











Notes to the consolidated financial statements

The fair values of the liability component and the equity conversion
component were determined on the withdrawal of the advances of the
convertible loan. The fair value of the liability component was deter-
mined using a market interest rate for an equivalent non convertible
loan. The residual amount, representing the value of the equity con-
version component, was included in shareholders’ equity in “Equity
component of convertible loan”. The fair value of the liability compo-
nent of the convertible loan at December 31, 2007, amounted to KCHF
4'175. This fair value was calculated using cash flows discounted at
arate of 10%.

In subsequent periods the liability component continued to be presented
on the amortised cost basis, until extinguished on conversion or maturity
of the loan. The equity conversion component was determined at the
time of the loan’s withdrawal.

The carrying amount of the liability component of the convertible loan
approximated its fair value. Interest expense on the loan is calculated
on the effective yield basis by applying the effective interest rate (10%)
for an equivalent non convertible loan to the liability component of the
convertible loan.

The convertible loan is recognised in the balance sheet as follows:

/In CHF "000 Notes December 31, 2008 December 31, 2007
Face value of convertible loan remitted on June 8, 2007 4’800 4’800
Equity component of convertible loan - 625 - 625
Liability component on initial recognition 4’175 4’175
Interest expense 2007 258 258
Interest expense 2008 367 -
Liability component 4’800 4’433
Amount converted into share capital on September 29, 2008 23 - 4’800 -

At December 31,2008
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20 - Other current liabilities

/In CHF "000 December 31, 2008 December 31, 2007
Accrued production expenses 123 283
Payroll and social charges 104 375
Commissions 70 283
Professional expenses 427 265
Various taxes 35 300
Other 1 3

760 1'509
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21 - Provisions

/In CHF *000 Notes Warranty Installation Other issues Total
January 1, 2007 406 32 684 1122
Additions 68 85 - 153
Amounts used -110 - 61 - -171
Reversals (unused) - 254 -20 - 336 - 610
Exchange difference -3 -1 - -4
December 31, 2007 107 35 348 490
Additions - 6 100 106
Amounts used -5 -1 - -16
Reversals (unused) -94 -10 - 348 - 452
Disposal of assets/ liabilities 29 -8 - 20 - - 28
December 31,2008 — — 100 100
Expected cash outflows:
- not later than 1 year - - 100 100
- later than 1 year and not later than 5 years - - - -
- - 100 100

The warranty provision covered the expenses related to the repairing
of systems sold, which were generally covered by a one-year warranty.
The amount was determined on a standard basis, based on our expe-
rience of the average expenses incurred. It might have been adapted
if it was estimated not to be sufficient or to be over-stated, taking into
consideration the time period remaining until the expiry of the warranty.

The installation provision covered mainly the expenses related to the
installation and upgrading of the machines on customer's site. The
amount was determined on a standard basis, based on our experience
of the average expenses incurred. It might also have been re-estimated
on a case by case basis, depending on the remaining work to be done.

The amount of KCHF 348 as at December 31, 2007 was a provision for
building vacancy in Yverdon, as 4M was renting a building in Yverdon
until the anticipated termination date of rental of June 30, 2008.

The amount of KCHF 100 as at December 31, 2008 (2007: KCHF 0) is
a provision for restructuring related to the liquidation of the subsidiaries
4M Technologies SA, Taiwan branch, and 4M Technologies Inc, USA.



22 - Pension obligations

The group has subsidiaries in four countries, where the retirement sys-
tems are very different. In Switzerland, the pension plan is classifying
as defined benefit plan. The employees of operating companies in other
countries are mainly covered by local social security schemes. Those
benefit plans are not considered as material, and pension costs for
these plans are charged to the income statement when incurred.

The Swiss defined benefit plan scheme is valued by independent actua-

ries every year using the projected unit credit method. The latest actua-
rial valuation was carried out as at December 31, 2008.

The amounts recognised in the balance sheet are as follows:

/In CHF *000
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December 31, 2008 December 31, 2007

Defined benefit assets

Defined benefit liabilities - 37
Net (asset)/ liability in the balance sheet — 37
This net amount is composed as follows:

Present value of defined benefit obligations for funded plan - 6'948
Fair value of plan assets - -5'429
Funded status — 1519
Unrecognised actuarial gains/ (losses) - -1'358
Unrecognised past service cost - -124
Net (asset)/liability in the balance sheet - 37




