Series A preferred, Series B preferred
and Series C preferred entitled the record holder to one vote on each matter submitted to a vote of the stockholders of the Company and to
have the number of votes equal to the number of whole shares of common stock into which such shares of Series A, Series B and Series C
were convertible.

The Series A, Series B and Series C preferred stock were entitled to liquidation rights, as defined in the second amended and restated certificate
of incorporation of the Company. The holders of Series A and Series B stock were entitled to their original issue price per share plus an amount
equal to the original issue price per share multiplied by 2% per quarter, compounded quarterly in arrears, or the amount in which the holder would
be entitled to had such shares been converted to common stock.

The holders of the Series A, Series B and Series C preferred stock had the option to convert such shares at any time into the number of shares
of common stock that result from dividing the appropriate liquidation preference by the appropriate conversion price of $3.30 per share for
the Series A stock and $3.30, as adjusted, for the issued Series B-1 stock. The Series C stock conversion price was $3.90 per share.

The redemption amount, which was equivalent to the liquidation distribution as described above, increased to $22,087,398 and $11,209,663
as of the date of the IPO for Series B preferred and Series A preferred, respectively, based upon the current number of Series B and Series A
preferred shares outstanding as of the IPO. In addition, legal fees and commissions of $555,565 paid in conjunction with the issuance of the
Series B-1 preferred stock have been recorded as a direct offset to the Series B preferred.

Upon the IPO, which triggered the conversion features of the Series A and Series B-1 preferred stock, the aggregate liquidation preference
of the Series A and Series B-1 preferred stock was converted into 2,124 common shares on a reverse split adjusted basis.

Upon the IPO, which triggered the conversion features of the Series C preferred stock, the Series C preferred stock was converted into
567 common shares on a reverse split adjusted basis.
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12. STOCK OPTIONS AND WARRANTS

OPTIONS

In December 2007, the Company approved a Second Amended and Restated Stock Option and Restricted Stock Plan (the 2007 Plan).

As of 31 December 2008 and 2007, the 2007 Plan reserves 1,895,080 and 1,866,561 shares of common stock for grant (or 12% of the
issued and outstanding common stock). The 2007 Plan permits granting of awards to selected employees, consultants and directors of the
Company in the form of options to purchase shares and shares of restricted stock. Options granted may include Nonqualified Options as well
as Incentive Stock Options. The 2007 Plan is currently administered by the Board of Directors. The 2007 Plan gives broad powers to the Board
of Directors to administer and interpret the 2007 Plan, including the authority to select the individuals to be granted options and restricted stock,
and to prescribe the particular form and conditions of each option or restricted stock granted. The 2007 Plan shall continue in effect for a term
of ten years unless terminated sooner under provisions of the 2007 Plan. It is the Company’s policy to issue new stock certificates to satisfy
stock option exercises.

During 2008, the Company granted 250,000 nonqualified options to several members of the Board of Directors at an exercise price of £1.50,
vesting equally over a four-year period and having a ten-year term. The options were granted at the fair market value of the common stock on the
date of the grant. The remaining contractual term of the option grant is nine years; no options were exercised during 2008 and 61,473 options
are exercisable as of 31 December 2008.

The weighted-average grant date fair value of options granted during the year ended 31 December 2008 was £.67. Fair value was estimated
as of the grant date based on a Black-Scholes option pricing model using the following weighted average assumptions:

2008
Risk-free interest rate 2.88%
Expected volatility rate 44%
Dividend yield -
Expected life (years) 5.6

The Company recognised compensation expense of $24,657 and $93,398 for the years ended 31 December 2008 and 2007, respectively.
As of 31 December 2008, there was approximately $164,606 of total unrecognised compensation cost related to the 188,039 of non-vested
options granted under the 2007 Plan that is expected to be recognised over a three-year period.

As of 31 December 2008 and 2007, there are an immaterial number of options outstanding under a prior Stock Option and Restricted Stock Plan
that because of the reverse stock split just prior to the IPO, have adjusted exercise prices that range from $250 to $12,500. It is the Company’s
belief that these options are worthless, due to being so far out of the money, and will never be exercised prior to expiration.

