20 August 20603

The Companies Section

The Australian Stock Exchange Limited
530 Collins Street

MELBOURNE VIC 3000

Dear Sir/Madam

Re: 2003 Annual Repor{ and Notice of Annual General Meeting

CIRCADIAN
TECHNOLOGIES
LIMITED

ABN 32 006 340 567

10 Wallace Avenus, Toorak
Victoria 3142 Australia

P.O. Box 23, Toorak,
Victoria 3142 Australia

Telephone: +81 3 8826 0388
Fax. +81 3 8824 0083

Please find attached the Annual Report of Circadian Technologies Limited for the year ended
30 June 2003 together with the Notice of Annual General Meeting. The AGM wili be held at
9.00 am on Thursday, 25 September 2003 at the Royce Hotel, 379 St Kilda Road, Melbourne,

Victoria.

The Annual Report and Notice of Annual General Meeting will be despatched fo the

shareholders of Circadian Technclogies Limited today.

Yours sincerely

Natalie Korchev
Company Secretary



CIRCADIAN TECHNOLOGIES LIMITED
ABN 32 006 340 567

NOTICE OF ANNUAL GENERAL MEETING
Thursday 25 September 2003

Notice is given that the Annual General Meeting of the Sharcholders of Circadian Technologies Limited
{*Company’) will be held in the Royee Room at The Royee Hotel, 379 St Kilda Road, Melbourne, Victoria on
Thursday, 25 September 2003 at 9.60 a.m.

BUSINESS

1. Financial statements and reports

To receive and consider:

. the financial report;
. the directors' report; and
. the auditor's report.
2, Election of directfors (Resolutions 1 & 2}

To elect as directors of the Company:

- Sir Peter Derham {resolution 1}; and
. Mr lan Davis {resolution 2.
3. Issue of options fo Mr Leon Serry, Managing Director (Resolution 3)

To consider and, if thought fit, to pass the following ordinary resolution {(with or without
maodificaiion}:

That, in accordance with Australian Stock Exchange Listing Rule 10.11, the issue of 560,000 options
to Mr Leon Serry, Managing Director, be and is hereby approved on the following terms and
conditions and the Terms and Conditions of Options accompanying, and forming part of, this Notice
of Annual General Meeting:

. each option entitles the holder fo acquire by way of issue one fully paid ordinary share in the
capital of the Company al various exercise prices as follows:

. 1/3 of the options granted to the holder disregarding fractions are exercisable af
£3.00 per option;
. 1/3 of the options granted to the holder disregarding fractions are exercisable at
£3.25 per option; and
. the remaining options are exercisable at $3.50 per option; and
. each option will expire 5 years from the date this resolution is passed (or as otherwise

provided for in the Terms and Conditions of Options accompanying, and forming part of,
this Notice of Annual General Meeting}.

The Company will disregard any voies cast on this resolution by:
. Mr Leon Serry;

. any associates of Mr Leon Serry.

However, the Company need not disregard a vote if?

. it is cast by a person as proxy for a person who is entitled to vote, in accordance with the
directions on the proxy form; or
» it is cast by the person chairing the meeting as proxy for a person who is entitled (o vote, in

accordance with a direction on the proxy form to vote as the proxy decides.



4, Issue of options to Mr Graeme Kaufman, Executive Birector (Resolution 4)

To consider and, if thought fit, to pass the following ordinary resolution (with or without
modification):

That, in accordance with Australian Stock Exchange Listing Rule 10.11, the issue of 250,000 options
0 Mr Graeme Kaufman, Executive Director, be and is hereby approved on the same terms and
conditions as described in resolution 3 above and the Terms and Conditions of Options accompanying,
and forming part of, this Notice of Annual General Meeting.

The Company will disregard any votes cast on this resolution by:
. Mr Graeme Kaufman;
. any associates of Mr Graeme Kaufman.

However, the Company need not disregard a vote if’

. it is cast by a person as proxy for a person who is entitled to vote, in accordance with the
directions on the proxy form; or
. it is cast by the person chairing the meeting as proxy for a person who is entitled to vote, in

accordance with a direction on the proxy form to vote as the proxy decides.

5, Other business

To transact any other business which may legally be brought before the meeting.

PROXY NOTES

A member has a right to appoint a proxy.

The proxy need not be a member of the Company.

A member who is entitled to cast two or more votes may appoint up to two proxies and, in the case of
such an appointment, may specify the proportion or number of votes each proxy is appointed to

exercise.

. If a member appoints two proxies and the appointment does not specify the proportion or number of
the member's votes which each proxy may exercise, each proxy may exercise half of the votes.

. The proxy form included in this Notice of Annual General Meeting must be signed by the member or

the member’s attomney. Proxies given by corporations must be signed under the hand of a duly
authorised officer or attorney.

. To be valid, the form appointing the proxy and the power of attorney or other suthority (if any) under

- which it is signed (or a certified copy of it} must be lodged at the office of the Company, at Level 1,

10 Wallace Avenue, Toorak, 3142 or by facsimile to +61 3 9824 0083 not later than 48 hours before
the time for holding the meeting,

. Members should refer to the Explanatory Memorandum, which accompanies and forms part of this
Notice of Annual General Meeting, for information regarding voting restrictions,

DETERMINATION OF VOTING ENTITLEMENTS

In accordance with regulation 7.11.37 of the Corporasions Regulations, a person’s entitlement to vote at the
Annual General Meeting will be determined by reference to the number of fully paid ordinary shares registered
in the name of that person (reflected in the register of members) as at the close of business on Tuesday, 23
September 2003 for the purposes of the meeting.

DPated 20 August 2003

By Order of the Board

Natalie Korchev
Company Secretary



CIRCADIAN TECHNOLOGIES LIMITED

ABN 32 006 340 567

EXPLANATORY MEMORANDUM

PURPOSE OF INFORMATION

The purpose of this Explanatory Memorandum {which is included in and forms part of the Notice of Annual
General Meeting dated 20 August 2003} Is to provide members with an explanation of the business of the
meeting and of the resolutions to be proposed and considered at the Annual General Meeting on 25 Seplember
2003 and to assist members (o determine how they wish fo vote on each resolution.

RE-ELECTION OF DIRECTORS (Resolutions 1 & 2)

Intreduction

Article 57 of Circadian Technologies Limited's Articles of Association requires that at each annual meeting
one-third of the directors must retire from office. Therefore, two of the six directors must retire by rotation.
Sir Peter Derham and Mr fan Davis, being the directors who have longest been in office, retire by rotation and
are eligible for re-election. Accordingly they seek re-election as directors.

Further, it is no longer a requirement under the Corporations Aci 2001 for directors of public companies over
the age of 72 to retive af each annual general meeting and be re-elected by special resolution {as was applicable
to Sir Peter Derham for previous years). Therefore, all retirements and elections of directors at this meeting are
due to the requirement of rotation, and may be passed by ordinary resolution.

Re-election of Sir Peter Derham

Sir Peter Derham has been a director of Cireadian Technologies Limited since 1984 and continues a long and
successful business career. He is & former Managing Director of Nylex Corporation Limited, former President
of 8t. John Ambulance Ausiralia { Victoria), former Chairman of the CSIRO Advisory Council, Rothschild
Australia Limited and the Australian Tourist Commission. He is currenily Chairman of the Shrine of
Remembrance Appeal, Red Hill Wines Pty Lid, SEE Australia Limited and President of the Honorary Board of
Australians Against Child Abuse.

Re-election of Mr lan Davis

Mr an Davis has been a direcior of Circadian Technologies Limited since 1984, Mr Davis is a Senior Partner
and was previously the National Chairman of the infernational law firm, Minter Ellison. He holds a law degree
with honours from the Universify of Melbourne. Mr Davis has had exiensive experience i the corporaie and
commercial area of law, in which he practices. He is also Chairman of MaxiTRANS Limited, a Director of the
International Diabetes instifute and Chairman of the Retail Grocery industry Code Administration Committee.

ISSUE OF OPTIONS (Resolutions 3 & 4)

Details of Essue

Sharcholder approvals for the issue of 500,000 options to Mr Leon Serry, Managing Director and 250,000
options to Mr Graeme Kaufiman, Executive Director, each of which entitles the holder to acquire by way of
issue one fully paid ordinary share in the capital of the Company at various exercise prices as follows: 173 of
the options granted to the holder disregarding fractions are exercisable at $3.00 per opifon; 173 of the options
granted to the holder disregarding fractions are exercisable at $3.25 per option; and the remaining options are
exercisable at §3.50 per option. The options will expire 5 years from the date this resolution is passed (or as
otherwise provided for in the Terms and Condilions of Options) and are subject to the Terms and Conditions of
Options accompanying, and forming part of, this Notice of Annual General Meeting.



The exercise prices of the options are substaniially higher than the Company’s share price of $1.98 on 4
August 2003, being the date upon which the Board of the Company approved the above issues (Mr Leon Serry
and Mr Graeme Kaufman abstained from voting on the matter of issue of options relating to each of them
respectively). The options will have no issue price (but are subject to payment of the exercise price).

Reasens for and Benefits of issue

The offer of options to Mr Leon Serry and Mr Graeme Kaufman is to provide them with the opportunity
to participate in the success of the Company and to provide them with further incentive to ensure wealth
is created in the Company for the benefit of all sharcholders. The Board, excluding Messrs Serry and
Kaufman, consider the grant of the options to be reasonable in Hght of the other remuneration the
Company provides fo them.

Aside from any dilution of shareholdings, which may occur upon exercise of the options, the current
directors (with Mr Leon Serry and Mr Graeme Kaufman abstaining from voting on the matter of issue of
options relating to each of them respectively) do not believe that there are any disadvantages to
shareholders that arise from the approval of the issue of options, which are the subject of resolutions 3
and 4.

Proposed Date of Issue
The options will be issued not later than 25 October 2003, being 1 month afier the date of the meeling.

Sharehslder Approvals

The approvals by members for the grant of the options are sought in accordance with Australian Stock
Exchange Limited (" ASX") Listing Rule 10,11, which provides that an entity must not issue equity securities to
a related party, such as a director, without ihe approval of holders of ordinary securities. ASX Listing Rule
10.11 also operates as an exceplion to ASX Listing Rule 7.1, “issues exceeding 15% of capital”. Accordingly,
i approval is given by holders of ordinary securities to the grant of the options under ASX Listing Rule 1611,
approval under ASX Listing Rule 7.1 is not required.

Effect of Shareholder Approvals

Lach resolution, if approved by simple majority, will allow the Company o rely on ASX Listing Rule 10.11 to
issue options to acguire, by way of issue, fully paid ordinary shares to Mr Leon Serry and Mr Graeme
Kaufman, in zaccordance with the ferms and conditions set ouf in the attached Terms and Conditions of
Options, which is included in and forms part of this Notice of Annual General Meeting.

Use of Funds
No funds will be raised by the issue of the options. 1t is currently infended that funds raised by any exercise of
these options will be used for the Company’s working capital purposes.

Voting Exclusion Statements

The Company will disregard any votes cast on resolution 3 by:
+  Mr Leon Serry;

+ any associates of Mr Leon Serry.

The Company will disregard any votes cast on resolufion 4 by:
&  Mr Graeme Kaulinan;
+ any associates of Mr Graeme Kaufiman.

However, the Company need not disregard a vote if

* it is cast by a person as proxy for a person who is entitled to vofe, in accordance with the directions on the
proxy form; or

+ it is cast by the person chairing the meeting as proxy for a person who is entitled to vote, in accordance
with a direction on the proxy form to vote as the proxy decides.



TERMS AND CONDITIONS OF OPTIONS

Each Option to take up unissued shares (*Option”) shall entitle the holder of the Option (*Option Hoelder'} to subsceribe for and be allotted one
fudly paid ordinary share (*Share”) in Circadian Technologies Limited ACN. 006 346 367 (*Company™) on the terms and conditions set out
below:

1. Euch option is exercisable at any thne during the period (*Option Peried") commencing 23 September 2003 and expiring st the earliest to
accur of the following dates:

(1) 500 pom. Austealian Fastern Standard Time on 25 September 2008;

(b} the date of resignation or dismissal from employment (if any) of the Option Holder with the consolidated entity (as defined in the
Corporations Act) of Circadizn Technologies Limited (*Consolidated Entity™); and

{c} 3 years after the date of retirement of the Option Holder (i any) from the Consolidated Entity,

PROVIDED THAT an Option Holder may not exercise more than the following proportion of the Options from time to time held by the
Option Holder:

{d} prior to 25 September 2004 25%
(e} prior to 25 September 2005 50%
{y prior ko 25 Septermnber 2006 75%
{z) prior to the closing date of the Option Period 1%

and FURTHER PROVIDED THAT the limitations on the time of exercise of the Options set out above (excluding the Bmitation in
paragraph 12) shall be subject to the overriding conditions that:

{h) i retivement oceurs after reaching the ape determined by the Board to be normal retirement age or in any other chroumstances
with the approval of the Hoard, the Option Holder may exercise his or her options in full within 66 days after the date of
retirement; and

{i) i resignation is due to HI health or aceident or & dismissal is due to redundancy, or in any other circumstances with the approval
of the Board, the Option Holder may exercise his or her options in full within 660 days afler the date of the resignution or
distmnissal.

2. Subject to paragraphs | and 12, the Options may be exercised wholly or in part by giving notice in writing (*Notice of Exereise’) to the

Board at any time during the Option Period.

3 Notwithstanding parapraph |, bot subject to paragraph 12, if an Option Holder dies during the Option Period applicable to the Option
Holder, the legal personal representative of the Option MHolder may exercise all or any of the Options held at the date of death on behalf
of the estate of the Option Holder PROVIDED THAT such exercise must be made anytime afier the death of the Option Holder but not
later than 60 days atter the date of granting of probate or prant or letters of administration (s« appropriate) or the Options will lupse and
the amount paid to zequire the Options will be forfeited. Further, in the event the Option Holder dies during the Option Pertod, the
Company has an obligation to inform the Option Molder™s legal personal representative in writing, within 30 days afler the date of
granting of probate or gras or letters of administration fas appropriate), of hister right to exercise the Options in accordance with the
terms of this clause.

4. In respect of the Options, the exercise prive {which is payable immediately upon exercise) for one third of the Options granted to the
Option Holder (disregarding fructions) is A$3.00, for another third of the Options granted to the Option Holder {disregarding fractions) is
AS83.25 and for the remaining Options granted to the Option MNolder is A$3.50 (*Exercise Price™).

3. On receipt by the Company of the Notice of Exercise and payment of the refevamt Fxercise Price, the Company must, within 14 days:

{u} do all of the following:
{1} tssoe 1o the Option Holder the number of Shares in respect of which the Option is exercised; and
{11y despatch the relevant share certificate or other appropriute acknowledgment as soon as reasonsbly practicable thereafter; and

at or sbowt, and i any event by no fater thuan 2 business days (as detined in the Corporations Act} after, the time of issue, notify
Australian Stock Exchange Limited {'ASX) that:

{i} ull information of the kind that would be required to be disclosed under section 713(3) i a prospectus were 1o be issued by the
Company in reliance on section 713 in relation 1o an offer of securities of the Company has been disclosed 1o ASX: or

{1} there is no information of that kind to be disclosed; or
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b give notice to the Option Holder stating that because of the appheation of Listing Rule 3.14A of ASX the Company isnot ina
& 1 g 5! £ pamy
position to notify ASX as provided in paragraph 5{a) and stating a date by which such notification is expected to be made.

Where the Company gives a notice stating a date as provided in paragraph 3(b), the Company must within 14 days after that date:
{a) undertake the steps provided in paragraph 5{a); or
{b) give a further notice as provided in paragraph 5¢(b).