Notes to the consolidated financial statements

The movement in the defined benefit obligations over the year is

as follows:
/In CHF "000 2008 2007
January 1 6'948 6’556
Settlement -5'858 -
Current service cost 209 171
Interest cost 243 197
Employee contributions 173 186
Liability (gain)/loss due to assumptions changes - -385
Experience (gain)/loss -633 1155
Benefits paid -1082 -932
December 31 — 6’948
The movement in the fair value of plan assets of the year is as
follows:
January 1 5'429 5'342
Settlement - 4’891 -
Expected return on plan assets 217 214
Assets gain -19 433
Employer contributions 173 186
Employee contributions 173 186
Benefits paid -1082 -932
December 31 - 5429
The pension cost and amounts recognised in the income statement
for the Swiss scheme are as follows:

Year ended Year ended
/In CHF "000 Notes December 31, 2008 December 31, 2007
Current service cost 209 171
Interest cost 243 197
Expected return on plan assets - 217 -214
Settlement -176 -
Recognised actuarial losses 61 45
Recognised past service cost 16 16
Net pension cost, included in Employee benefit expenses 5 136 215
Actual return on plan assets 198 647




The plan assets consist of a reimbursement right against the collective
foundation (insurance) to 100%.

The expected return on plan assets was determined by considering the
expected returns available on the assets underlying the current invest-
ment policy. Expected yields on fixed interest investments are based
on gross redemption yields as at the balance sheet date. Expected
returns on equity and property investments reflect long-term real rates
of return experienced in the respective markets.

Settlement has arisen further to the transfer to Mondema SA (see Note
29), at December 31, 2008, of almost all of the employment agree-
ments and to the related reduction in the number employees.

Expected employer contributions to defined benefit plan for the year

ending December 31, 2009 are not yet determinable.

As at December 31, the deficit/ (surplus) is determined as follows:
2008

2007

2006
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2005

Present value of defined benefit obligations for funded plan - 6'948 6’556 11491
Fair value of plan assets - -5'429 -5'342 -9'882
Deficit/ (surplus) - 1’519 1214 1609
Experience adjustments on plan liabilities: (gain)/loss - 633 1155 676 875
Experience adjustments on plan assets: (gain)/loss 19 -433 -85 - 564
The principal actuarial assumptions used for accounting purposes

are as follows for all periods presented:

Discount rate 3.50% 3.50%

Inflation rate 1.00% 1.00%

Expected return on plan assets 4.00% 4.00%

Future salary increases 2.00% 2.00%

Future pension increases 0.50% 0.50%

Assumptions regarding future mortality experience are set based on

advice in accordance with published statistics and experience in each

territory.

The average expectancy of life after retirement (LPP 2005) in years

of a pensioner retiring at age 65 (male) and 64 (female) on the ba-

lance sheet date is as follows:

Male 17.90 17.90

Female 21.80 21.80
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23 - Share capital

/In CHF "000 Number of shares Ordinary shares Share premium Total
January 1, 2007 9'083'853 45'419 1162 46’581
Capital reduction - - 31793 - - 31793
Forfeit of share options - - - 98 - 98
December 31, 2007 9'083'853 13’626 1064 14’690
Capital reduction - -12'77 - -1277
Share options: forfeit/ cancellation of options - - - 791 - 791
Issue of share capital, by conversion 89'115’970 8'912 - 8'912
Issue of share capital, by cash injections 8'884'030 888 - 888
December 31, 2008 107°083'853 10’709 273 10’982

At December 31, 2008, the share capital consists of 107°083'853
authorised, issued and fully paid-in registered shares with a par value
of CHF 0.10 each. Each share carries one vote at the shareholders’
meetings. Voting rights may be exercised only after a shareholder has
been registered in the Company’s share register as a shareholder with
voting rights.

On April 27, 2007, at the shareholders’ general meeting, the sharehol-
ders had accepted the Board resolution to reduce the share capital of
the Company from CHF 45'419'265 to CHF 13'625'779.50, through a
reduction of the nominal value from CHF 5.00 per share to CHF 1.50 per
share. The number of shares had remained unchanged at 9°083’853
shares. This transaction had reduced the accumulated losses by CHF
31'793'485.50.

At the shareholders’ general meeting held on April 25, 2008, the share-
holders accepted the Board resolution to reduce the share capital of
the Company from CHF 13'625°779.50 to CHF 908°385.30, through
a reduction of the nominal value from CHF 1.50 to CHF 0.10 per share.
The number of shares remained unchanged at 9'083'853 shares. This
transaction reduced the accumulated losses by CHF 12'717°394.20.