WARRANTS
During 2003 and 2004, the Company issued warrants with lives ranging from five to ten years for the right to purchase 224,604 shares
of common stock ranging from $3.90 to $4.25 per share.

At various times from July 2004 through June 2007, the Company issued currency denominated warrants in the amount of $7,789,505,

in connection with the issuance of convertible promissory notes, all of which were converted into common stock at the IPO. The majority

of the warrants remaining outstanding at the date of the IPO were not affected by the reverse stock split in accordance with the agreements.
The warrants expire at various dates from March 2009 to August 2011. The determination of the actual number of common shares the warrants
are convertible into at any point in time is derived by formula per the individual warrant agreements. As these are currency denominated warrants,
the number of common shares ultimately issued upon exercise will vary due to foreign currency translation adjustments between the British pound
and the US Dollar.

In December 2007 and May 2008, in conjunction with the IPO, the Company issued warrants, which are convertible into common stock of the
Company. The warrant holder may exercise each warrant held to purchase a share of common stock at an exercise price of £1.95 (or $2.82
and $3.92 as of 31 December 2008 and 2007, respectively), or as adjusted as defined by the agreement. The 2007 and 2008 warrant grants
expire in January 2011 and March 2011, respectively. The fair value of the stock at grant date was less than the exercise price of the warrants.
The number of common stock equivalent warrants granted was 2,570,884 and the value of the warrants on the date of grant was determined
to be $0 for the years ended 31 December 2008 and 2007 by the Black-Scholes option pricing model.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED 31 DECEMBER 2008 AND 2007

12. STOCK OPTIONS AND WARRANTS (CONTINUED)

Warrant activity for the years ended 31 December 2008 and 2007 is as follows:

Issuable
common stock

Outstanding as of 31 December 2006 5,462,019
Granted 365,959
Granted at IPO 2,570,884
Exercised (623,280)
Adjustment due to share price changes (2,276,895)

Outstanding as of 31 December 2007 5,498,687
Granted 26,000
Exercised (236,522)
Expired (15)
Adjustment due to currency and share price changes 7,388,382

OUTSTANDING AS OF 31 DECEMBER 2008 12,676,532

In addition, in 2008 the holder of a $500,000 denominated warrant, in a cashless exercise, converted his warrant into 70,992 shares of common stock.

13. OPERATING LEASES

The Company conducts its operations in facilities leased under a number of operating leases. Rent expense under these agreements amounted

to $467,412 and $478,006 for the years ended 31 December 2008 and 2007, respectively.

The following is a schedule by year of future minimum lease payments required under operating leases that have initial or remaining

non-cancellable lease terms in excess of one year as of 31 December 2008:

Year ending 31 December $
2009 379,171
2010 265,641
2011 225,424
2012 56,041
TOTAL MINIMUM PAYMENTS REQUIRED 927,277

14. EMPLOYEE BENEFIT PLAN

The Company sponsors a limited employer-matching 401(k) plan for all employees who have completed one year of service. The plan provides
for contributions in such amounts as determined by the Board of Directors, and the employer match is discretionary. There were no Company
contributions during the years ended 31 December 2008 and 2007, and the Company has not accrued for a contribution into the 401(k) plan.
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15. RELATED PARTY TRANSACTION

The Company previously entered into a consulting agreement with Pascal Group, which was terminated as of 31 December 2007. Steven Mayer,
a member of the Company’s Board of Directors, is a director of the Pascal Group. These arrangements were concluded at arm’s length.
Fees for services rendered under the consulting agreement were $0 and $98,000 for the years ended 31 December 2008 and 2007, respectively.

16. INCOME FROM LIFE INSURANCE PROCEEDS

Due to the death of the Bowman Research Inc. subsidiary’s Chief Scientific Officer in August 2008, the Company realised non-taxable income
from life insurance proceeds in the amount of $1,000,000 for the year ended 31 December 2008. The amount is separately stated in the statement
of operations as a component of continuing operations as required by accounting principles generally accepted in the United States of America.