This paragraph 6 apphies successively until the Company reasonably considers i is in a position to give 2 notification s provided in
paragraph 5{u).

Shares allotted on the excreise of any Options will rank equally in all respects with the then existing issued ordinary fully puid shaves in
the Company and will be subject 1o the provisions of the Constitution of the Company.

Adjustments to the number of Shares over which Options exist snd/or the Exercise Price may be made as deseribed in paragraph 10 1o
take account of changes to the capital strocture of the Company by way of pro rata bonus issues. The Company agrees to notify all
Option Holders and Australian $tock Exchange Limited within 1 month after the record dute for 1 pro rata bonus issue, of any adjustment
to the number of Shares over which the Options exist and/or any adjustment to the Exercise Price.

Subject to paragraphs 8, 10 and |1, Options do not confer rights to participate in new issues of secarities of the Company.

The method of adjustment for the purpose of parapraph 8 shall be in accordance with Listing Rules 6.22.2 and 6.22.3 of the Official
Listing Rules of the Australian Stock Exchanpe Limited as it currently exists and which provides:

{u} Pro-Rata Cash Lssues
Where a pro-rata issue {exeept & bonus issue} is made to the holders of fully paid ordinary shares in the Company, the
Exercise price of an Option may be reduced aceording to the following formula:
0= 0-E|P-(5+D

N1 where:
(X = the new exercise price of the option.
(0 = The Old exercise price of the option.
E = the number of underlying sceurities into which one Option is Exercisable.
P = the averape market price per share (weighted by reference to volume) of the underlying securiies during the 5
trading days ¢nding on the day before the ex rights date or ex entitlements date.
5 = the Subscription price for a security under the pro rata issue.

[ = the Dividend {in the case of a trust, Distribution) due but not yet paid on the existing underlying securities
{except those to be issued under the pro rata issue).
N = the Number of securities with rights or entitlements that wmust be held to recetve a right to one new security.

{hy Pro-Rata Bones lssues
If there is 2 bonus issue to the holders of the underlying securities of the Company, the number of securities over which
the Option is exercisable may be increased by the number of securities, which the holder of the Option would have
received if the Option had been exercised before the record date for the bonus issue.

In the event of any reconstruction {including consolidation, subdivision, reduction or return} of the 1ssued capital of the Company, the
mumber of Options or the exercise price of the Options or both will be reconstructed in accordance with the Listing Rules of Australian
Stock Exchanpge Limited applving at the time of the reconstruction.

Al mnexercised Options will lapse in the event of the liquidation of the Company.

The Company will apply to the ASX (and any other stock exchange on which the Shares in the Company are quoted and listed} for, and
will use its best endeavours to obtain, quotation and listing of all Shares allotted on the exercise of any Options. The Compuny will not
apply for guotation or listing of the Options on any stock exchange.

Subject to paragraph 12, cach Option is personal o the Option Holder named on the front of the Option Certificate and is not
transferable, transmissible or assignuble PROVIDED THAT the personal representative of an Option Holder muy on the death of that
Option Holder exercise Options in accordance with paragraph 3.

In these terms und condifions, “market price”™ in relation o a Share in the Company has the same meaning as in Chapter 19 of the ASX
Listing Rules.



CIRCADIAN TECHNOLOGIES LIMITED

i
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Registered Office
Principal Administrative
Office

Bankers

Auditors

Solicitors

Share Register

Stock Exchange Listing

Website

Sir Pater lohn Derharrs, AL, C5th BSc, FAIM, FPIA, FAICD
{Chairman)

Mr Leon Serry, FCIS, CPA
{Managing Director}

Mr Graeme Kaufran, MBA, BSc

Mr 1an Russeil Davis, LLB (Hons)

Dr John Stocker, AD, ME, BS, BMedSc, PhD, TS, FRACP
Mr lames A C MacKenzie, BBus, FCA, FAICD

Ms Matalie Anna Korchew, BCom, ACA

Rialte Towers, Level 23, 525 Collins Streat, Methourne, Victoria 3000
Telephone: {03) 8608 2000

Level 1, 10 Wallace Avenue, Toorak, Victaria 3142
Telephone: {03) 9826 0395

Commonweaith Bank of Australia, Melbourne, Victaria

Ernst & Young
120 Coliins Street, Maibourne, Victoria 3000

Minter Ellison
Rialtc Towers, Level 23, 525 Collins Streat, Methourne, Victoria 3000

Compudershare Investor Services Pty Limited
Level 12, 565 Bourke Strest, Malhourne, Victoria 3000
Telephone: {03) 9611 5711

Circadian Technatagies Limited’s shares are quated on the Australian
Stock Exchangs Limited (ASX code: CIR}

wany, circadian.com.aul
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FOR THE YEAR ENDED 30 JUNE 2003

s

The Board of Directors ("Board”) of Circadian
Technotogies Limited {"Circadian” or "Company”) has
pleastre iy submitting its report in respect of the financial
year ended 30 lune 2003,

DIRECTORS

The names of the directors of the Company in office at the
date of this report and their gualifications, experience and
special responsibitities are as follows:

Sir Peter Derham, [Chairman), AT CStL BSa, FAIM,
FRIA, FAICD

Mr Leon Serry, IMaraging Directoe}, TS, CPA

Mr Graeme R Kaufman, WA, 5Sc

Mr lan R Davis, LLE (Hons)

Dr lohn Stocker, AD, MB, BS, BledSe, PhD, FT5, FRACD
Mr James MacKenzie, g5 700, FAICD

fdembns of

Sdr Carsenng:

it Lad? o Riht - D Joko Stocken Mr Leon Sary (4

Sir Peter } Derham {Chairman)

Sir Peter Derham continues a tong and successful business
career. Me is a former Managing Director of Nylex
Corporation Limited, former President of St. John
Ambulance Austratia {Victorial, former Chairman of the
CSIRO Advisory Council, Rothschild Australia Limited
and the Austratian Tourist Commission. He is currently
Chairman of the Shrine of Remembrance Appeal, Red Hif
Wines Pty Ltd, SEE Australia Limited and President of the
Honorary Board of Australians Against Child Abuse,

Mr Leon Serry (Managing Director}

Mr Leon Serry, who is the founding Managing Director of
the Company, is a Fellow of the Chartered Institute of
Secretaries (FCIS) and holds CPA status. Mr Serry was
employed by Nicholas Proprietary Limited and was
Company Secretary of the Leighton Family Group of
Companies. Me was Company Secretary of Paterson Reid
& Bruce Limited during the 1870's, being appointed to that
position through Ralli Brothers Bankers Limited of the UK
Mr Serry has been successful in a wide range of
commarcial activities,
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Mr Graeme R Kaudman {Executive Director)

Mr Graeme Kaufman joined Circadian in july 2001 as
Frajects and Licensing Manager and was appointed
Executive EMrector of Circadian on 29 lanuary 2002.

Mr Kaufrran has had over 30 years experience with C5L
Limited. Whilst at CSE Limited he held various positions
including Generai Manager, Biosciences Division {1994 to
195949}, Finance Director {1987 to 1894} and Manufacturing
Martager {1984 to 1987} On 17 July 2003, Mr Graeme
Kaufrman was appointed o the Board of Amrad
Corposation Limited as a non-execigive director,

Mr fan R Davis {(Non-Executive Director)

Wi lan Davis is a Senior Partner and was previously the
National Chairman of the international faw firm, Minter
Bilison. Me holds a faw degree with honours from the
University of Melbourne. Mr Davis has had extensive
experience in the corporate and commercial area of
faw, it which he practizses. Fe is also Chairman of
MaxiTRANS Limited, a Director of the liternations!
Diabetes Institute and Chairman of the Retail Grocery
tndustry Code Administration Committee,

Dr John Stocker (Non-Executive Director)

D lohn Stocker was the Commonwealth Government
Chief Scientist and was Chief Executive of CSIRO. He

is a Director of Telstra Corporation Limited, Cambridge
Antibody Technology Comsolidated Entity Pic, Nufarm
Limited and The Waiter & Eliza Mall Institute of Medical
Research. He is Chairman of the Grape and Wine
Research and Devetopment Corporation and of Sigma
Company Ltd. Dr Stocker is alse a Principal of Foursight

Associates Pry Ltd,

Mr James MacKenzie (Non-Executive Director)

Mr Jlames MacKenzie is currentty Chairman of the Board of
Management of the Victorian WorkCover Authority, the
Victorian Transport Accident Commission (TAC) and the
lares fielding Group.  He is a Director of Victorian
Major Events Company Limited, Monivas Cotlege
Foundation Limited and a member of the Schoo! Council
of St Catherine's School. Mr MacKenzie has previously
held the positions of Managing Director, Funds
Maagement and insurance at the ANZ Banking Group,
Chief Executive Officer of Norwich Union Australia

and the TAC., A Chartered Accountant by profession,

Mr MacKenzie was also a Partner in the Mefbourne and
Hong Kong offices of an international accounting firm now
part of Deloitte Touche Tohmatsu,

All directors held their position as a director throughout
the entire financial year and up to the date of this report,
other than i fames MacKenzie who was appointed to the
Board on 16 luly 2002,

COMPANY SECRETARY

Bs Natalie Korchev B.Com, ACA

Ms Natalie Korchev has been the company secretary of
Circadian Technologies Limited for three years. Prior 1o
holding this position she was a senfor audit manager with
an international accounting firm now part of Emst &
Young. She has been a Chartered Accountant for 12 years.
MNatalie is also company secretary for Syngene Limited
(42% owned by Circadian}, CancerProbe Pty Ltd {30%
owned by Circadian) and Antisense Therapeutics Limited,

DIRECTORS' INTERESTS

Al the date of this report, the interests of each director of
the Company in the issued share capital and share options
of the Company are as follows:

Shares held by

companies Options

in which over

Shares held Blirectors have a ardinary

directly  beneficial interest shares

Sir Peter Derham 500,001 - -

Mr Leon Serry 362,563 3,325,232 1,025,000

Mr Graeme Kaufman 23,000 - 210,000

Mr lan R Davis 54,001 524,665 -
D lohn Stocker

282,334 - -

r fames MacKenzie

There were no options issued to the directors of the
Company during the year,

As at 30 lune 2003 and as at the date of this report, no
director has an interest in any contract or proposed
contract with Circadian or its controlled entities other than

as disclosed in the Company's annual report.

DIRECTORS' ATTENDANCE AT MEETINGS

The number of meetings of the Board of Directors and of
Board Compmittees during the year was:

Board or Committee Mumber of Meetings

Full Board o]
Audit Committes 2
Remuneration Committee 1
Buy-Back Committee 7

The attendances of directors at meetings of the Board and
its Committees were:

Full Board Audit Remuneration Buy-Back

Sir Peter Derharn e 112] 1 -
Mr Leon Serry G 20 - 7
Mr Graeme Kaufman  © Eg [of! - 7
Mr fan Davis gi{ep 2 1 7
D¢ lohn Stocker gi{o} 110 1
Mr fames MacKenzie 819 2 11] -
Professor Ray Martin -~ 3 (3]  111] 1

Where a director did not attend all meetings of the Board
or relevant Commitiee, the number of meetings for which
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the divector was eligible to attend s shown in brackets,
Mr Leon Serry and Dr Johin Stocker, who are not members
of the Audit Committee, atlended the Audit Committes
meetings by invitation. Mr lames MacKenzie was
appointed a mamber of the Audit Committee on 29
January 2003 and prior to his appoiiment attended an
Audit Commitiee meeting by invitation. As described in
the "Carporate Governance” section of this report,

a Buy-Back Commitiee was established during the year.
Mr Leon Serry, Mr tan Davis and Mr Graeme Kaufman
were appointed members of this committee.

PRINCIPAL ACTIVITIHES OF THE CONSOLIDATED
ENTITY

The principat activities of the Company include the
management and funding of pharmaceldical research and
development projects with Australian and New Zealand
Universities to the stage where the Company seeks
collaborative andfor licensing arrangements with major
international pharmaceutical companies. Thase activities
also include investment in leading edge Australian
technology. The Company is commitied 1o the innovation,
managerment and commercialisation of its projects and
technology iwvestments,

RESULTS

The consolidated loss for the Consolidated Entity after
income tax for the financial year was 83,506,768 (2002
loss of $5.743,578), which includes an unrealised
provision for diminution in the book value of the
Company's shareholding in Amrad Corporation Limited of
%1,936,128 (2002: $4,095,089) to reflect the yesr end
market vatue. The operating loss for the period under
review excluding the unreatised write-down of the
shareholding in Amrad to market value was $1,570,640
{2002: loss of $1,648,480).

Subsequent to year end, the market value of Circadian's
shareholding in Amrad increased by $1.413,230 1o
%18.371.8979. The increase in market value of this
investrent since period end s not reflected in the

30 lune 2003 financial results.

The Company's Histed share and option holding portfolio,
excluding the Amrad holding, had a market value of
%59,401,779 as at 30 June 2003 compared with a book
vajue of $3,839,511.

REVIEW OF OPERATIONS

The consolidated loss is after fully expensing research and
development expenditure, patenting costs and the
provision for diminution in the book value of the Amrad
hotding {as described above} during the year. Other
factors that have contributed to the current year’s resulis
include a decrease in interest income, and an increase in
patenting costs. These have been offset by a decrease in
equity accounted losses of Syngene Limited and
CancerProbe Py bid, which reflect research costs
expensed in these companies, and by a reduction in

research and developmaent costs incurred directly by the
consolidated entity.

On 8 Aprit the Company announced that the directors
resolved to indtiate an on-market buy-back of up 1o
4,138,967 fully paid ordinary shares, representing 10% of
the Company’s issued ordinary shares. The buy-back,
which commenced on 24 April 2003, was initisted due to
the significant disparity between Circadian's share price
and the value of the Company's tangible assets {at close

of business on 7 April 2003 the market value of the
Company's listed holdings plus cash equated to $2.05

per share, whereas Circadian’s share price was $1.710,
fepresenting a 46% discount to this value), For this reason
the Board considers the buy-back to be an appropriate
application of a portion of Circadian’s cash reserves and o
be in the best interests of all shareholders, ¥or the period
o 30 June 2003, 1,056,081 fully paid ordinary shares
were bought back by the Company for $7,558,575
inchuding wansaction costs {an average cost of $7.465 per
share before transaction costs - Circadian’s share price as
at 30/6/03 was $71.55}). The market value of the company's
tsted share porifolio and cash on 30 July 20035 equated to
$2.77 per Circadian share, whereas the Circadian share
price was $1.85 {closing price as at 30 iy 2003}
representing a 33% discount {92 cents per share} to this
value. Further details relating to the buy-back are set out
in Note 2 1o the financial statements.

The Review of Operations Report provides information
regarding the progress achieved during the 30 June 2003
financial year on the consolidated entity's interests in
research and development projects and an update on its
Hsted technology holdings,

DIVIDENDS

Mo cash dividends have been paid or declared since the
beginning of the financial year by the Compary.

OPTIONS AND SHARES

Details of options granted to directors or relevant officers
as part of theis remuneration are set out in the section of
this report headed "Directors’ and Officers’
Remuneration”. Details of shares and interests under
option are set out in Note 9 of the financial statements and
form part of this report.  There were no options granted or
shares issued to directors o relevant officers during or
since the end of the financial year,

DIRECTORS’ AND OFFICERS’ REMUNERATION

Remuneration of directors and senior executives of the
Company is established by the Remuneration Committes
who are awthorised to determine the remuneration of
directors and senior executives taking o account market
factors and a review of performance. The Remuneration
Commitiee may seek independent remuneration advice,
For execLdgive directors and officers, remuneration
packages generatly comprise salary and superannuation,
Executives are aiso provided with longerterm incentives

ol
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through the Company's option schemes, which act to atign

the execttives’ actions with the interesis of the
shareholders.