As at July 25, 2008, as decided by the shareholders’ general meeting
held on April 25, 2008, the share capital has been increased by CHF
5'000°000 from CHF 908°385.30 to CHF 5'908’385.30, through the
issuance of 50°000'000 authorised and fully paid-in registered shares
with a par value of CHF 0.10 each. This capital has been paid-in by
means of CHF 4'111'597 of conversion of debt into capital and CHF
888’403 of cash injections.

By resolution of the Board of Directors of September 29, 2008, the
conditional share capital has been executed as follows: further to the
full conversion of the convertible loan, the share capital of the Company
has been increased by CHF 4,80 million, from CHF 5°908’385.30 to
CHF 10°708’385.30 (107°083'853 registered shares of a nominal
value of CHF 0.10 each).



Movements in the number of share options outstanding and their
related weighted average exercise prices are as follows:
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2008 2007

Average exercise Average exercise

price in CHF price in CHF
per share Number of options per share Number of options
At the beginning of the year 3.00 377'500 5.00 378’500
Forfeited 3.00 -28°000 3.00 - 1000
Cancelled 3.00 -249'500 - -
At the end of the year 3.00 100’000 3.00 377’500

Conditional share capital

Conditional capital reserved for share option plans - At December 31,
2008, the conditional capital of the Company represents an amount
of CHF 60’000, reserved for share option plans. At the shareholders’
general meeting held on April 27, 2007, the conditional share capital,
reserved for share option plans, had been reduced in 2 steps:

| from CHF 6’170°000 (1'234°000 registered shares of a nominal
value of CHF 5.00 each) to CHF 1851000 (1234000 registered
shares of a nominal value of CHF 1.50 each) by means of the nomi-
nal value reduction from CHF 5.00 to CHF 1.50 per share;

[l from CHF 1'851°000 (1'234°000 registered shares of a nominal
value of CHF 1.50 each) to CHF 900’000 (600’000 registered
shares of a nominal value of CHF 1.50 each) in a second step.

At the shareholders’ general meeting held on April 25, 2008, the condi-
tional share capital, reserved for share option plans, has been reduced
from CHF 900’000 (600°'000 registered shares of a nominal value
of CHF 1.50 each) to CHF 60’000 (600’000 registered shares of a
nominal value of CHF 0.10 each) by means of the nominal value redu-
ction from CHF 1.50 to CHF 0.10 per share.

According to a resolution of the Board of Directors of 4M TECHNOLOGIES
HOLDING SA, the Company has decided to terminate the existing share
option plan with effect as of December 31, 2008. At that date, any
existing option will be cancelled without counterpart. This measure has
applied to all the existing options, except 100’000 options granted in
2003 to a former executive director.

The shares to be issued in respect of the conditional share capital
of CHF 60°'000 (600°'000 registered shares of a nominal value of
CHF 0.10 each) are reserved for the purpose of the exercise of rights
under share option plans for the group’s managers and employees.
The conditions and modalities of the cancelled plans were as follows.
The purpose of the plans was to enable staff of 4M Group to acquire
shares at a strike price corresponding to the market value (but with
a minimum corresponding to the nominal value). The total number of
shares granted to each beneficiary under the plans should, for each
portion, vest in one annual instalment of 100% on the first anniversary
date of the date of grant. The unexercised portion of any option rights

granted under the plans would expire on December 31, 2010 (the share
option plan was amended by the Board of Directors on July 12, 2007:
before this amendment, the expiry date was December 31, 2007).

As at December 31, 2008, the 100’000 outstanding (2007: 377°500
options) have an exercise price of CHF 3.00, are exercisable and have
December 31,2010 as expiry date.

The fair value of options granted during 2004 was determined using
the Black-Scholes valuation model was CHF 3.13. The significant inputs
into the model were share price of CHF 7.70 at the grant date, exercise
price shown above, standard deviation of expected share price returns
of 50%, option life disclosed above, and annual risk-free interest rate
0f 1.26%.

Conditional capital reserved for convertible loan

As at December 31, 2007, an additional conditional share capital of CHF
4,80 million was available. Indeed, at the shareholders’ general mee-
ting of April 27, 2007, the share capital of the Company had been con-
ditionally increased by CHF 4,80 million. This conditional share capital
was reserved for the exercise of conversion or option rights granted
to the convertible loan holders. As at September 29, 2008, further to
a full conversion of the convertible loan, this conditional share capital
has been entirely used for ordinary capital increase of CHF 4,80 million
(see Note 19).