17. CORRECTION OF ERROR

In 2007, the Company over accrued $274,584 in project costs on a multi-year research project in Europe, based on incorrect invoicing from the
vendor. This error was discovered and corrected in 2008. The Company has restated its previously issued 2007 consolidated financial statements
to reflect this correction, as follows:

Research and

Net loss Accumulated deficit Accrued expenses development expense

$ $ $ $

Original value after reclassification (23,174,703) (81,370,021) 1,144,611 2,083,267
Correction of error 274,584 274,584 (274,584) (274,584)
Restated value (22,900,119) (81,095,437) 870,027 1,808,683

18. OTHER CASH FLOW INFORMATION
The Company recorded certain accrued legal and professional fees related to the IPO of $121,102 as of 31 December 2008.

The Company financed property and equipment purchases totalling $37,329 for the year ended 31 December 2007 .

The Company issued 875 shares of its common stock during the year ended 31 December 2007 for financial services by unrelated third parties
in conjunction with the IPO. The value of the services was $264,250 for the year ended 31 December 2007.

The Company recorded a transaction to increase the book value of the Series A and B-1 preferred stock to the liquidation value of each issue
in accordance with the amended and restated certificate of incorporation of the Company. (See note 11). The amounts were $853,666 for
Series A and $1,682,059 for Series B-1 for the year ended 31 December 2007.

The Company issued 623,280 shares of common stock upon the exercise of warrants immediately prior to the IPO.

The Company recorded a receivable for a common stock subscription in conjunction with the IPO amounting to $9,616,001, which was settled
in January 2008.

Cash payments of interest were $5,550 and $394,297 for the years ended 31 December 2008 and 2007, respectively.

In connection with the issuance of convertible debt, the Company has recorded debt discounts representing the intrinsic value of the beneficial
conversion feature of the convertible debt. Additional debt discounts were also recorded for the value of the warrants that were issued in conjunction
with the convertible debt. Both amounts were being amortised to interest expense, using the effective interest method from the date of issuance
to the stated redemption date. Interest expense recorded during 2007 related to the amortisation of the debt discount was $11,128,529.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED 31 DECEMBER 2008 AND 2007

18. OTHER CASH FLOW INFORMATION (CONTINUED)

The convertible debt issuances from 2004 to 2007 contained contingent beneficial conversion features, which were recorded upon the IPO,

as defined by the agreement. The intrinsic value of these contingencies were computed and recorded in 2007 in accordance with EITF 00-27
and the terms of the agreements. Due to subsequent amendments to the terms of the agreements, an increase to the initial intrinsic value of
the beneficial conversion feature as originally recorded was also triggered by the IPO. The total amount of additional intrinsic value of beneficial
conversion features being recognised in 2007 upon the IPO was $10,978,748.

Due to the conversion of the convertible debt at the date of the IPO, the unamortised debt discounts of $149,782 were charged to interest
expense during the year ended 31 December 2007.

See notes 5 and 12 for additional non-cash transactions.

19. MAJOR SOURCES OF REVENUE

The Company receives the majority of its grant revenue under several grant contracts from the National Institutes of Health. During the years
ended 31 December 2008 and 2007, respectively, the Company received approximately $850,000 and $1,247,000, respectively. The receivable
balances for the granting agencies were $29,156 and $60,047 as of 31 December 2008 and 2007, respectively.

20. RECLASSIFICATIONS

For comparability, the 2007 financial statements reflect reclassifications where appropriate to conform to the consolidated financial statement
presentation used in 2008. Accrued expenses originally reported for 2007 were $1,272,380 from which $127,769 was reclassified into
Accrued Salaries and Other Compensation to conform to the 2008 presentation of Accrued Salaries and Other Compensation.

32 Lifeline Scientific Annual Report 2008



designed and Eroduced by .
the design portfolio
marketing services.

www.design-portfolio.co.uk



LIFELINVE }

SCI/ENTIFIC

LIFELINE SCIENTIFIC

2570 E. Devon Avenue
Des Plaines, IL 60018 USA
T +1 847.294.0300

F +1 847.294.0301
www.lifeline-scientific.com