The Board is responsible for reviewing its own
performance.  The non-executive directors are responsible
for evaluating the performance of the managing director,
who in turn evaluates the performance of all other senior
executives. The evaluation process is intended to assess
the Company’s business performance, whether long-term
strategic objectives are being achieved and the
achievernant of individual performance objectives.

Details of rernuneration provided to directors and officers
of the Company are as follows:

Base Dirsctors’ Super-
Salary Fees annuation
$ $ §
Directors
L Serry 582,083 52,387
G Kaufman 240,000 21,600
F Bertiam 48,000
R hartin 9,000
b Davis 36,000 3,240
1 Stocker 85,000 4,950
F Mackenzie 34,504 3113
COfficer
N Korchey 145,008 13,057
{2} No options were granted to directors and officers

during the year ended 30 June 2003,

ASIC's "Media retease 03-202 Valuing options for
direciors and executives” provides guidelines for
Australian listed companies on how to inciude the
vatues of options and similar equity instruments in the
disclosure of director and executive remuneration for
the 30 June 2003 directors’ report. The guidelines
provided draw on the fssuance of the Austratian
Accounting Standards Board's Exposure Draft 108
"Share-Based Payment” (ED 108} and its equivalent
the international Accounting Standards Board’s
Exposure Draft ED 2 "Share-Based Payment” (ED 2}
ED 108/ED 2 provide a basis for valuing options and
allocating those values over thme. MNote that ASIC'Ss
guideiines do not require that options be expensed in
the financial statements, only that they be disclosed in
the directors’ report.

FEY 108D 2 propose that an expense be recognisad
in relation to options over the pericd from grant date
to the vesting date. For options that vest immediately,
the valie is recognised as an expense at grant date.

Previous ASIC guidetines required the total value of
options issued to be disclosed as part of remuneration
i the year they were issued. The company made
such disclosures, as required, in its 2007 and 2002
directors’ reports and notes 1o the financiat statements.
The options issued in these years were "well out of
the monay” at their respective grant dates and year
end dates.

Options issued by Circadian in 2007 and 2002 have
four vesting dates, for various proportions of the total
issued options, during the life of the options,
Accordingly, although no options were issued during
the year ended 30 lune 2003, the options issued in
previous years, which had not vested at 1 luly 2002,

Ogtiens vesting
during currgnt
period
(‘out of the
money’}
Amortised Cost (a}
{granted in 00/01

Total and 01/02) % of
§ § Remuneration

634,470 25000 3.8%

261,600 < 3 < 1%
48,000
G000
36,240
55,950
37.707

158,059 2,500 1.6%

have been aliocated the values provided apove for the
current financial year. These values have been
determined by allocating the fair valte for total
options equally over the vesting perfods. Currently,
these amortised faiy values are not recognised as an
expensa in the financial staternents and no
adjustrnents have been made 1o reflect estimated or
actual forfeitures {i.e., options that do not vest or are
not exercised),

Details of the number of options issued, their related
terms and conditions and valuation basiy are set ouwt in
Notes 9 and 15, The total of all options issued to
directors and relevarnt officers in the 2007 ang 2002
financial years continue to be "well out of the monay”
as at 30 lune 2003.

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

Except as othenwise set out in this report, the directors are

unaware of any significant changes in the state of affairs or
principal aciivities of the consolidated entity that occurred
during the period under review.

{5
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INDEMNIFICATION AND INSURANCE

During the financial year ended 30 june 2003, the
Company indemnified its directors, the company secretary
and executive officers in respect of any acts or armissions
giving rise to a liability to ancther person {other than the
Company or a related party} unless the Hability arose out
of conduct involving a fack of good faith. In addition,
the Company indemnified the directors, the company
secretary and executive officers against any Hability
incurred by them in their capacity as directors, company
secretary of executive officers in successfully defending
civil or criminal proceedings in refation to the Company.
No monetary restriction was placed on this indemnity.

The Company has insured its directoss, the comparny
secretary and executive officers for the financial year
ended 30 ke 2003, Under the Company's Directors’ and
Oificers’ Liabifities {nsurance Poticy, the Company shall
not refease to any third party or otherwise publish details
of the nature of the liabilities insured by the policy or the
amount of the premium.  Accordingly, the Company relies
an section 300(9) of the Corporations Act 2007 1o exempt
it from the requirement to dischose the nature of the
liabitity insured against and the premium amount of the
refevant policy.

ENVIRONMENTAL REGULATIONS

The Company is not subject to significant environmental
regutations.

SIGNIFICANT EVENTS AFTER BALANCE DATE

Subsequent to year end the share price of the conschidated
entity's investment in Amrad Corporation Limited
increased to 65 cents.  The market vatue at year end was
%16.958,748 and the market value at the date of this
report is $18,371,979. The increase in market value of the
consolidated entity’s investment in Amrad Corporation
Limited since year end of $1,413.230 is not reflected in
the financial report at 30 lune 2003,

LIKELY DEVELOPMENTS

The Board of Directors intends to continue with the
Company's direct involvement in research projects with
universities throughout Austratia and New Zealand and
its investment in leading edge Australian technology.

The various activities in which Circadian is involved are
both creative and innovative and the Comparny will
continue to pursue its objective of investment in projects
o commpardies, which have large or potentially large
growth markets. Also the Company will actively review
oiter opportunities to invest and provide management
expertise to creative and innovative Australian technology
Companies.

Seme of the risks inherent in the development of a product
to a marketable stage include the uncertainty of patent
protection and proprietary rights, whether patent
applications and issued patents will offer adequate
protection o enable product development, the obtaining

of the necessary drug regudatory authosity approvals and
difficuities caused by the rapid advancements in
technofogy. Also a particutar compound may fail the
clinical development process through lack of efficacy or
safety. Companies such as Circadian are dependent on
the success of their research projects and technology
ivestments,  Investment in research projects and
technology-related comparnies cannct be assessed on the
same fundamentals as rading and marndacturing
enterprises.  Thus investment in these areas must be
regarded as speculative taking into account these
considerations,

The Comparny intends to continde to be actively involved
Hy university based research projects and act as a conduit
between research instittdions and the pharmaceutical
industry. The progress made in the Company's research
projects and technology investrnents during the vear
demonstrate Circadian's commitment to this task,

it the opinion of the directors, it would prejudice the
trterests of the Company to provide additional
Hiformation, except as reported in this Annual Report,
relating to likely developments in the operations of the
Compary.

CORPORATE GOVERNANCE

The Board of Directors of Circadian Technologies Limited
is responsible for the corporate governance of the
econcmic entity and guides and monitors the business and
affairs of the Company on behalf of its shareholders,

To ensure the Board is well equipped to discharge its
responsipilities it has guidelines for the nomination and
selection of directory and for the operation of the Board.

Compaosition of the Board

The composition of the Board is determined in accordance

with the following principles and guidelines:

+ the Board should comprise at least 4 directors and
should maintain a majority of non-executive directors,

+«  the chairperson must be a non-executive director; and

+ the Board showld comprise directors with an
appropriate range of qualifications and expertise.

Remuneration Committee

The Remuneration Committee, comprising non-executive
directors, is responsibie for determining and reviewing
compensation arrangements for the directors, The
members of the Remuneration Commitiee during the year
were Sir Peter Derham, Mr lan Davis, Dr John Stocker and
Prof Ray Martin {retired 19 Septetniber 2002}, Detalls
relating to performance evaluation are set out in the
section of this report headed "Directars’ and Officers’
Remuneration”.

Audit Committee

it is the Audit Commitiee’s responsibility to ensure that an
effective control framework exists within the entity. This
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inchedes ensuring that there are internal controls to deal
with both the effectiveness and efficiency of significant
business processes. This includes the safeguarding of
assets, the maintenance of proper accounting records and
the refiability of financial information as wel as non-
financial considerations. The Board has delegated the
responsinitity for the establishment and maintenance

of a framework of internal control and ethical standards
for the managerment of the consolidated entity to the
Audit Commitee,

The Audit Committee also provides the Board with
additional assurance regarding the retiability of financial
information for inciusion in the financial statements.  All
members of the Audit Committee are non-executive
directors. The members of the Audit Committee during
the year were Sir Peter Derham, Mr lan Davis,

Professor Ray Martin {retired 18 September 2002) and Mr
lames MacKenzie who was appointed on 29 lanuary
2003,

The Audit Commities is also responsible for nomination of
the external auditor and reviewing the adeguacy of the
scope and guality of the annual statutory audit and haif
year stattdory review.

Buy-Back Committee

During the year the Circadian Board resolved to undertake
an on-market buy-back of up to 4,138,961 fully-paid
ordinary shares, representing 10% of the Company's issued
ordirary shares. The reason for the buy-back and other
details with respect to the buy-back are set owt in Note 9
of the financial statements. The Board established a Buy-
Back Committee and have delegated to it the power and
discretion 1o do all things necessary of convernient o
impiement the share buy-back.

Members of the Buy-Back Committee are My lan Davis,
Mr Leon Serry and Mr Graeme Kaufman. The buy-back
period commenced on 24 April 2003 and the Company
currently intends to conclude the buy-back period on
23 October 2003,

Board Responsibilities

As the Board acts on behalf of and is accountable to the
shareholders, the board seeks 1o identify the expectations
of the shareholders, as well as other regulatory and ethicat
expectations and obligations. In addition, the Board is
responsinde for identifying areas of significant business risk
and ensuring arrangerments are in place for an effective
risk managemeant system,

The responsibiiity for the operation and administration of
the Consolidated Entity is delegated by the Board to the
managing director and the exectiive team. The Board
enstres that this team is appropriately qualified and
experienced to discharge their responsibilities and has

irt place procedures to assess the performance of the
managing director and the execidive team.

The Board will ensure thal management's objectives and
activities are aligned with the expectations and risks
identified by the Board. The Board has procedures io
attow directors, in the furtherance of their dudies, to seek
independent professional advice at the Company's
expense.

Monitoring of the Board’s Performance

Policies and procedures in place with respect to
monitoring the performance of the Board are set out in the
section of this report headed " Directors’ and Gfficers’
Remuneration”,

Conflict of Interest

In the event that a potential confiict of interest may arise,
involved directors must withdraw from al deliberations
concerning the matter. They are not permitied to exercise
any infiuence over the Board members or receive relevant
Board papers where there is a conflict,

Board's Communication to Shareholders

The Board of Directors aims to ensure that communication

to shareholders is provided through:

+ Ihe annual report, which is distributed to all
shareholders,

«  the half yearly report provided to the Australian Stock
Exchange: and

» ihe annual general meeting and other meetings so
called 1o obtain approval for Board action as
appropriate.

A policy has also been adopted that the communications

described above and announcemeatts made by the

Company to the Australian Stock Exchange be posted to

Circadian's website {www.clrcadian.com.au).

Policy Concerning Trading in Company Securities

The Company has a formal policy in place governing
trading practices in Circadian’s shares by directors,
officers and employees. This policy complements the
reqguirements of the law in this area and the reguirements
under the Corporations Act and the ASX Listing Rudes to
disclose any trading undertaken by directors o their
refated entities in the Company's securities. Compliance
with this policy is reviewed by the Board on a reguiar
basis.

ASX Corporate Governance Council - Principles of
Good Corporate Governance and Best Practice
Recommendations

The Company has addressed the best practice
recommendations made by the ASX {as issued by the ASX
in March 2003) and has posted its corporate governance
policies (effective T July 2003} to Circadian’s website.
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Mr Leon Serry
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Sir Peter Derham
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Malbourne
37 july 2003
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he progress achieved during the 30 June 2003

financial year on the consolidated entity's irterests in

research and development projects and an update on
is listed technology holdings is provided below.

METABOLIC PHARMACEUTICALS LIMITED
- Advanced Obesity Drug and Other Projects

Circadian Holding 30 june 2003 -
Martkcet Value: $36.7 mittion, Book Value: $N{/

Shareholders: Circadian: 37.7%. Monash Uriiversity:
21.1%,; Others: 47.2%

Company Background

tn November 18938, Metabolic Pharmaceuticals Limited
{"Metabokic”} was Histed on the Australian Stock Exchange.
Meitabolic was formed by Circadian and Monash
University with the mission of developing therapies for
metabolic diseases that have high market potential such as
obesity and adult onset diabetes. Since that date
Meitabolic has broadened its range of projects o include
research and development in treatments for osteoporosis
and iron overload diseases. Metabotic acquired 100% of
the obesity project, previously jointly owned by Circadian
{through its wholly owned subsidiary Polychip
Pharmaceuticals Pty Ltdd) and Monash University.

Circadian shareholders recelved an entittement 1o
subscribe for 1 option for every 1 share held in Circadian
on the payment of 1 cent, exercisable at 20 certs prior to
31 Juty 2003,

AODS604 Dbesity Drug

"Obesity is a condition now suffered by over 20% of the
adult popudation in developed countries and over 300
mitlion adudts worldwide, 1n addition, 50% of the adult
poputation in developed countries is overweight and are
potential candidates for pharmaceutical intervention.
Obesity is the Western wortd’s most common disease.”

"Existing drugs act primarily to suppress food intake efther
by affecting the brain to reduce appetite or by affecting the
gut to reduce absorption of dietary fat.”

Metabolic's candidate obesity drug AODBB04, discovered
at Manash University, is "modelled on the active fat
reducing portion of the human growth hormone molecude,
Growth hormone occurs naturatly in the body and is
involved in promoting growth, particularly in children.
However it alsa has pronounced effects on body fat.”
{2002 Annual Repori}

Type 2 Diabetes Compound

Metabolic’s second area of focus is the developmeant of &
novel instdin-sensitising drug for type 2 diabetes.

“Type 2 diabetes is expected to grow to epidemic
proportions in the 21st century due to the ageing baby
boomer popidation, greater prevatence of obesity and
sedentary fifestyles.”

"It is astimated that 20% of the US popudation have some
degree of insulin resistance, including 11% with Impaired
glucose tolerance and 6% with type 2 diabetes.”

{2002 Annual Report}

Other Projects - Treatments for Osteoporosis and lron
Overload Diseases

Metabolic's research and developmeant pipeline also
includes projects involved in osteaporosis and i the area
of iron overioad diseases.

Osteoporasis

"I the US, there are 28 mitlion individuals over the age of
50 with osteaporosis, with an incidence of 50% of ail
women over 75 years. Up to 20% of aged ostecporosis
patients die afier a hip fracture and 40% can no longer
live independently. The World Health Organization
(O estimates the total treatment costs attributable 1o
osteoporosis (predominantly fracture-refated costs) are
USE18 biftion worldwide,

The current worldwide sates of osteoporosis drugs are in
excess of U5$2.8 pillion and are projected to reach
US%3.3 pitlion by 2008." {26 March 2002 ASX
Announcement)

10
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fron Owvertoad

“tron overtoad occurs when fron accumulates inside the
body’s ceills 1o toxic tevels. This is most often either due
to hereditary conditions, or due 16 repeated blood
transfusions in patients with severe anaemia. lron chelator
drigs bind to iron and remove the excess iron from the
body.”

"The iron chelator market, potentiatly worth up to US$350
million per annum, has long been dominated by a singte
treatment, desferoxamine from Novartis.” “There is yet no
effective orally administered iron chelator avaitable.”

{18 March 2002 ASX Announcement)

Update

Metabolic has advised the foliowing in its “investor
Updates” and other public announcements during the
year.

AODS604 for Obesity

As reported by Metabolic in its Half Yearly Report released

on 7 March 2003:

+  inearly February 2002 Metabolic announced resulis
from a single dose intravencus Phase 2A human
clinical safety wial indicating signs of drug activity and
clear indications of weight loss. A subseqguent clinical
irial 1o assess safety was conducted by orat dosing,
results of which were reporied in August 2002 and
this trial confirmed bioactivity of ADODS604 via oral
administration.”