Dividend
At the Annual General Meeting on May 28, 2009, the Board of Directors
will not propose any dividend in respect of fiscal year 2008 (2007: nil).
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24 - Commitments

The future minimum lease payments under non cancellable opera-
ting leases are as follows:

/In CHF "000 December 31, 2008 December 31, 2007
Not later than 1 year 1 508
Later than 1 year and not later than 5 years - 1642
More than 5 years - 3'420

1 5’570

These operating leases mainly concern vehicles and office rentals.

Lease payments incurred during 2008 and recorded in the income
statement amount to KCHF 498 (2007: KCHF 576).



25 - Contingent liabilities

As described in details in Note 29, 4M has entered into an agree-
ment concerning the sale of certain assets and liabilities, as well as the
transfer of its leased facilities and certain contracts in relation to the
production of its optical disc manufacturing machines, with effect as of
December 31, 2008, to a recently incorporated company, Mondema
SA. 4M Technologies SA has transferred to Mondema SA practically all
the assets, liabilities and contracts relating to the optical disc manu-
facturing activities, which included the transfer to such company of
(1) the assets relating to such activities, (Il) the business agreements
(such as agreements with customers, suppliers and other third parties)
relating thereto, (Ill) almost all of the employment agreements and (IV)
the principal lease agreement on the premises of 4M Technologies SA,
located in Monthey. Should Mondema SA be unable to fulfil its obliga-
tions towards the landlord of its premises, the landlord could claim from
4M Technologies SA for a period of 2 years after the transfer of the
lease agreement: as the rent is of KCHF 34 per month, the maximum
amount of claim could be KCHF 816.

The group has contingent liabilities in respect of legal claims arising
in the ordinary course of business. In management’s opinion, it is not
anticipated that any material liabilities will arise from the contingent lia-
bilities other than those provided for and the one described here above.
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26 - Assets pledged

As explained in details under Note 19, the convertible loan and its inte-
rests are secured by pledge of the 4M Group’s intellectual property
rights, receivables, as well as by pledge of the shares held by 4M
TECHNOLOGIES HOLDING SA in its subsidiaries. Those assets are also
pledged on second ranking in relation with the short-term loan from
related party (see Note 19).

Those pledges will be released after the conversion of the convertible
loan interests (see Note 19) and of the short-term loan from related
party (see Note 27) into share capital at the share capital increase of
February 13, 2009 (see Note 32).



27 - Related party transactions

The following transactions were carried out with related parties.
Key management compensation:

/In CHF *000

Year ended
December 31, 2008

60 - 61

Year ended
December 31, 2007

Salaries and other short-term employee benefits

210

300

In2008 (and in 2007), no other compensation elements were granted to
key management (neither share options, nor any other compensation).

Year-end balances:

/In CHF "000 Notes December 31, 2008 December 31, 2007
Included in:

Short-term debt 19 2’19 1983
Long-term debt 19 - 1581

At December 31, 2007, the amount of KCHF 1'983 of short-term debt
had been lent by a related party to 4M TECHNOLOGIES HOLDING SA
to finance working capital requirements. This amount included the prin-
cipal of KCHF 1950 and KCHF 33 of interest (5%). The maturity date
was December 31, 2008. This loan was unsecured in nature. This debt
has been converted into share capital at the share capital increase of
July 25, 2008 (see Note 23).

At December 31, 2008, the amount of KCHF 2’119 of short-term debt
has been lent by a related party to 4M TECHNOLOGIES HOLDING
SA to finance working capital requirements. This amount includes the
principal of KCHF 2’100 and KCHF 19 of interest (5%). The maturity
date is July 31, 2009. This loan is secured, on second ranking after
the convertible loan (see Note 19) by pledge of the 4M Group’s intel-
lectual property rights, receivables, as well as by pledge of the shares
held by 4M TECHNOLOGIES HOLDING SA in its subsidiaries. This debt
has been converted into share capital at the share capital increase of
February 13, 2009 (see Note 32).

As at December 31, 2007, the part of the amount (including interest)
lent, under the convertible loan mentioned in Note 19, by Mr. Stephen
Grey and Mr. Nicholas Grey, both shareholders and members of the
Board of Directors of 4M TECHNOLOGIES HOLDING SA, amounted to
KCHF 1'581. The convertible loan has been converted into share capital
on September 29, 2008, according to Notes 19 and 23 here above.
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28 - Segment information

Year ended
December 31, 2008

Year ended
December 31, 2007

/In CHF *000 Revenue Total assets Capital expenditure Revenue Total assets Capital expenditure
Switzerland 603 4’895 - 415 8'326 217
Other European countries 161 - - 78 - -
Asia Pacific countries 630 193 - 4’086 915 -
Other countries 200 4 - 644 121 1

1’594 5’092 — 5223 9’362 218

Capital expenditure comprises additions to property, plant and equipment (Note 14) and intangible assets (Note 15).

Business segments - Primary reporting format

Business segments provide products that are subject to risks and
returns that are different from those of other business segments. The
product groups of the Company are similar with regard to both pro-
duction processes as well as marketing methods and markets. Hence,
they are not considered as separate business segments and do not
require individual financial reporting for each segment.

Geographical segments - Secondary reporting format
Geographical segments provide products within a particular economic
environment that is subject to risks and returns that are different from
those of components operating in other economic environments.

The group operates in four main geographical areas. Switzerland is the
home country of the parent company and the main operating entity.
The group has representation offices in other European countries, Asia
Pacific countries and the Americas.

Revenue is based on the country in which the customer is located.

Total assets and capital expenditures are shown by the geographical
area in which the assets are located.



29 - Disposal of assets/ liabilities

4M has entered into an agreement concerning the sale of certain assets
and liabilities, as well as the transfer of its leased facilities and certain
contracts in relation to the production of its optical disc manufacturing
machines, with effect as of December 31, 2008, to a recently incorpo-
rated company, Mondema SA. 4M Technologies SA has transferred to
Mondema SA practically all the assets, liabilities and contracts relating
to the optical disc manufacturing activities, which included the transfer
to such company of (1) the assets relating to such activities, (Il) the
business agreements (such as agreements with customers, suppliers
and other third parties) relating thereto, (Ill) almost all of the employment
agreements and (IV) the principal lease agreement on the premises
of 4M Technologies SA, located in Monthey (see Note 25 for related
contingent liabilities).

4M has retained the ownership of intellectual property rights relating
to the optical disc products and activities. In exchange for royalties,
4M Technologies SA has granted a license to Mondema SA for the use
of the patents, know-how and trademarks owned by 4M.

The disposal of assets and liabilities has taken place as at December
31, 2008. The transaction was valued CHF 1,7 million.

The following assets and liabilities have been disposed of:

/In CHF "000 Notes Sales price
Cash and cash equivalents 291
Trade account receivables 223
Inventories 2 280
Other current assets 10
Property, plant and equipment 14 1124
Intangible assets 15 -
Trade account payables -7
Other current liabilities - 57
Advances from customers -103
Short-term provisions 21 - 28
Total sale consideration 17 1733

IAS 29 was settled separately (see Note 22).

The consideration for this sale is a loan to Mondema SA for an amount
of KCHF 1'733 (see Note 17 for conditions, guarantees and modalities
of this loan). Therefore, the total cash outflow related to the disposal of
assets/ liabilities to Mondema SA is KCHF 291,
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30 - Compensation in accordance with Swiss Code of Obligations

For additional Board of Directors and General management compensa-
tion and participations disclosures, in accordance with Swiss Code of
Obligations, please refer to the Note 1.5 of the notes to the financial
statements of 4M TECHNOLOGIES HOLDING SA.



31 - Risk assessment

The Board of Directors has held a meeting dedicated to the risk assess-
ment of the Company. The Board has prepared a note on risk manage-
ment and instructed the management to process a risk analysis at least
once a year. The Board's risk management tool enable to early identify
and analyse risks, as well as to take necessary measures. The objec-
tives are the systematic identification of the risks, their assessment, the
classification by priority level, the determination of their impact on the
Company, as well as the adoption and controlling of measures, taken
in order to eliminate or reduce those risks.

The Board has taken the short and long-term measures, necessary to
cover the identified risks. The Board of Directors will process, at least
once a year, a follow-up of risks and action plan.

Further risks are described under “Financial risk management” (see
Note 3).
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32 - Events occuring after the balance sheet date

As at February 13, 2009, as decided by the shareholders’ extraordi-
nary general meeting held on December 23, 2008, the share capital
has been increased by CHF 4’000°000 from CHF 10°708’385.30 to
CHF14'708°385.30, though the issuance of 40’000’'000 authorised
and fully paid-in registered shares with a par value of CHF 0.10 each.
This capital has been paid-in by means of CHF 3'274’946.40 of debt
conversion and CHF 725’053.60 of cash injections.
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Report of the statutory auditor on the financial statements

To the general meeting of 4M TECHNOLOGIES HOLDING SA, Yverdon-les-Bains

Report of the statutory auditor on the financial statements

As statutory auditor, we have audited the accompanying financial state-
ments of 4M TECHNOLOGIES HOLDING SA, which comprise the in-
come statement, balance sheet and notes (pages 72 to 74), for the year
ended December 31, 2008.