+ “Metabolics most recent trial was a Phase 24 multiple
oral dose safety trial involving 36 patients, treated
daily for one week. Dosing was completed in
December 2002 and on 3 March 2003 the resuits of
this trial were announced indicating further evidence
of the safety and tolerabiiity of ACDR604 1ogether
with clear rends in body weight reduction.”

Metabolic further reported in its fnvestor Update 27 May

2003

« Uin {Metabolic's) plan for a licensing agreement with a
major pharmaceutical company, we (Metabotic) will
be seeking financial support for late-stage {Phase 3}
clinical development and, most importantly, a partner
with the best infrastructure for future marketing and
distribution.  The pharmaceutical companies of
interest to us {Metabolic) are those with the
established capacity 1o market bilion doltar drugs
worldwide,”

“To this end, over the last six months we (Metabolic)
have been sharing full details of our data package on
ADDIG04 with major US and European
pharmacetical companies. The positive response
and frequency of reguests for further interaction has
been very encouraging.”

In its Investor Update ~ AQDSE04 28 July 2003,
Matabohic advised:

» "The Metabolic team met with the US Food and Drug
Administration (FDA) in June 2003 1o discuss the

ADDY504 development program, including the
protocolt for the Phase 2b trial. The meeting was
useful tor contirm our (Metabotic's) overall approach
and provide detatied guidance, and no changes have
been made to our trial protocol.”

"The DA has now publicly signatied its intention to
smooth the regulatory path for approval of obesity
drugs. In a speech to the Marvard Schoot of

Public Mealth on 1 Ry, FDA commissioner

Mark B McCletlan, MD, PhD commented:

"...one key part of the FOAS new madical
innovation initiative {s 1o try 1o facilitate the
development of better reatments for obesity and
diabetes. These are areas where we think
regiiatory pathways could be improved o betler
defined, and where we intend to give priority
attention to potertially valuable new products. in
the past, the FOA has approved a number of anti-
obesity therapies, but we've received only two
products that demonsirated some effectivenass in
achieving long-term weight 1oss without
unacceptable side effects. That's not enough, and
we're trying to do something abot it. So our
new working groups are already meeting, and we
expect therm to issue new regudatory glidance on
the most efficient ways to demonstrate that a new
product is safe and effective, 10 reduce the high
cost and uncertainty of developing new products
in these key areas...””

Fhase Zb trial ethics approval process on track: "As
foreshadowed, the process for obtaining ethics
approvat for commencement of the Phase 2b clinical
trial on ADDOG04 at the five clinical trial sites is now
well advanced and is expected to be completed on
schedule in August 2003, Patient screening is
scheduled to start in Septemper 2003 and the first
patient is expected to commence treatment in Octaber
2003."
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"There has been a very good response 1o recent
publicity on national television of our 1800 number
for people 1o record thelr interest in participating in
the 300-patient wial. Several thousand people have
already left contact details.”

« Draft reports on 3 month toxicity studies in monkeys
and rats have been received and are favourable.”

MBP020T for Iron Overload Diseases

«  Animal experiments performed to date under this
project have confirmad that our (Metabolic's} current
most favoured iron chelating compound {how
codenamed MBPOZ01) is orally active in rodents.
Further preclinical efficacy studies are underway on
MBPO201, and 107 Austratia Ltd has been appointied
to manufacture bulk quantities of clinical grade
MBPOZ2X for animal toxicity and clinical studies.”
{October 2002 fnvestor Update)

Metabolic's public announcements, which can be found
on www.asx.com.ad and www.metabolic.com.au and its
30 June 2003 annual report, once released, showld be read
i corjunction with this report.

OPTISCAN IMAGING LIMITED
- Farly Cancer Detection

Circadian Holding 30 June 2003 -
Market Value: 32.7 miltion; Book Yalue: $3671. 1532
Shareholders: Circadian: 8% Axon: 12.1%, Others: 78.9%

Company Background

trn 1994, Fibre Optics (Aust) Pty Lid (2 wholly owned
subsidiary of Circadian} acquired a 25% interest in
Optiscan Imaging Limited {"Optiscan”). Optiscan
acqiired the early cancer detection project and patents
from Circadian, Axon Instruments Inc and the inventors
who had previously developed and managed the project
tre August 1997, Circadian's interest was diluted to 15.35%
on the Histing of Optiscan on the Austrafian Stock
Exchange. Circadian shareholders received an entitlement
to subseripe for 1 option in Optiscan for every 4 shares
held in Circadian on the payment of 1 cent, exercisable at
20 cents prior to 31 March 2002, At year and Circadian
hias an 8% interest in Optiscan. Axon Instruments Ing, in
which Circadian has a 15% hoiding, alsc has a 12.1%
interest in Optiscan.

Flexible Endomicroscope

trn February 2002 Optiscan "signed an important
collaborative development and commaercialisation
agreament with Asabi Optical Co Lid of Japan (better
known as Pentax}, the world's second largest manufacturer
of medical endoscopes.” (8 February 2002, ASX
announcement} "Pentax recognised that Optiscan's
unigue confocal microscope technoiogy coupled with
thel endoscopes would provide a guantum leap in the
field of colonoscopy.” fAGM 13 November 2002,
Managing Director's address}

“This joint venture is worth nearly A%20 million to
Optiscan before sales of the product begin”, A%13 million
of funds have been received to date by Optiscan {an initial
payment of A%E.5 million and A$6.5 million for 3.33
mitlion shares in Optiscany. A mitestone payment of
A$B.5 million is receivable on successful completion of
the development phase and significant ongoing royalties
and manufacturing returns after the product reaches the
market.” {AGA 13 November 2002, Managing Director's
address)

"Optiscan's technology enables a miniature microscope to
be built into an endoscope, enabling immediate cellidar
level examination, without biopsy. 1t is believed that this
breakthrough capability will provide Pentax with a
competitive advantage in globat endoscopy markets.”
finvestor Update February 2002)

Rigid Endoscope

Using its patented techinology, Optiscan developed the
world’s first rigid endomicroscope. Rigid endoscopes have
potential use i examining relatively easity accessibie
regions in the body.

"The miniaturised technology which enabled the flexible
endoscope has been incorporated into a range of clinical
grade prototype rigid endoscopes.  This activity has
created a product group with possible applications in
gynaecology, orthopaedics, head and neck cancer, wrology
and kevhole surgery.” (AGM 13 November 2002,
Managing Director’s address)

"Optiscan has allocated resources to developing several
applications of these devices in three specific fields of
medicine: gynaecology (cervical cancer), head and neck
{oral cancers) and orthopaedics {cartilage imaging).” (AGM
13 November 2002, Managing Director's address)

Optiscan License Agreemenis

Optiscan has licensed its technology to six major confocat
microscope manufacturers. These licences do not permit
use of the technology for the medical endomicroscopes,
which remain the core focus of Optiscan’s research ang
development.

Update

Optiscan advised the following in its "Hvestor Updates”
and other public announcements during the year:

Pentax Flexibie Endomicroscope Project

«  Optiscan advised of the following in its 22 May 2003
ASX Announcement.

“Optiscan taging Limited {ASXIOIL) has achieved a
key milestone in its collaboration with Pentax, with
the release of the world's first fully-functional flexibie
confacal internal microscope (endomicroscopel at the
Digestive Diseases Weak Congress in Orlando,
Fiorida.”

“For Pentax, the annual BDW Congress is the most
imporiant exhibition of our endoscopy products,” said
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fkuzo Okamoto, President of Pentax Precision
Instrument Corporation, Pentax’s US company. "This
year we are pleased to be featuring the flexible
confocal endomicroscope jointly developed with
Optiscan. This technology breakthrough has created a
high level of interest among doctors visiting our
exhibit at the congress.”

loe Wittiams, Senior Manager Business Dlavelopment
with Pentax Precision Instruments, said: "The levei of
exciternent our new flexible endomicroscope (s
generating is gratifying to observe and is a great
indicator of its potential in the global markeiplace.”

+ Following this exhibition, another important mitestone
was achieved with the announcement made by
Optiscan on 30 June 2003 that it "received its third
payment from Pentax under its partnership
agreement.” "Pentax paid US$3.33 mitlion {lesy
withholding tax of 10%} with payment previously
hedged by Optiscan at A$7 = US30.54.. Pentax’s
partnership with Optiscan has been consummated by
this payment. It also serves to demonstrate their
confidence in the market potential of flexible
endormicroscopes.”

Rigid Endoscopes

«  Optiscan stated in thelr half year report for
31 December 2002 that, "We are continuing our
marketing endeavours to identify potential partners
for the commercialisation of rigid endoscopes and a
number of early stage discussions are under way. On
the apphications fromt, the first round of clinical trials
at the Royal Women's Mospital produced both good
images and feedback about prototype design
enhancements. Arrangements are now in hand for a
further round of trials.”

Optiscan's public announcemeants, which can be found on
WY ASX.CommLad and www.optiscan.com.au and is

30 june 2603 annual report once released, should be

read in conjunction with this report,

AXON INSTRUMENTS INC (USA)

- Developer and Manufacturer of Migh-Throughput Screening
Systems for Drug Discovery and Instrumentation for Genomics
and Celiular Nevrosciences

Circadian Hoiding 30 June 2003 -
Markei Value: $12.5 miltion; Book Vaiue: §71.9 miftion
Shareholders: Circadian: 15.3%.; Others: 84, 7%

Company Background

The shareholding in Axon Instruments Inc. ("Axon”)
owned by Precision Patchclamps (Int) Pry Lid {a wholly
owned subsidiary of Circadian) was acguired on 7 huly
1885 at # consideration of A%322,530 satisfied by cash
and a1 allotrent of shares in Circadian. In january 1993,
Circadian acguired 20,000 options in Axon, which were
exercised in March 2000 at a price of $161,895. The
Axon holding disclosed in the balance sheet at year end is

a deemed cost of $1,932.854, which includes the
purchase of 1.5 million shares for a total vakue of
$522.459 made during the 2002 financial year, At year
eng Circadian owned 15.3% of Axon's issued capital {30
fune 2002: 15.3%). The major sharehotders of Axon are
Or Alan Finket ang Dr Elizabeth Finkel, both of whom are
related to Leon Serry, a director of Circadian.

Axon, which commenced operations in the US in 1883
and Hsted on the Australian Stock Exchange in March
2000, produces "flexible, high-quality instruments and
software al prices accessible to the global scientific,
industrial research {inciuding pharmaceutical companies),
and medical communities, backed up with strong, expert
custarner support,” (31 December 2002 Annuat Report)

Axon's "main product lines are:

«  Celfular Neuroscience! hardware and software
products for cellutar electrophysiciogy that measure
the tiny electrical currents that modulate efectrical
signating between cells.

o Cell-Based Screening: workstations for celi-based
pharmaceutical screening using high-resolution
Huarescence imaging and electrophysiotogical
recording and analysis,

«  Microarray Analysis: scanners and analysis software
for microarrays of any biological samples, eg protein
or tissue arrays.” (3T December 2002 Annual Keport)

Update
Product Releases

Axon advised of the following product releases in its
37 December 2002 Annual Report {unless stated
otherwise):

Cell-Based Screening Products - Fluorescence Imaging
Screening

o ImageXpress 50004
"The ImageXpress S5000A began shipments in lanuary
2003, This integrated hardware and software
workstation represenis the next step i Axon's drive
into the high-content and high-throughput
pharmaceuticatl drug-screening market, automatically
imaging and analysing fluorescently treated cedls in
any multi-well plate one well at a tima.”

. O 3 June 2003, Axon announced the "successful
completion of the collaborative developmeant of a
sophisticated neuronal image analysis suite for the
company's lmageXpress cellular imaging and analysis
systern... The new highly sophisticated neuronal
analysis software, developed in collaboration with
Australia’s CSIRO, enables attomatic identification
and measuremernt of newrites — the thin fibre-like
projections that carry the signals between neurons in
the brain, the spinal cord, and the body's periphery.
Many human diseases and disorders result from the
degeneration of these connections, as in the case of
Parkinson's disease, or the severing of them, as in the
case of spinal cord injury.”
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Microarray Analysis

GenePix Personal 4100A Microsrray Scanner

"The GenePix Personal 4100A was introduced for sale
in August 2002, The 4100A is a small, economically
priced scanner for use in ow-throughput
environments... This {product} appeals especially to
academic and diagnostic research markets.”

GenePix Professionai 42004

"The GenePix Professionat 4200A - the premiere
systemn in Axon's microarray scanner product line -
was refeased in 2003, With the addition of the
4200A, the GenePix product Hine now incliudes a full
range of instruments and software for microarray
scanning and data analysis.”

GenePix Pro 4.0/4.1/5.0

"1t 2002 GenePix Pro was developed aggressively and
{Axon} reteased two generations of the software.” A
third generation of the software was released in Aprii
2003.

GenePix Pro is "the acquisition and analysis software
that accompanies the GenePix array scanner.” fAxon
2000 Annual Report)

Proteomics Scanner

"li1 cotaboration with Zyomix Inc., Axon has
developed a customised version of the GenePix
4000CB microarray scanner for scanning proteomic
microarrays manufactured by Zyomix. A number of
scanners have been delivered to Zyomix and are now
in the hands of Zyomix customers for final testing of
the entire Zyomix microarray platform,

MNeurosciences

« pCLAMP 3.0
“Version 8.0 of Axon's flagship electrophysiology
software suite, pCLAMP, was released in September
20027

Product Development

Axon advised in its 37 December 2002 Annual Report that
the foltowing products were in development:

Cell-Based Screening Products - lon Channel Screening
«  PatchXpress 70004
o DataXpress

Celi-Based Screening Products - Fluorescence imaging
Screening
+ ImageXpress Live Celf

dMicroarray Analysis
o GoenePix Frofessionatl 4200A - Automatic Sample
Handling

Axon's public announcemaents, #ts 371 December 2002
anndal report, which can be found, on wwiw.asx.com.atl
and www.axon.com, and its half-year report for 30 lune
2003 once released, showld be read in conjunction with
this report.

ANTISENSE THERAPEUTICS LIMITED

- Gene Directed Therapeutics

Circadian Holding 30 June 2003 -

Market Value: $7.5 mitlion, Book Value: $1.5 million
Shareholders: Circadian: 23.5%, Syngene: 19.8%. Isis
Pharmaceuticals Inc: 14%,; Queensiand Investment
Corporation: 5%, Murdoch Chitdrens Research Institute
(MICRI): 4%, Others: 33.7%

Company Background

In December 2007, Circadliann fisted Antisense
Therapeutics Limited {"ATL™} on the Austratian Stock
Exchange. Circadian and Syngene shareholders feceived
an entitiement to subscribe for one option. at one cent, o
take up one unissuad share in ATL at 20 cents on or before
1 February 2007 for every Circadian and Syngene share
heid as at the record date {namety 8 January 2002}, Also,
Circadian owns 42.4% of the issued capitai of Syngene
Limited and has been atiotted 5,796,000 ATL options at a
cost of 1 cent each.

ATL was formead with the "mission to create, develop and
commercialise novel antisense pharmaceuticals for large
unrnat markets” {8 October 2002 ASX Announcement),
This new class of therapeutic drugs is based on "small
synthetic genetic molecudes.. with the potential to

treat a wide range of conditions and diseases including
attatvimune, infectious, inflammatory, dermatotogical,
metabolic and cardiovascular diseases as well as cancer.”
(ATE Prospectus 16 November 2007) "ATL's two most
advanced projects target multiple sclerosis (ATL1102} and
psoriasis (ATL1107}L" 18 October 2002 ASX
Announcement)
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"ATL's access to these projects is derived from its
technology and research coltaborations with Isis
Pharmaceuticals Inc {"lsis”} and the Murdoch Childrens
Research Institute {"MCRE'L" {8 October 2002 ASX
Announcement)

"Califormian based Isis Is a wortd eader in the field of
artisense drug technology” and has a market capitalisation
of approximately USE284 million. "The collaboration
agreement with Isis provides ATL with an extensive
package of access to Isis’ antisense drug discovery
technology 1o commercialise antisense drugs to a number
of protein targets including those relevant o the treatment
of viral, skin, growth and inflammatory disorders.”

{8 October 2007 ASX Armouncement)

The MCRI, based in Meibourne, is ATL's founding research
partner and ATL will be building on thelr work and
expertise in the application of antisense 1o skin diseases
such as psoniasis. {Source: ATL Prospecius 16 November
2001)

"ATL plans to commerciatise its pipeline via
licensing/collaboration agreamerts with major
biotechnology and pharmacedtical companies.”
{8 October 2007 ASX Armouncement)

Antisense techinology

"Proteins play a cerral role in virtually every aspect of
human biology. Each of our genes is a set of instructions
for, and control of, the manufacture inside the cefl of a
particular unigue protein. Conventional pharmaceutical
drigs typically bring aboug their desired therapeutic effect
by binding to a target protein directly, 1o interfere with its
action.

Antisense drugs are small synthetic genetic molecules
designed instead to interfere with the process by which a
target protein is made from its genetic blueprint, interfering
with the protein production process iy a highly specific
manner. Compared to conventional drugs, antisense aims
to provide faster, more predictable drug discovery, with
increased specificity of action and uniformity of methods
of manufacture, formulation and delivery.

Antisense drugs have the poteritial to treal a wide range of
conditions and diseases inchuding awoimmune, infectious,
inflammatory, dermatclogical, metabolic and
cardiovascular diseases as well as cancer.” fATL Prospectus
16 November 2001}

Muitiple Sclerosis and ATL1102

"Multipte sclerosis {MS) is a tife-long chronic, incurable
disease, which progressively desiroys the central nervous
system, commonly diagnosed between the ages of 20 and
40 years. The disease affects about 350,000 pecple in the
S where the estimated annual cost of the disease is more
than US32.5 billion. Although current treatments are
unable to stow disease progression, the airs of therapy are
to reduce the duration, frequency and severity of attacks.”

"ATL1102 is a drug under development by ATE, which
aims to prevent the synthesis of a protein called VLA-4
known to play a part in both the onset and progression of

MS." {Investor Update - February 2003}

Psoriasis and ATLTT0T

“Psoriasis is a chronic, non-contagious skin disorder,
which affects 2% of the population. Although the
woridwide market for psoriasis treatments was more than
USE500 mittion in 2000 and is forecast 1o exceed
USE2bilion by 2007 {Frost & Sultivan), there is an
acknowledged need for more effective and safer treatments
than those currently available.”

“ATUs candidate for psoriasis treatment is ATLT101, an
antisense compound designed to block the production of a
cell protein involved in the regulation of cell growth in
psoriasis.” {Investor Update - February 2003}

Other Projects

“ATL has several other antisense projects in its research
portfolio including compounds directed at treating
gastroirtestinal, cardiovascular, inflammatary, immune and
virat diseases and growth disorders.” {fnvestor Update -
February 2003}
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Update

Antisense Therapeutics reported the following in is
“investor Updates” and other public announcements
during the year.

Multiple Sclerosis (ATLT102) Project

v i Octoper 2002 ATL announced the successful
compietion of a package of pre-clinical (animal)
studies, which has enabled ATL to progress
arrangernents to start Phase | clinical trials of its
product ATLTT02Z for mubltiple sclerosis,

The resulis of the studies on the safety and properties
of ATLT102 administered to animals have
demonsirated the exciting prospect of dosing human
subjects as infrequently as once a week or less
frequently, the tketihood of which will be determined
in the Phase | clinical trials.” {investor Update -~
February 2003}

o In December 2002, ATL applied to the Charterhouse
Chnical Research Unit at the Stamford Hospitat in
London to conduct the Phase | clinical trial to assess
the safety and behaviour {pharmacokinetics) of
ATLT102 in human volunteers. On 4 February 2003,
approval was received from Charterhouse to conduct
this Phase [ study.” {investor Update - February Z2003)

v The Phase | trial is expected to commence in mid
2003, {28 March 2003 ASX Announcement)

v« Upon the successful completion of the Phase | trial, it
is anticipated that an application will be made in
2004 for a Phase Hla trial 1o assess preliminary efficacy
in patients with MS." {investor Update ~ February
2003}

Psoriasis (ATL1101) Project

«  On 19 May 2003 ATL announced "that the industry
Research and Development Board has approved a
grant to Antisense Therapeutics Limited under the
Commonwealith Government's R&D Start Grant
Frogram to be used in the development of the
company's psoriasis treatment — ATL1101,

The grant, subject to finalisation by wriden agreement,
will provide up to $1.7 miltion in dollar-for-dollar
funding for the financiat year 2003/2004."

« O 5 lune 2003, ATL's Research Director,
D Christopher Wraight, stated in an announcement
made by ATL that "we have now shown that a cream
cortaining the antisense compound ATLTTON can
penetrate hurnan psoriasis skin biopsies (samples} in
the laboratory and silence the target gene... This is a
major advance ity the developrment of our antiserse
psoriasis cream... 1t provides us with increased
confidence that ATL110% may be effective as a cream
topical formulation, and to proceed to the next major
stage of the drug’s development. the conduct of pre-
ctinicai safety trials.”

Other Projects

« Six lead antisense compounds have been produced
for ATL since its listing in December 2001, for disease
largets relevant to the treatment of viral, skin, growth
and inflammatory disorders, Pitot efficacy studies in
animals are underway for two of these compounds.”
{investor Update - February 2003}

» CAdditional pilot efficacy studies are expected to be
completed by the end of the 2003 financial year. A
select number of successful candidates may then be
progressed into formal pre-clinical developrment
inchuding animal toxicology studies.” {Investor Update
- February 2003}

ATy public announcements, which can be found on
WWWLSX.ComLal and www antisense.com.ag, and iis
annual report for 30 june 2003 once releasaed, should be
read in conjunction with s report.

AMRAD CORPORATION LIMITED

Circadian Holding 30 june 2003 -
Market Value: $17 miftion; Book value: 317 mitiion
Shareholders: Circadian: 21.6%, Others: 78.4%

Circadian’s wholly owned controlled entity, Fibre Optics
{Aust) Pry Lid, increased its holding in Amrad Corporation
Limited {"Amrad”) from 19.3% 1o 21.6% during the
pariod.

Highlights
Some of the announcements made by Amrad to the

Australian Stock Exchange during the year were:

« the grant 1o Serono, a global biotechnology company,
of "exclusive worldwide rights 1o develop and
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commerciatise emfilermin (rhbif} in alf indications
within the fietd of Reproductive IHealth. With this new
ticence Serono has taken up the option granted under
an original agreement announced in January 2000,

Serono is paying an undisclosed initial licence fee 10
Amrad followed by further scheduled payments based
on the fulfilment of certain development and product
sales mitestones. Serono will also pay royaities to
Amrad based on sales of emifitermin as a therapeutic
product.” {9 May 20053 ASX Announcement)

+ the announcement, with the Australian subsidiary of
the US-based pharmaceutical company, Merck & Co,
Inc, {(Merck Sharp & Dohme (Australia) Pry Lid) of
“an exclusive licensing and multiyear research
collaboration agreement. Based on the resulis of the
coltaboration, Merck will seek to develop drugs with
therapeulic potential in areas such as asthma, other
types of respiratory disease and oncology.

Under the agreement with MSD, Armrad will receive
an upfront payment of $US5 million. Total potential
payments to Amrad by M350 based on the succassful
development of a human health product for all
indications woldd amount to a total of $US112
million. Amrad would also receive royalties for
commerciatised products. Amrad and MSD will work
together tor investigate drug candidates, with Merck
being solety responsible for all clinical development
and marketing.” {23 fune 2003 ASX Announcement)

«  Cthe sale of its 4.7 hectare site in Richmond to RMAC
Australia Pty Lid, the Macouarie Bank Limited and R.
Corporation joint venture company. The transaction
inchudes a cash consideration of $47.5 million and
provides for Amrad’s continued occupancy on the site,

The sale will realise investable funds of approximately
$28 miltion, once al the costs of divestment have
been finalised.” {26 May 2003 ASX Announcement}

For further information regarding the progress of Amrad’s
aperations see its public announcements which can be
found on wwwask.com.au and www amrad.com.ay, and
ita 30 lune 2003 annual report once released.

SYNGENE LIMITED

- Gene Diagnostics

Shareholders: Circadian: 42.4%, Casthree Py Lid: 20%;
Howard Florey Institute: 18.5%:; Howard Florey Institute
staff and others: 18.1%

Project Background

On 18 Ociober 1895, Circadian's wholly owned
conirolled entity, Polychip Pharmaceuticals Piy Limited
{"Polychip”), acquired a 50.2% interest in Syngene Limited
{"Syngene") for a purchase consideration of $45,000 and
increased it to 53% in May 1906 for an additional
%50,000. In February 2001, Polychip exercised 500,000
options to purchase shares in Syngene for $50,000.

Pobychip's interest was diluted to 42.4% as a result of an
issue of shares to Casthree Pty Ltd {a subsidiary of
Consofidated Press Holdings Limited} on 14 February 2001
for a consideration of $1.5 mitlion.

Syngene has an exclusive worldwide license from the
Howard Florey Institute of [xperimental Physiclogy and
Medicine {"HF"), one of the teading rmedical research
institutes in Australia, for technology in the areas of DNA
Therapeutics and Diagnostics. The genetic therapeutic
approach may offer future treatments in which gene
activity can be modified. The market for DMNA
Therapautics and Diagnostics is expected to show fiture
growth especially in light of the completion of the first
draft map of the human gencme.

As a result of Syngena'’s project with the HFl, Syngene has
exciusive worldwide ticenses to a patent portfolio in the
areas of in siu hybridisation, a technology that enables
precise location of gene activity in sections of tissue and
caters 1o diagnostic markets.

A patent was granted in the LLS, in 1987 in respect of the
main area of Syngene's technology, providing Syngene 17
years of patent protection in the U.S. at a time witen the
potential worlchwide market for this market segment is
increasing. Patentis have already been granted in Europe,
Canada, Japan and Australia.

i Septemper 2000, the US patent office issued a notice of
allowance in respect of broader claims relating to the in
situ hybridisation patents, and the broad patent was
granted on 24 July 2001, This patent, which resulis from a
divisional patert filed in juby 1957, provides broader
patent coverage in the area of in siti hybridisation in the
US. Syngene is thus in a much stronger position to
negotiate non-exclusive ticence agreements with potential
diagnostic/pharmaceutical companies,

Syngene has granted a non-exclusive workdwide licence to
Roche Diagnostics {formerly Boehringer Mannheim
Gmbhi} and Novecastra Laboratories Lid in the UK in
respect of its patented technology.

Update

«  On 22 luty 2003, Syngene signed a non-exclusive
licence agreement with GeneDetect.com {New
Zealand} in respect to Syngene's in sifis hybridisation
patents. Negotiations are in progress with other
potential ficensees with regard to the granting of
further non-exchusive licenses 10 this technology.

«  In August 2002, Syngene was provided with a
Biotechnology Inhovation Fund Grant {"BIF Grant”} of
%250.000 (the maximum allowable} for the project
with the Moward Tiorey Institwte refating 1o novel
approaches o improve the uptake of antisense
therapeutic compolnds into the central nervous
systemn. The BIF Grant has enabled the project
scope to be expanded. The project is progressing
on schedude,
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«  Syngene has a 19.8% holding in Antisense
Therapeutics Limited which had a market value of
%5.7 million compared with a book value of $229,473
at 30 une 2003.

CANCERPROBE PTY LTD
- Cancer Diagnostics/Therapeutics
Shareholders: Circadian: 30%., Inventors and Others: 70%

Project Background

On 8 December 2000, Fibre Optics {Aust) Pry Ltd, a
wholly owned subsidiary of Circadian, together with the
inventing scientists incorporated CancerfProbe Pry Ltd
{"CancerProba”) with Fipre Optics providing $400.000
for research funding.

CancerProbe has the rights {patent application} to a
potential novel method for rapid identification and
detection of cancer-specific antigens. The methodology
may have applications as a diaghostic product for a broad
range of cancers, inciuding breast, ovarian, colorectat and
prostate cancers and ray also have potential for new
therapeutic products. A provisional patent application
covering the techinology has been lodged.

The market for cancer tests is substantial and current tests
i most cases are unsatisfactory,

Update

During the period under review:

« We previously reporied that the research team has
been working on improving detection methods for
cancer markers. \We are now pleased to report that
the research tearn has made improvements to this
process.

« The patent, which was submitted in November 2001,
entered the National Phase in May 2003,

ALZHEIMER'S DISEASE PROJECT

Project Owner: Circadian 100%

New Project

During the period under review, Circadian concluded
agreements to provide funding for a research project 1o
develop a potential new treatment for Alzhebmer’s disease,

The praject, to develop an inhibitor 1o the p75 nerve
growth factor receptor, is based on original work carried
out at the Walter & Eliza Hall {nstitute (WEHD, The
technotogy is licensed exclusively to Circadian's wholly
owned subsidiary Polychip Pharmacewticals Pty Lid in
consideration for future royalty and mitesione income,
with patents having been granted in Australia, the US and
Singapore and pending in Lurope, Canada and fapan.

A characteristic feature of Alzheimer's disease is the
dectine and death of particular nerve celis catied
chotinergic neurons, leading to towered levels of the vitat
chemical they produce, called acetylchoiine. The currently

approved drugs Tor treating Alzheimer’s attempt to boost
the tevel of acetylcholine 1o compensate for this 1oss.

Research at WEH] has shown that in animal models,
inhibition of the p75 receptor decreases the age-related
death of these nerve celis, and also increases thair size
and cutput of acetylcholine, It has also been shown to
improve memaory in these models. The rote of the p75
receptoy it the death of these nerve cells has been
confirmed by other international researchers in animal
modeis,

Circadian’s inhibitor has the potential to be more effactive
than current approved drugs, which become ess effective
with age as the nerve celis die.

Circadian has committed $447,000 funding over three
years. The University of Melpourne has heen contracted to
conduct this work on the development of this inhibitor and
its delivery to the central nervous system, Circadian is
managing the project.

For the period to 30 June 2003, the company provided
$122.500 for research funding with respect to this project,
$42,95% of which was ireated as a prepayment at year end
{representing arnounts received but not expended by the
University for this perfod). The company's remalning
funding commitment at year end is $318,500.

Commonwealth Govermment Grant Approved

In April 2003 the Industry Research and Development
Board approved a grant to Polychip of $248,000 under the
Commonwealth Government's Biotechnology novation
Fund {BIF} Scheme providing additional funding for our
Alzheimer's disease research project.
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ANALGESIC PROJECT

- Mon-Sedating Analgesics

Project Owners: Circadian: 85.7%. Monash Uriversity:
14.3%

Project Background

The aim of the project is 1o develop a lead compound
witich provides a pain Killing effect without brain related
side effects such as drowsiness, nausea of addiction which
carn be the adverse resuits of 1aking morphine and
codeine, the most commaonly prescribed analgesics for
SoNg pais.

A survey conducted by Louis Harris {USA} for Ortho-
McMNeil Pharmaceuticals found that 48.7 million adult
Americans or one in four suffer from chronic pain, defined
as pain that persists for at least six months, Of these, 45%
or 2.5 million people take prescription pain medication
regutarly to manage their pain condition. Accordingly, the
demand for effective prescription pain refief drugs with
{ow side effect profiles iy substantial,

An international patent application was fodged in early
1898, and entered into national phase in the USA during
the 2000/2001 financiat year. A provisional patent was
also fited in August 2007 relating to test resulis of one of
the further compounds developed in 2000/2001.