Board of Directors’ Responsibility - The Board of Directors is respon-
sible for the preparation of the financial statements in accordance with
the requirements of Swiss law and the company’s articles of incorpora-
tion. This responsibility includes designing, implementing and maintai-
ning an internal control system relevant to the preparation of financial
statements that are free from material misstatement, whether due to
fraud or error. The Board of Directors is further responsible for selecting
and applying appropriate accounting policies and making accounting
estimates that are reasonable in the circumstances.

Auditor’s Responsibility - Our responsibility is to express an opinion on
these financial statements based on our audit. We conducted our audit
in accordance with Swiss law and Swiss Auditing Standards. Those
standards require that we plan and perform the audit to obtain reasona-
ble assurance whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the financial statements. The procedures
selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers the internal control system relevant to the entity’s preparation
of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control system.
An audit also includes evaluating the appropriateness of the accounting
policies used and the reasonableness of accounting estimates made, as
well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

PRICEWATERHOUSE(COPERS

Enclosures: Financial statements (income statement, balance sheet and notes)

Opinion - In our opinion, the financial statements for the year ended
December 31, 2008 comply with Swiss law and the company’s articles
of incorporation.

As the accumulated losses exceed half of the Company’s share capital,
we draw attention to the provisions of article 725 paragraph 1 of the
Swiss Code of Obligations and to Note 2.5 in the financial statements
which describes the financial position and outlook of the Company.

Report on other legal requirements

We confirm that we meet the legal requirements on licensing accor-
ding to the Auditor Qversight Act (AOA) and independence (article 728
CO and article 11 AOA) and that there are no circumstances incompa-
tible with our independence.

In accordance with article 728a paragraph 1 item 3 CO and Swiss
Auditing Standard 890, we confirm that an internal control system
exists which has been designed for the preparation of financial state-
ments according to the instructions of the Board of Directors.

We recommend that the financial statements submitted to you be
approved.

Lausanne, March 26, 2009

Dominique Lustenberger Aude Joly

(Auditor in charge)
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Year ended Year ended
/In CHF "000 December 31, 2008 December 31, 2007
Income
Interests from subsidiaries 122 242
122 242
Expenses
Loss on loans to subsidiaries - 5281 -8'878
Allocation to provision on investments in subsidiaries - -4'199
General and administrative expenses - 652 - 497
Interest and other financial expenses -252 -168
Current taxes -24 -24
-6'209 - 13’766
Net loss -6°'087 -13'524




Balance sheets

/In CHF 000

December 31, 2008

December 31, 2007

Assets

Current assets

Cash and cash equivalents 27 51
Other current assets 46 29
Total current assets 73 80
Long-term assets

Investments in subsidiaries 6’500 6'500
Loans to subsidiaries - 656
Total long-term assets 6’500 7’156
Total assets 6’573 7'236




/In CHF *000

December 31, 2008
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December 31, 2007

Liabilities and shareholders’ equity

Liabilities

Current liabilities 409 355
Loan from related parties 2'19 1983
Convertible loan from investors 235 4’800
Total liabilities 2'763 7’138
Shareholders’ equity

Share capital 10’708 13’626
Accumulated losses -8M -4
Net loss for the year -6'087 -13'524
Total shareholders’ equity 3’810 98
Total liabilities and shareholders’ equity 6’573 7'236
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1 - Indications according to Swiss Code of Obligations

1.1 - Pledges on assets

The shares held by 4M TECHNOLOGIES HOLDING SA in its subsidia-
ries, as well as 4M Group’s intellectual property rights and receivables
are pledged in order to secure the convertible loan (see Note 2.3 below).

1.2 - Significant investments
Investments are valued at cost less any necessary depreciation.

exercise of conversion or option rights granted to the convertible loan
holders. As at September 29, 2008, further to a full conversion of the
convertible loan, this conditional share capital has been entirely used for
ordinary capital increase of CHF 4,80 million (see Note 2.3 herebelow).

1.4 - Significant shareholders
As at December 31, 2008, the following shareholders are considered
as significant shareholders:

% of share capital

/In CHF *000 December 31,2008  December 31,2007 Haute Vision SA 39.50%
Grover Ventures Inc 11.51%

4M Technologies SA Wonthey, Switzerland (100%): Nicholas Grey 8.71%
Stephen Grey 7.00%

Gross book value 10'699 10'699  Schroder & Co Banque SA (both for its own account and for clients) 3.77%

Less: Provision on investment - 4199 - 4199

Net book value 6’500 6’500 1.5 -Additional Board of Directors and General management disclosures

1.3 - Conditional share capital

Conditional capital reserved for share option plans - At December 31,
2008, the conditional capital of the Company represents an amount of
CHF 60’000, reserved for share option plans.

At the shareholders’ general meeting held on April 27, 2007, the condi-
tional share capital, reserved for share option plans, had been reduced
in 2 steps:

| from CHF 6’170°000 (1'234’°000 registered shares of a nominal
value of CHF 5.00 each) to CHF 1'851'000 (1'234°000 registered
shares of a nominal value of CHF 1.50 each) by means of the nomi-
nal value reduction from CHF 5.00 to CHF 1.50 per share;

Il from CHF 1851'000 (1'234°000 registered shares of a nominal
value of CHF 1.50 each) to CHF 900’000 (600’000 registered
shares of a nominal value of CHF 1.50 each) in a second step.

At the shareholders’ general meeting held on April 25, 2008, the condi-
tional share capital, reserved for share option plans, has been reduced
from CHF 900’000 (600000 registered shares of a nominal value of
CHF1.50 each) to CHF 60’000 (600°000 registered shares of a nomi-
nal value of CHF 0.10 each) by means of the nominal value reduction
from CHF 1.50 to CHF 0.10 per share.

This conditional share capital is reserved for the exercice of share
options to be granted to the management and employees of the 4M
Group (see Note 2.4 below).

Conditional capital reserved for convertible loan - As at December 31,
2007, an additional conditional share capital of CHF 4,80 million was
available. Indeed, at the shareholders’ general meeting of April 27, 2007,
the share capital of the Company had been conditionally increased by
CHF 4,80 million. This conditional share capital was reserved for the

Compensation - Compensations received by Executives in 2008 amount
to CHF 210’000, received as management fees by Mr. Jean-Claude
Roch, Chief Financial Officer. No compensation has been received by
the members of the Board of Directors (“BoD”).

Loans and credits - There were no loans and credits made to any
current or former members of the Board of Directors or the General
management.

Participations - At December 31, 2008, the following number of partici-
pations were held by members of the Board of Directors and the General
management (including persons closely related to these members):
Shares

/In thousands Option rights

Mr. Nicholas Grey (member of BoD) 9’322 -
Non executive members of BoD 9’322 -
Mr. Stephen Grey (Member of Bob and CEO) 7'501 -

Mr. Jean-Claude Roch (chairman of BoD and CFO) - -
Executive members
of BoD and General management

7’501 -

1.6 - Risk assessment

The Board of Directors has held a meeting dedicated to the risk assess-
ment of the Company. The Board has prepared a note on risk manage-
ment and instructed the management to process a risk analysis at least
once a year. The Board's risk management tool enable to early identify and
analyse risks, as well as to take necessary measures. The objectives are
the systematic identification of the risks, their assessment, the classifica-
tion by priority level, the determination of their impact on the Company, as
well as the adoption and controlling of measures, taken in order to elimi-
nate or reduce those risks. The Board has taken the short and long-term
measures, necessary to cover the identified risks. The Board of Directors
will process, at least once a year, a follow-up of risks and action plan.



2 - Other indications

2.1- Loans to subsidiaries

In 2008, 4M TECHNOLOGIES HOLDING SA renounced to CHF 5'280'826
in favour of 4M Technologies SA. In 2007, 4M TECHNOLOGIES HOLDING
SA had renounced to CHF 8'877°615 in favour of 4M Technologies SA.

2.2 - Share capital modifications

At December 31, 2008, the share capital consists of 107°083’853 au-
thorised, issued and fully paid-in registered shares with a par value of
CHF 0.10 each.

On April 27,2007, at the shareholders’ general meeting, the sharehol-
ders had accepted the Board resolution to reduce the share capital of
the Company from CHF 45'419°265 to CHF 13'625'779.50, through
a reduction of the nominal value from CHF 5.00 per share to CHF 1.50
per share.

At the shareholders’ general meeting held on April 25, 2008, the share-
holders accepted the Board resolution to reduce the share capital of
the Company from CHF 13'625'779.50 to CHF 908’385.30, through
a reduction of the nominal value from CHF 1.50 to CHF 0.10 per share.
The number of shares remained unchanged at 9'083'853 shares. This
transaction reduced the accumulated losses by CHF 12'717°394.20.