Update

+ Research continued during the period with further
compounds being developed and tested.

+ During the financiat year the company provided
488,146 (2002: $144,224} for research funding and
independent laboratory testing which has been fully
expensed. The company's remaining funding
commitment is $12,000 (2002: $43,780).

YEAST MEDIATED REACTIONS PROJECT
(EPHEDRINE)

Project Owners: Circadian: 60%. Victoria University of
fechnology. 40%

Project Background

The project is a coltaboration between Victoria University
of Technotogy {("VUT") and Circadian to develop cost
effective and environmenially friendly methods of
producing pharmaceuticals using yeast mediated reactions.
Ephedrine is the active ingredient in many over-the-
counter nasal decongestant medications.

Update

+ The company is seeking commercialisation partners,

« The company is assessing the resulis of the solvent
free yeast based process, a development project
eartier funded at VUT. This process may potentially
have better reactivity than those processes using a
sofvent.

MEMORY ENHANCEMENT PROJECT

Project Owners: Circadian: 60%, Universiiy of Sydney:
40%

Project Background

A patent application was filed in June 1997 and is
currently in national phase. The patent covers a method
of treating memaory disorders using compounds which
block the GABA-C receptor, which the investigations at the
University of Sydney found may be important in memory
processes.

While the project did not identify new compounds with
the properties required for a potential pharmaceutical, it s
betieved that the palented technology may be valuable in
the future and the company tends 1o fund the patents to
completion.

iy March 2002 Circadian entered into a cobiaboration
agreerment with the University of Sydney to fund further
work on the memaory enhancerent project based around
designing antagonists to specific receptors (known as
GABA-C receptors} in the brain, where a family of
compounds with potential for enhancing memory function
has already been identified. This work was based on
previous research funded by Circadian and a joint
provisional patent covering this work was fodged on

30 Movember 2001, The project has focused on
synthesising several of the refated compounds for

further taboratory testing.

Update

o« APCT ffull international patent] application was filed
in November 2002 covering the new compounds
produced in accordance with the collaboration
agreement,

+  Testing of a compound with an independent research
laboratory in France will commence shortly,

+ The company did not provide any further research
funding during the financial year, however continued
to pay for patenting costs.  The company does
however, have a funding commitment at year end
amounting to $18,892, relating to the independent
laboratory testing of compounds (in France).

INHERENT RISKS OF INVESTMENT IN
BIOTECHNOLOGY COMPANIES

Some of the risks inherent in the development of a product
1o a marketable stage inciude the unceriainty of patent
protection and proprietary rights, whether patent
applications and issued patents will offer adequate
protection to enable product development, the obtaining
of the necessary drug regudatory authosity approvals and
difficuities caused by the rapid advancements in
technofogy. Also a particutar compound may fail the
clinicat development process through lack of efficacy or
safety. Companies such as Circadian are dependent on
the success of their research projects and technology
irvestments.  Investment in research projects and
technology-related comparies cannct be assessed on the
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same fundamentals as rading and manufacturing
enterprises.  Thus investment in these areas must be
regarded as speculative taking into account these
considerations,

This annual report may contain forward-looking statements
regarding the potential of the company’s projects and
irterests and the developrent and therapettic potential of
the company's research and development. Any statement
describing a goal, expectation, intention or belief of the
cormpany is a forward-looking statement and should be
considered an at-risk statement. Such statements are
sudrect 1o certain risks and uncertainties, particularly those
irnherent in the process of discovering, developing and
cormmercialising drugs that are safe and effective for use as
human therapeutics and the financing of such activities.
There is no guarantee that the company's research and
development projects and interests (where applicable) will
receive requiatory approvals or prove 1o be commercially
successful in the future. Actual resulis of further research
coutd differ from those projected of detailed in this report.
As a result, you are cautioned not to rely on forward-
looking statements.  Consideration should be given to
these and other risks concerning the company’s research
and development program referred to in this annuat report
for the period anded 30 june 2003,

2{)
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S W
s,

In accordance with a resoluition of the directors of Circadian Technologies Limited, we state that:
In the opinion of the directors:

{a) the financial statements and notes of the company and of the consclidated entity are in accordance with the
Corporations Act 2001, including:

) giving a true and fair view of the company’s and consolidated entity’s financial position as at 30 June 2003
and of their performance for the year ended on that date; and

(it} comply with Accounting Standards and Corporations Regulations 2007; and

)} there are reasonable grounds to believe that the company will be able to pay its debis as and when they become
due and payable,

For and on behalf of the Board:

M/M
Leon Serry
Director

Sir Peter Derham
Director

Mealbourne
37 luly 2003
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TECHNOLOGIES LiMITED AND CONTROLLED ENTITIES.

" for the Year Ended 30 fune 2003 -

. o '--C?nseiidated o

" Revenue from ordinary activities .. Lz 862,252 L727,241 00 862,252 1,046,041
" Net gain on loss of subsidiary - S2A0C) T e HAAA08 T T e e e
- Docupancy expenses .. .o T {106,832) 0 (101,783 L Coe L 101,783)
'"_-__'Adm:mstt:aiwe eXpanses - e e (1,856,263) 0 {1,915,678) - ,B52,155) - (1,915,676}
.. Investing expense‘? 2.7 (2,165,254) {4,199,254) " - e e
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CHIROADIAN TECHNDLDGIES LIMITEDR Al CONTROLLED ENTITIES
e, %, o e EN e i §'““” fé -
SR et aata T at el et ALY L LY R L
‘b;//ﬁ}* %x,.-%:jnﬁ %;%»«.n«f § % %é\.«,,\j% g -5&,.- iﬂ‘,} 3 %{:wf? J,.wé % ? ] ? éiq.} %; 3} i,
for the Year Ended 30 june 2003
Consotidated Parent
Note 2003 2002 2003 2002
$ $ k] k]
Cash Flows from Operating Activities:
Other receipts 19,250 19,250 19,250 19,250
Fayments to suppliers, employees and for research
and development (2,325,387} (2,354,068} (1,822,121} {2.016,25M
(GST received from the ATO 56,828 94,323 56,828 94,323
hiterest received 471,550 1,189,703 871,950 1,195,703
tncome taxes {paiditax benefits received 72,388 {152} - -
Net operating cash flows {used in} operating
activities 12 {1,304,571) (1,040,544} {874,093} (702,975)
Cash Fiows from Investing Activities:
Furchase of plant and equipment (22,429} {72,337} {22,425} {22.337)
Proceeds from sale of plarmt and equipment - 3453 - 3,453
Receipts on behalf of controlled entities - - 78,000 £51,200
Payments on behalf of controlied entities - - (2,845,758} (4,847,272}
Purchase of investments {2,536,881) (4,500,303} - -
Proceeds from sale of investments - 681,200 - -
Loan to associated entity - {100,000} - {100,000
Loan repayments received - 100,000 - 100,000
Net cash flows {used i) investing activities {2,559.310} (3,846,587} (2,890,188} {4,184,956)
Cash Fiows from: Financing Activities:
Proceeds from Issues of shares and options 100,060 117,008 106,000 117.006
Payments for share buy-back {1,547,473) - (1,547,473} -
Transaction costs paid: share & option
isstles; share buy-back (12,302} {1,333} {12,302} {1,333)
Net cash flows from/{used in} financing activities {1,459,775) 115,673 (1,459,775} 115,673
Net decrease in cash held {5,324,056) (4,772,258} (5,324,058} {4,772,258)
Add opening cash brought forward 12 20,004,548 25,412,146 20,004,548 24,778,806
MNet decrease in cash flow from loss of
control of controlled entity 12 - (635,340} - -
Closing cash carried forward 14,680,492 20,004,548 14,680,492 20,004,548

The accompanying notes form an integral part of this Statement of Cash Flows.
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fal

(b}

fc}

{d}

fel

¥l

st

at 30 June 2003

Basis of Accounting

The financial report is a general-purpose financial report, which has bean prepared in accordance with the
requirements of the Corporations Act 2007 including applicable Accounting Standards. Other mandatory professions!
reporting requirements {Urgent issues Group Consensus Views) have also been complied with.

The accounting policies used, which are described below, are consistent with those of the previous year,

The financial report has been prepared in accordance with the historical cost convention, excep! for certain
investmernts, which are held at fair value, in accordance with the accounting policies described below.

Principtes of Consolidation
The consolidated financial statements are those of the consolidated entity, comprising Circadian Technotogies Limited
{the parent entity} and all entities controlled from time to time during the year and at reporting date.

All inter-entity balances and transactions have been eliminated. Where an entity either began or ceased to be
controtied during the year, the results are included oniy from the date control commenced o up to the date control
ceased.

Investments

Long terms investments held for dividend purposes are classified as non-current asseis and are carried at the lower of
cost or market vaiuation, as described in Note 4. Interests in non-subsidiary, non-associated corporations are included
in investments at the lower of cost or recoverable amount. Dividend income is brought to accownt when declared or, if
required, approved by the sharehotders. Investments intended to be soid within twelve months of balance date are
classified as current.

Short term investrnents in listed companies are held at the lower of cost and market value, Unrealised losses are
recognised as an expense in determining the net profit/loss for the pericad.

Associated Entities

trerests in associated entities are included in non-current investments and brought to account using the egquity method,
Under this method the investment in associates is initially recognised at its cost of acguisition and its carrying value is
subsequently adjusted for increases or decreases in the investor’s share of post-acquisition results and reserves of the
associate. The investrnent In associated entities s decreased by the amount of dividends received of receivable,
tnvestents in associates are carried at the lower of the equity accounted amount and recoverable amount in the
consohidated financial accounts.

Detailed equity accounting information concerning the consofidated entity's interests in material associated entities i3
provided in Note 24,

Recoverable Amount

MNon-current assels measured using the cost basis are not carried at an amount above their recoverable amount, and
where a carrying value exceeds this recoverable amount, the asset s written down.  In determining recoverable
amount, the expected net cash flows have not been discounted 1o their present value,

Income Jax

The financial statements apply the principies of tax-effect accounting. The income tax expense in the Statement of
Financial Performance represents the tax on the pre-tax accounting profit/{loss) adjusted for income and expenses never
o be assessed or allowed for taxation purposes. The provision for deferred income tax liability and the future income
iax benefit {as disclosed, but not recagnised in the Statement of Financial Position) include the tax effect of differences
between income and expense items recognised in different accounting periods for book and tax purposes, calculated at
the tax rates expected to apply when the differences reverse. The future income tax benefit relating to tax losses and
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Note 1.  Surmmary of Significant Accounting Policies (continued)

{g/

{h

1)

k)

i)

imj

timing differences have not been recognised as an asset as there is no virtuad certainty of realisation, except for the iax
rebate received/receivable which is available under the Research & Development Tax Concession of the Income Tax
Assessment Act 1836,

Goods and Services ax

Revenues, expenses and assets are recognised net of the amount of GST except:

« where the GST incurred on a purchase of goods and services is not recoverable from the taxation authority, in which
case the GST iy recognised as part of the cost of acquisition of the asset or as part of the expense itern as applicable;
and

« receivables and payables are stated with the amount of GST included.

The net amount of GST receivable from, or payable to, the taxation authority is included as part of the receivables or

payables in the Statement of Financial Position, Cash flows arising from operating activities are included in the

Statemnent of Cash Fows on a gross basis {Le. including GST) and the GST component of cash flows arising from

investing and financing activities, which is recoverable from, or payable to, the taxation authority are classified as

operating cash flows. Commitrments and contingencies are disclosed net of the amount of GST recoverable from,

o payable to, the taxation authority.

Recejvables
Recelvables from related parties are recognised and carried at the nominal amount due. Interest is taken up as income
o an accrual basis.

Hayables

Liabilities for trade creditors and other amourts are carried at cost which is the fair value of the consideration to be
paid in the future for goods and services received, whether or not billed to the consolidated entity. Payables to related
parties are carried at the principal amount. Interest, when charged by the lender, is recognised as an expense on an
accrual basis.

Deferred cash settlements are recognised at the present value of the ouistanding consideration payable on the
acquisition of an asset discounted at prevailing commercial borrowing rates,

Provisions

Provisions are recognised when the economic entity has a legal, equitable or constructive obligation to make a fulure
sacrifice of economic benefits to other entities as a result of past transactions or other past events, it is probable that a
future sacrifice of economic benefits will be required and a reliable estimate can be made of the amount of the
obtigation.

A provision for dividends is not recognised as a lability untess the dividends are declared, determined or publicly
recommended on oF before the reporting date.

Revenue Recognition
Revenue is recognised to the extert that it is probable that the economic benefits will fiow to the entity and the revenie
can be reliably measured. The following specific recognition criteria must also be met before revenue is recognised:

Interest
Control of the right to receive the interest payment,

Research and Development

Research and development costs are expensed as incurred, except where fiiure benefits are expected, beyond any
reasonable doubt. Where research and development costs are deferred such costs are amortised over future periods on
a basis related to expected future benefits. Unamortised costs are reviewed at each balance date to determine the
amount {if any) that is no longer recoverable and any amount identified is written off.

Patent costs are axpensed as incurred.

Plant and Equipment
Plant and equipment are measured al cost and are depreciated over their useful economic lives as follows:

Life Method
Fouipment and furniture 3-10 years Straight {ine
Leasehold improvements 8§ years Straight line
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Note 1.  Surnmary of Significant Accounting Policies {continued)

{ni

fo}

{n

{g)

fr}

{s}

ft)

fu

fu

Emploves Benefits
Fravision is made for employee benefits accumulated as a result of employees rendering services up to the reporting
date. These benefiis include wages and salaries, annual leave and long service leave.

Liabilities arising in respect of wages and salaries, annual leave, sick leave and any other employee benefits expected to
be settled within tweive months of the reporting date are measured at thelr nominal amounts based on remuneration
rates which are expected to be paid when the liability is settied. Al other employee benefit liabilities are measured at
the present value of the estimated future cash outfiow to be made in respect of services provided by employees up to
the reporting date. in determining the present value of fiaure cash owaflows, the market yield as at the reporting date on
national government bonds, which have terms to maturity approximating the terms of the related liability, are used.
Employee benefit expenses and revenues arising in respect of the following categories:

« wages and salaries, non-monetary benefits, annual leave, long service feave, sick leave and other leave benefits; and
e Other types of employee benefits

are recoghised against profits/iosses on a net basis in thelr respective categories. The value of the equity-based
compensation scheme described in note 15 is not being recognised as an employee benefits expense,

Joint Venture Operations

An interest in a joint venture is brought to account by including in the respective financial statement categories:

« the consolidated entity’s share in each of the individual assels employed in the joint venture;

« liabitities incurred by the consolidated entity in relation o the joint venture including the consolidated entity's share
of any Habilities for which the economic entity is jointly and/or severally liable; and

« the consolidated entity’s share of expenses of the joint venture.

Financial instruments inciuded in Fquity
Ordinary share capital bears no special terms or conditions affecting income or capital entittements of the shareholders.

Financial Instruments included in Assats

Receivables (non-current} include loans to subsidiaries.

trvestments include equity interests in non-subsidiary, non-associated corporations and are recorded at the lower of
cost or market vafuation. DHvidend income is brought to account when declared,

Financial Instruments included in Liabilities
Loans are recognised when issued at the amount of the net proceeds received. Interest is recognised as an expense on
an effective yield basis,

Employvee Option Ownership Schemes
Certain employees are entitled to participate in option ownership schemes. The detalls of the schemes are described in
MNote 15. No remuneration expense is recognised in respect of employee oplions issued.

Farnings per share

Basic EPS is catculated as net profitfloss attribltable to members, adjusted to exciude costs of servicing equity {other
than dividends) and preference share dividends, divided by the weigited average number of ordinary shares, adjusted
for any bonus element,

DHluted EPS is calculated as net oss attributable to members, adjusted for:

« costs of servicing equity {other than dividends) and preference share dividends;

« the after tax effect of dividends and interest associated with dilitive potential ordinary shares that have been
recognised as expenses; and

« Other non-discretionary changes in revenues or expenses during the pericd that would resuit from the dilution of
potential ordinary shares;

divided by the weighted average number of ordinary shares and dilutive potential ordinary shares. adjusied for any
bonws elemeant.

Operating Leases
The minimum lease paymeris of operating feases, where the lessor effectively retains substantiatly alt of the risks and
benefits of cwnership of the leased item, are recognised as an expense on a straight-line basis.

Caontributed Equity

fssued and paid up capital is recognised at the fair value of the consideration received by the company. Any transaction
costs arising on the issue of ordinary shares are recognised directly in equity as a reduction of the share proceeds
recejved,
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Consotidated Parent
2003 2002 2003 2002
$ $ 5 5
Note 2. Revenue and Expenses from Ordinary Activities
Revenues from ordinary activities:
- Interest from:
Related party - associated company 27.24% 27,248 27,249 27,249
Other unrelated persons 817,503 1,001,292 817,503 1,001,282
- Gross procesds on the sale of investments (b - 687,200 - -
- Other revenue items 17,500 17,500 17,500 17,500
Tetal revenues from ordinary activities 862,252 1.727.241 862,252 1,046,041
Expenses and Losses/{Gains):
tnvesting expenses:
- Provision for diminwion of investment in
Amrad Corporation Ltd to reflect year
end market vakie {Notes 4(bl, 25} 1,936,128 4085085 - -
- Pravision for diminwtion of investment in options
1o refiect year end market value {Note 4bh 130,193 - - -
- Write-down of other investments 1o reflect
year end market value 58.833 72,8060 - -
- Consultants and other expenses 40,060 31,365 - —
2,165,254 4,199,254 - -
Depreciation of
- bquipment and furniture 19,892 20,380 19,892 20,380
- Leasehold improvements 9,263 8,623 9,203 5,023
29,095 29413 29,095 25,4173
Operating lease remtals 68,896 68474 68,896 68,474
Frovision for employee entitlements 130,393 143,440 136,393 143,440
Other expenses comprising of:
- Write-down of capitalised project costs - 161,020 - -
- Cost of sate of investments (bl - 468,215 - -
- Other - 10,000 - -
- £30,735 - -
(&) Gainfloss) on sale of ptant
and equipment
Revenue from sale of plant and eguipmeant - 3,453 - 3,453
Written down value of plant and egudpment soid - {3,453} - {3,453)
(b} Profit on sale of investments
Revenue from sale of investments - 681,200 - -
Cost of investments soid - {468,215} - -
- 212,685 - -
Note 3. Curreni Assets
{8} Receivables
Irterest receivable — unrelated 22,917 50,115 22,917 53,115
Jax rebate receivable (MNote 13} 51.817 - - -
Other receivables 19,675 7,293 15,457 3,787
Total current receivables 84,509 57,408 38,374 53,802

Other receivables are non-interest bearing and have repayment terms between 30 and 90 days.




CIRCAD AN TELHNOLOGIES LIMITED AND CONTROLLED ENT:STIES
Consolidated Parent
20063 2002 2003 2002
$ $ $ $
Note 3. Current Asseis (continued)
tht Other Financial Assets
Shares — at lower of cost and market
value in listed entity 69,333 128,266 - -

Listed shares are readily saleable with no fixed terms. There would De no material capital gains tax payable ¥ these assets

were sold at the reporting date.

fe} Other
Prepayments

Mote 4. Mon-Current Assets
{fa) Receivahles
Loans to controlied entities {Note 18{ci{iil)

Loan to associated entity (Note 19{ciil}

Total non-current receivables

thl Other Financial Assets
Shares at fower of cost and recoverabie vaiue
- Hsted companies, at cost (i)

- provision for diminwution of investment in Amrad

Corporation Ltd {i)

- unlisted controfled entity, at deemed cost {(Note 18}

Options at lower of cost and recoverable value
- histedt company, at cost {)
- provision for diminution of investment

in options {i}

Total non-current other financial assets

77,554 32557 34,603 32,557
- ~ 19,940,899 19,809,654

544,987 544,987 544,987 544,087
544,987 544,987 20,485,886 20,354,641
26,144,017 23,607,136 - -
(6,031,217)  (4.095,089) - -
- - 925,972 925,972

815,653 815,653 - -
(130,193) - - -
20,798,266 20,327,700 925,972 925.972

{iy Listed Investrments Direct Dituted
Owmership  Ownership
Interast {nterest Book Value Market Value {§i)
2003 2602 2003 2002 2003 2002 2003 2002
Y% % % %6 § $ $ ]
Optiscan imaging Lid 8¢ 80 76 7.8 361,132 361,132 2,707,250 3,885,701
Metabolic Pharmaceuticals Lid 31.7 340 242 243 Nil Nil 36,720,000 38,880,000
Ammrad Corporation btd {51

{Note 19{c}, {Note 25} 21.6 193 207 184 16,958,74% 17,132,959 16,958,749 17,132,956
Axon nstruments Inc 15.3 153 14.0 13.8 1,932,854 1,832,854 12,454,694 24,685,388
Artisense Therapeutics bid {iv),

{Note 24{ch 235 253 202 208 860,065 85,065 5,794,375 6,253,126
Artisense Therapeutics Lig {Options) 685,460 815,653 685,460 1,158,754
Total 20,798,260 20,327,700 76,360,528 92209965
{ii} The market value, as disctosed in Note (i) above, represents the share price at 30 June 2003, and does not include

any capital gains tax that may be applicable on their disposal.

29



CHROADIAN TECHNOGLDG!ES LW T e AND CONYRDLLED ENT LT EES

Note 4. Non-Current Assets {continued)

{1} The movement between years in the book value of the company's investrnent in Amrad Corporation Limited comprises
the purchase, by the consolidated entity, of a further 3,069,000 shares at a consideration of 57 cents per share (a totat
vaiue of $1.76 million] in July 2002 and an increase in the provision for diminution in this investment of $1.93 milkion
during the year,

{iv} As at 30 lune 2007 Polychip Pharmaceuticals Pty Lid {'Polychip’), wholly owned by Circadian, had a 50.001%
controlling interest In Antisense Therapetics Limited { ATL'). ATL was not listed at this time. On 1 Juby 2001
Polychip's interest in ATL was diluted from 50.001% to 50% as a result of a share issue to Syngene Limited (an
associated company of Polychip (Note 243, Consequently, Polychip ceased to control ATL, however, it retained
significant infiuence over the operations of ATL. Polychip's interest in ATL was further diluted to 25.3% as a result of
a public issue of shares when ATL fisted on the ASX on 20 December 2007, The book value of 85,065 as at 30 lune
2002 represents the consideration of $500,007 tess 50% of ATLs iosses to 19 December 2007 {date which Polychip
ceased to have significant influence).

During the current year, Polychip acquired a further 10.3 million shares through a capital raising by ATL in December
2002, diluting Polychip’s interest in ATL from 25.3% 10 23.5%.

Polychip's total undiiuted interest in ATL, including its indirect interest in ATL through its investment in Syngene
Limited, amounted to 31.9% at year end (2002: 36%), representing a market value of $8,214,008 {2002: 38,803,200}

Consotidated Parent
2003 2002 2003 2002
$ 3 3 3
{c} Plant and Equipment
Equipment and furniture at cost
Opening Balance 137,330 142,686 137,330 126,580
Additions 21,475 22,337 21,475 22,337
Disposals - {11,587} - {11,587
Disposal through loss of controf of subsidiary - {16,108} - -
Closing batance 158,805 137,330 158,805 137,330
Accumuiated depreciation
Opening balance 88,332 77.463 88,332 76.076
Depreciation for the year 19,892 20,390 19,892 20,380
Disposals - {8,134} - 8,134
Dhisposal through foss of controf of subsidiary - (1.387} - -
Closing balance 108,224 88,332 108,224 88,332
Net book value 50,581 48,598 50,581 43,998
Leasehold improvements af cost
Opening Balance 72,187 72187 72,187 72,187
Additions 1,510 - 1,510 -
Closing batance 73,697 72187 73,697 ?2:.?8?
Accumuiated depreciation
Opening balance 42,615 33,502 42,615 33,5082
Depreciation for the year 9,203 8,023 9,203 9.023
Closing balance 51,818 42,815 51,818 42:.6‘15
Net book value 21,878 28,572 21,879 25,572
Total plant and eguipment, net 72,460 78,570 72,460 78,570
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Consolidated Parent
2043 2002 2603 2002
$ $ $ $
Note 5. Payables (Current)
Accrued expernses {unsecured) (i} 100,948 83,175 38,276 42,335
PAYG tax labitity 5.7 - 51,017 -
151,965 83,175 90,293 42,335

{1} Accrued expenses are non-interest bearing and are normally settled on 30 day terms.

Mote 6. Provisions {Current)

Annual Leave 105,241 106,366 105,241 106,366
Long Service Leave 197,326 - 197,326 -
302,567 106,366 302,567 106,366

Mote 7. Payables {Non-Current)
Loan from controtied entity (Note 19{ciiii)) - - 3,145,577 3,154,014

Note 8. Provisions (Mon-Current}
Long service leave 17,757 181,852 17,797 181.852

Note 3. Contributed Equity

Contributed equity at beginning of year 50,344,994 50,225,838 50,344,994 50,229,839
Shrares issued during the year:

- employee share scheme (i} 100,000 116,621 100,000 116,621

- transaction costs {687) {1,466) {687) {1.466)
Strares bought back during the year {ii) {1,547,473) - {1,547.473) -
- transaction costs {11,103) - (11,103) -
Contributed equity at end of year 48,885,731 5,344,994 48,885,731 50,344,594

fa) Movement in Contributed Faquity for the Year:

No. No. Nao. No.
Halance of number of shares at
beginning of year 41,289,618 41,211,618 41,285,618 41,211,618
Strares issued during the year {i) 100,000 78.000 100,000 78.000
Stiares bought back during the year {ii) {1,056,081) - {1,056,081) -

Balance of number of issued shares at end of year 40,333,537 41,288,618 40,333,537 41,289,618

(1 On 26 August 2002, 100,000 shares were issued 1o an empioyee as a result of options exercised to purchase ordinary
shares it the compaity at an exercise price of $1.00 per share {Refer Note 8(b}}. The closing market price on that day
was $1.95 per share. The market price on the date these options were granted was $0.67 per share.

(it} On 8 Aprit 2003, the company announced that the directors resolved to initiate an on-market buy-back of up to
4,138,967 fully-paid ordinary shares, representing 10% of the company’s issued ordinary shares. The market value of
the cornpany's tisted share portfolio and cash at the time was $84.6 million, eguating to $2.05 per Circadian share,
whereas the Circadian share price at the time was $1.10 {closing price as at 7 April 2003}, representing a 46% discount
{95 cents per share) to this value. This analysis does not take Into accolstt the value of Circadian’s significant portfolio
of research projects, inteflectual property and its holdings in the unlisted entities Syngene Limited and CancerProbe
Py Ltd.

Given the disparity between Circadian’s share price and the value of the company's tangible assets, the Board considers
the buy-back to be an appropriate application of a portion of Circadian’s cash reserves and 1o be in the best interests of
all shareholders. The buy-back period commenced on 24 April 2003 and the company currently intends to conciude
the buy-back period on 23 October 2003,

To 30 lune 2003, Circadian bougitt back 1,056,081 fudly paid ordinary shares representing 2.6% of total issued ordinary
shares. These shares were bought-Dack at an average cost of $7.485 per share {before transaction costs). The total cost
of the buy-back, including transaction costs, was $1,558,578, which was debited to the contributed equity account.
The market value of the company's listed share portfolio and cash on 30 July 2003 eguated to $2.77 per Circadian
share, whereas the Circadian share price was $1.85 {closing price as at 30 July 2003) representing a 33% discount

{92 cents per share) to this value,
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COIRCADIADN TELHANOLOGIES LEiMITED AND COMNTROLLED EN T 87188

Consolidated Parent
2063 2002 2003 2002
3 $ $ $

Mote 10.Reserves
Asset revaiuation reserve (110} 734,407 734,407 734,407 734,407
Option reserve {ii} 14 14 14 14
Contributed capital of assaciate reserve {iv) 656,850 656,850 - -
Total reserves 1,391,341 1.391.311 734,421 734,421
it Nature and purpose of reserve:
The asset revaiuation reserve is used to record
increments and decrements in the value of
non-curent assets.  The reserve can only be
used to pay dividends in fimited circumstances
{iil Movement in asset revaluation reserve:
Opening & closing balance 734,407 734,407 734,407 734,407
fifi} Movement in option reserve:
Balance at beginning of year 14 2 14 8
Consideration for aptions issued during the year - G - &
Balance at end of year 14 14 14 14
fivi Movement in contributed capital of

assaciate reserve!
Opening and closing batance 656,850 656,850 - -
Mote 1. Accurmuiated Losses
Accumulated losses at the beginning of the

financiai year {16,388,100) (4,644,521 (13,113,792) (8,439,751}
Net loss {3.506,768) {5,743,579) {3,824.807_] (4,674,047}
Accurmtdated losses at the end of the financiat year {13,894,868) (103881000  (16,938,599) (13,113,792
Mote 12. Statement of Cash Fiows
{a} Reconcifiation of Cash
For the purpose of the Statement of Cash Flows, cash inciudes cash at bank and investments in money market instrumernts.
Cash at the end of the financial year as shown in the Statement of Cash Flows is reconciled to the refated items in the
Statermnent of Financial Fosition as foliows:
Cash 180,482 204,548 180,492 204 548
Term deposits (i) 14,560,600 18,800,000 14,500,006 19,800,000
Closing cash balance 14,680,492 20,004,548 14,680,492 20,004 548

i Term deposits are with a major bank and are short term. The bank pays interest at current bank deposit rates.
At year end the rate was 4.66% (2002: 4.86%).
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CIROADIAN TECHNDLSGIES LIMITED AND CONTROSLLED ENTITIES
Consotidated Parent
2003 2002 2003 2002
$ $ k] k]

Note 12, Statement of Cash Fiows (continued}
{b) Reconcitiation of the net profit/{loss) after tax

to the net cash flows from operations
Net loss after income tax {3,506,768) (5,743,575} (3,824,807} (4,674,041
Decreasef/{increase) in prepayments and

cther current assets {109,296} 4,567 {13,716} 5,068
(increase)fdecrease in interest receivable 27.198 171,162 27,198 171,162
{Decreaselfincraase in payables 68,746 9.243 47,918 {31,207}
{Decreaselincrease in employee provisions 32,146 91,006 32,148 91.006
Depreciation 29,095 29,413 29,095 28,413
Write-down of receivables from subsidiaries - - 2,728,072 3,702,624
tncrease in provision for diminution of investment

in Amrad Corporation Lid to reflect

year end market vaiue 1,936,128 4,085,085 - -
Write-down of other investments 1o reflect

year end market vaiue 189,126 72,800 - —
Write-off of capitalised project costs - 161,020 - -
Net gain on deconsolidation of subsidiary - (144,40%) - -
Profit on sale of investmenis - {212,585} - -
Share of associates’ net {osses (Note 240} _...28854 425,734 - =
Net operating cash flows used in operating activities {1,304,971) (1,040,544} {874,093} (702,975)

{c} Loss of Controt of Subsidiary

On 1 ey 2007 the Compary's interest in Antisense Therapeutics Limited (ATL was diluted from 50.0071% to 50% as a
resutt of a share issue to Syngene Limited. Consequently, the Company ceased to control ATL as defined by Australian
Accounting Standard AASB 1024, ATL was subsequently listed on 20 December 2007 at which time the Company ceased
to have sighificant influence over ATL (see Note Z4{c} for further details).