As at July 25, 2008, as decided by the shareholders’ general meeting
held on April 25, 2008, the share capital has been increased by CHF
5’000°000 from CHF 908°385.30 to CHF 5’908'385.30, through
the issuance of 50'000°000 authorised and fully paid-in registered
shares with a par value of CHF 0.10 each. This capital has been paid-in
by means of CHF 4'111'597 of conversion of debt into capital and CHF
888’403 of cash injections.

By resolution of the Board of Directors of September 29, 2008, the
conditional share capital has been executed as follows: further to the
full conversion of the convertible loan, the share capital of the Company
has been increased by CHF 4,80 million, from CHF 5’908’385.30 to
CHF 10°'708°'385.30 (107°083'853 registered shares of a nominal
value of CHF 0.10 each).

2.3 - Convertible loan

The Company and its operating subsidiary 4M Technologies SA had
entered on June 7, 2007 into a convertible loan agreement (the
“Convertible Loan Agreement”) with 8 persons and institutions (the
“Lenders”) prepared to provide a convertible loan in a principal amount
of CHF 4,80 million. This convertible loan was secured by pledge of
the 4M Group’s intellectual property rights, receivables, as well as by
pledge of the shares held by 4M TECHNOLOGIES HOLDING SA in its
subsidiaries. The amount of CHF 4,80 million had been remitted on
June 8, 2007 by the Lenders to the Company. Subject to a conversion
of all or part of the convertible loan, the loan must be repaid in full,
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including accrued interest (5%), on June 8, 2010. The Lenders had the
right, at any time between the First Conversion Date (being the later of (I)
five business days after the approval of the shares for listing on the SIX
Swiss Exchange and (1) 6 months after the Disbursement Date (being
June 8, 2007)) and the Final Conversion Date (being June 8, 2010), to
require the conversion at nominal value of all or part of the loan (inclu-
ding interest) into a maximum of 48°000°000 registered shares of the
Company of CHF 0.10 each (as a result of reduction of share capital
decided at the shareholders’ general meeting of April 25, 2008), on the
basis of a conversion rate of CHF 1 of nominal value of shares per CHF
1 of principal amount and interest.

Between June and September 2008, all the Lenders have required
the conversion of their loan into share capital: the entire loan of CHF
4,80 million has therefore been converted into 48'000°000 registered
shares of a par value of CHF 0.10 each, by resolution of the Board of
Directors of September 29, 2008 (see Note 2.2 above).

2.4 - Share options plans

According to a resolution of the Board of Directors of 4M TECHNOLOGIES
HOLDING SA, the Company has decided to terminate the existing share
option plan with effect as of December 31, 2008. At that date, any
existing option will be cancelled without counterpart. This measure has
applied to all the existing options, except 100’000 options granted in
2003 to a former executive director. The shares to be issued in respect
of the conditional share capital of CHF 60’000 (600'000 registered
shares of a nominal value of CHF 0.10 each) are reserved for the purpose
of the exercise of rights under share option plans for the group’s mana-
gers and employees. The conditions and modalities of the cancelled
plans were as follows. The purpose of the plans was to enable staff
of 4M Group to acquire shares at a strike price corresponding to the
market value (but with a minimum corresponding to the nominal value).
The total number of shares granted to each beneficiary under the plans
should, for each portion, vest in one annual instalment of 100% on
the first anniversary date of the date of grant. The unexercised por-
tion of any option rights granted under the plans would expire on
December 31, 2010 (the share option plan was amended by the Board
of Directors on July 12, 2007: before this amendment, the expiry date
was December 31, 2007). As at December 31, 2008, the 100’000
outstanding options (2007: 377'500 options) have an exercise price
of CHF 3.00 are exercisable and have December 31, 2010 as expiry
date.

2.5 - Events occuring after the balance sheet date

As at February 13, 2009, as decided by the shareholders’ extraordi-
nary general meeting held on December 23, 2008, the share capital
has been increased by CHF 4’000°000 from CHF 10°708°385.30 to
CHF14°708’385.30, though the issuance of 40’000’'000 authorised
and fully paid-in registered shares with a par value of CHF 0.10 each.
This capital has been paid-in by means of CHF 3'274’946.40 of debt
conversion and CHF 725°053.60 of cash injections.



Notes to the financial statements

3 - Evolution of accumulated losses

/In CHF "000 December 31, 2008 December 31, 2007
Accumulated losses from prior years -13'528 - 31'798
Capital reduction 12'717 31’794
Net loss for the year -6'087 -13'5624
Accumulated losses at the end of the year - 6’898 -13'528
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28.05.2009 Shareholders Ordinary General Meeting
25.09.2009 Interim Half-Year 2009 Report