The carrying amounts of assets and liabifities no longer controlted by major classes:

Cash

Receivables

Froperty. plant and equipment
Creditors

MNet assets of entity no tonger consolidated

2003
$

2002
$
635,340
10,662
14,715
{54,460}

606,261




COIRCADIADN TELHANOLOGIES LEiMITED AND COMNTROLLED EN T 87188

Consolidated Parent
2063 2002 2603 2002
$ $ $ $
Note 13. fncome Tax
The prima facie tax on loss from ordinary activities differs from the income tax expense/{benefity provided in the financial
statements as follows:

Loss from ordinary activities {3.631.073) (5,743,427} {3,824,807) (4,674,047}
Prima facie tax catcutated at 30% {1,089,322) {1.723.028) {1,147,442) (1,402,212

Tax effect of permanent differences:

Research and development {10,383) {15,576) - -
Write-down of receivabies - - 818,422 1.110,787
Write-down of capitalised costs and investments £37.576 1,298,673 - -
Gain on deconsolidation of Antisense

Therapautics Limited - (102,384) - -
Share of {osses in associated entities 8,597 186,781 - -
Tax losses relating to subsidiary which

ceased 1o be controbied - 114,735 - -
Other non-deductible expenses 1,317 8,576 1,317 5,576

Tax penefit of losses transferred {inyfout
- current year {a) - - - -

- prior year (a) - - 39,043 18.027
Under/{over} provisions of previous year 8714 {52,677} 58 (84,571}
Income tax adjusted for permanent differences (443,501) (286,900 {288,602) {350,393}
Benefit of tax losses not brought to account 397,077 287.052 288,602 350,393
Utilisation of tax losses not brought to account in

previous pericds {77.881) - - -

Income tax expense/{benefit) attribltable o
ordinary activities {b} (124,305) 152 - -

The estimated potential future income tax
benefit at year end in respect of tax losses
not brought 1o account s 1,649,316 1,341,210 535,510 255,950

{a} Tax iosses were transferred for $nil consideration {2002: $nil).

b} The income tax benefit comprises cash rebates receivedirecelvable which are available under the Research and
Development Tax Concession of the Income Tax Assessment Act 1936,

Benefit of income tax losses not brought to account
The estimated potential future income tax benefit at year end In respect of timing differences {calctlated at 30% tax rate} for
the consolidated entity amounted to $117,304 (2002: $88,785) and for the parent entity $99,304 {2002: $83,761}.

The benefits of the 1ax osses and timing differences wili only be realised i:

{iy entities within the economic entity derive future assessable income of a nature and amount sufficient to enable the
benefit of the taxation deductions to be realised;

{if} entities within the economic entity continue to comphy with the conditions for deductibility imposed by law; and

(i3} there are no changes in taxation legisiation adversely affecting entities in realising the benefit.

The franking accournt balance at the end of the financial year at 30% (2002: 30%} is $717.880 {2002: $17.890}, which
represems the amount of franking credits available for the subsequent financial year,




CHROADIAN TECHNOGLDG!ES LW T e AND CONYRDLLED ENT LT EES

Consolidated

2003 2002
Note 14. Earnings Per Share
Basic earnings per share {cents per share) (8.48) {13.82)
Diluted earnings per share {cents per share) (8.49) {13.82)

(&) Farnings/loss) used in calculating basic and difuted earnings

per share {numerator) (3,506,768} {5,743,579)
{b) Number of Ordinary Shares

Weighted average number of ordinary shares on issue used in the

catcutation of basic earnings per share (denominator) 41,290,990 471,252,993
{c) Potential Ordinary Shares Not Considered Dilitive

Al potential ordinary shares, being options to acquire ordinary shares, are not considered dilitive for the year ended 30

June 2003,

{d) There have been no other conversions to, calls of, or subscription for ordinary shares or issues of potential ordinary

shares since the reporting date and before the completion of this financial report,

Note 15. Employee Benefits
{a} Emptoyee Option Ownership Scheme
Circadian Technologies Limited offers options over ordinary shares to employees at the discretion of the Board of Divectors.

Details of the employee option cwnership schemes for both the parent and the consolidated entities are as follows:

Options
2003 2002
Total number issued to employees during the year (000} - 870
Total number issued to employees since commencement of the scheme (000} 3,310 3,310
Total number of employees eligible to participate in this scheme 7 7
Total market value of issues during the year i1 - -
Froceeds recefved and receivable from issues during the year - 36
{f} Options in Circadian Jechnologies Limited are not tisted and as such do not have a market value,
Consotidated Parent
2003 2002 2003 2002
$ $ 3 3
{b) Employee Benefits Recognised
Aggregate employee benefits Hability (Refer to
Notes 6 and 8} 320,364 288,218 320,364 288,218
{c} Number of employees No. No. MNo. MNo.
The number of full time equivalenis employed as
at 30 lune are: 5 5 5 5

Mote 16. Rermuneration of Direciors and Executives

{a) Remuneration of Directors

The number of executive and non-executive directors of the parent entity who were paid or were due to be paid
rernuneration directly or indirectly fromm the company or any related corporation, as shown in the foliowing bands were:

2003 2002
$ 0 - 9,952 1 -
$ 30,000 - 39,952 2 2
$ 40,000 - 49,9939 1 1
$ 50,000 - 58.84g9 1 1
$ 210,000 - 219,999 {i - 1
$ 260,000 - 259,999 (i 1 -
$ 570,000 - 579,999 (i - 1
$ 650,000 - 669,993 (i 1 -

The aggregate remuneration of the directors referred to in the above bands was $1,117.778 (2002: 976,585}, Adl
remuneration of the consofidated entity was sofely provided by the parent entity, Circadian Technotogies Limited,
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Mote 16. Remuneration of Directors and Executives {continued)

The total of all remuneration paid or due to be paid to ali the directors of each corporation in the consolidated entity from
alt corporations of which they are director, or any related corporation, was $1,002,.778 (2002: $976,594).

{f}  MNo options were granted to directors and officers during the year ended 30 June 2003

ASICs "Media release 03-202 Valuing options for directors and executives” provides guidelines for Australian fisted
compariies on how 1o include the valuies of options and similar equity instruments in the dischosure of director and
executive remuneration for the 30 June 2003 directors’ report. The guidelines provided draw on the issuance of the
Australian Accounting Standards Board's Exposure Draft 108 "Share-Based Payment” {ED 108} and its equivalent the
International Accouwnting Standards Board's Exposure Draft ED 2 "Share-Based Payment” {ED 2). ED T08/ED 2 provide
a basis for valuing options and allocating those values over time. MNote that ASIC's guidelines do not require that
options be expensed in the financiat statements, onty that they be disclosed in the directors’ report.

ED 108/ED 2 propose that an expense be recognised in relation to options over the perfod from grant date to the
vesting date. For options that vest immediately, the value is recognised as an expense at grant date. Previous ASIC
guidelines reqguired the total value of oplions issted to be disclosed as patt of remuneration in the vear they were
granted. The company made such disclosures, as required, i its 2007 and 2002 directors’ reports and notes to the
financial staternents. The options issued in these years were “well out of the money” at their respective grant dates
and year end dates,

Options issued by Circadian in 2007 and 2002 have four vesting dates, for various proportions of the total issued
options, during the life of the options as detailed below. Accordingly, although no options were issued during the year
ended 30 une 2003, the options issued to directors in previous years, which had not vested at 1 July 2002, have been
allocated a total value of $25.000 for the current financiat year and are inchuded in the remuneration of directors
above. This amount has been determinaed by allocating the fair vaiue of options issued eqgually over the vesting periods.
Currently, this amortised fair value is not recognised as an expense in the financial statements and no adjustrments have
been made 1o reflect estimatad or actual forfeitures {i.e., options that do not vest ar are not exercised).

Dletails relating to options issued and the valuation basis adopted are as follows:

Options Granted in 2000/20071
As stated in the company’s 2007 annual report:

500,000 options were granted 1o a director during the 2007 financial year. "Each option entitles the holder 1o purchase
1 ordinary share in Circadian Technotogies Limited at an exercise price of $6. AH options were granted on 21
September 2000 and the option holder may not exercise more than the foltowing proportion of the options from time to
time held by the option holder:

e prior to 21 September 2007 {vesting date: 21/9/00} 25%
e prior 1o 21 Septernber 2002 {vesting date: 21/9/07} 0%
e prior to 21 September 2003 {vesting date: 21/9/02} 75%
e prioy to 21 September 2004 {expiration date; {vesting date: 21/5/03) 100%,

it is difficult to estimate the fair vaiue of these options as the options are 'well out of the money’ at the date of grant {market
share price $3.96 as at 27 Septernber 2000} and as at the 2001 year end {market share price $2.80}, whereas the options
have an exercise price of $6.00 and will have no value unless Circadian's share price reaches this figure. Thus the directors
have endeavoured 1o estimate the fair value of the options by considering two methods namely the value of the options in
accordance with the laxation method and secondly the Black-5choles options pricing formula. The options have a $nil
value according to the taxation method and an indicative value of $0.55 according to the Black-Scholes method mentioned
above. The indicative value has to be treated with caution hecause of the perceived weaknesses in the valuation
methodology which inciude: {i} the long delay between the Issue date and exercise date of the options; {ii} the fact that
these options are not tradeable and thus have liquidity restrictions; and (iH) due to the historical volatility of the share price
not necessarily being a sound indication of its future volatifity. Discounting the Black-Scholes indicative value for the above
weaknesses, it would not be unjustifiable to value the options at $0.20 per option and the directors have adopted this
valuation for the purpose of these accounts.”

37



[

PRDADIT AN TECHNOGLDG!ES LW T e AND CONYRDLLED ENT LT EES

Maote 16, Remuneration of Directors and Executives (continued)

These options comntinue to be "well out of the money” as at the 2003 year end (market share price $1.55).

Options Granted in 2001/2002
As stated in the company's 2002 annual report:

735,000 options were granted to directors during the 2002 financial year. "Each option entitles the holder 1o purchase
1 ordinary share in Circadian Technologies Limited atl exercise prices ranging between $4.75 and $5.50 {one third of
the total options granted have an exercise price of $4.75 each: another third of the total options granted have an
exercise price of $5.00 each; and the final third of total options granted have an exercise price of $5.50 each). AH
options were granted on 30 luly 2001 and the option holder may not exercise more than the following proportion of
the options from time 1o time held by the option holder:

® prior to 30 July 2002 {vesting date: 30/7/07) 25%
® prior to 30 July 2003 {vesting date: 30/7/02} 50%
e prior to 30 July 2004 {vesting date: 30/7/03) 5%
® prior to 30 July 2005 {expiration date} {vesting date: 30/7/04) 1009%

These options are ‘weli out of the money’ at the grant date {market price per share: $2.40} and as at the 2002 year end
{rarket price per share: $1.63), whereas, as stated above, the options have exercise prices ranging between $4.75 and
%5.50 and wilt have no value uniess Circadian’s share price reaches these figures. The directors have endeavoured to
estimate the fair values of the options by using the Black-Scholes options pricing formula which values each option,
based on the various expiration dates and exercise prices. Based on this accepted formula each option has a negligible
vaiue of between §.0007 of a cent and 0.0002 of a cent. The directors have adopted these valuations for the purpose
of these accounts.”

These options comntinue to be "wel out of the money” as at the 2003 year end {market share price $1.55).

Vaives of Options Issued to Directors and Officers - Assumptions

The following assumptions were used to derive a value for the options issued using the Black-Scholes options pricing
formida at their respective financial year end dates:

Options Granted

21 September 2000 30 July 2001 14 August 2001
Cividend yieid - - -
Expected volatitity 52.06% 12.34% 12.34%
Historical volatitity 52.06% 12.34% 12.34%

Risk-free interest rate £.062% 5.745% 5.745%,

o = w

Expectad tfe of option

“ Assumed to be total years from grant date 1o expiration date,

{b) Remuneration of Executives
The number of executive officers {other than executive directors) whose total income for the year falls within the following
bands was:

Consclidated Parent
20603 2002 2003 2002
$ 150,000 - 158,958 - 1 - 1
$ 160,000 - 165,999 1 - 1 -
The aggregate income of the executive
referred tor above: (i} $ 160,559 {it $ 159,304 {i} % 160,558 {it $ 159,304

{8

Based oh the method described in {a}{i) above, total remuneration of the executive for the current financial year
includes a value of $2,500 for options granted 1o the executive in previcus years [00/07 and 01/82), which had not
vested at 1 July 2002, For further detafls see (a){i} above.
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Note 16. Remuneration of Directors and Executives {continued)

Opntions Granted in 2000/2001

50,000 options were granted 1o the exectiive on 21 September 2000. The terms of the options are the same as
described in Note {a){i) ‘Options Granted in 2000/2007 above and the valuation of 20 cents per option has been
determined on the same basis as described in Note (al{i) 'Options Granted in 2000/2007 above.

Options Granted in 2001/2002

50,600 options were granted during the 2002 financial yvear to the executive. The terms of the options are the same as
described in Note (a){f) ‘Options Granted jn 2001/2002" above except the options were granted on 14 August 2001 and
the option holder may not exercise more than the following proportion of the options from time to time held by the

option holder:

e priorto 14 August 2002 {vesting date: 14/8/07)
e priorto 14 August 2003 {vesting date: 14/8/02}
e priorto 14 August 2004 {vesting date: 14/8/03)
L]

prior to 14 August 2005 {expiration date} {vesting date: 14/8/04)

25%
50%
75%
100%

The valuation of an average of 0.0007 of a cent per option has been determined on the same basis as described in Note
{a}i} 'Options Granted in 2001/2002" above.

Note 17.

Parties

Circadian Pharmaceuticats {Aust)
Pry Lid and Monash University

Polychip Pharmacetticals Pry Ltd

and Monash University

Polychip Pharmaceuticals Pry Ltd

and University of Sydney

Polychip Pharmacetticals Pry Lid

and Victoria University of
Technalogy

Polychip Pharmaceuticals Pry Ltd
and the University of Melbourne

Project

interasts in Joint Venture Operations

Pharmaceutical
Research and
Deveiopment Project

Circadian Rhythm Disorders

Anti-Allergy Asthma Project

Analgesics Compound Project

Anti-Anxiety - GABA-C

Receptors Praject

Yeast Mediated Reactions

Project (Ephedrine)

and expensed on a project.

Adzheimer’s Disease
Research Froject

inchided in the total commitments disciosed in Note 21(bi):

Not {ater than one year

Later than one year, but not 1ater than five years

{d}

Share of Project
Income (Note (a)}

2003 2002
60% 50%
67.5% 57.5%
85.7% 85.7%
60% 50%
60% 50%
100% -

Consolidated

Loss Coniributed

{MNote {b}}
¢

2003 2002
- 161,020
88,146 144,224
{14,564} 79.241
4,166 33,583
79,549 -
?56,897_ 418,068

There was no project income in the current year or in the prior year from any of the joint veniure projecis.

These amounts represent the company's, or controlled entities’, share of the research and development costs incurred

Expenditure commitments refating to_joint verture research projects are payable as folfows (these amoLmnts are

Parent
2603 2002
$ $

2003 2002
$ $
165,642 147,947
_________ 183,750 S
349,392 147,947

The consolidated entity has nil assels in the financial statements employed in the joint ventures.
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Note 18. Controlled Entities

Nate of company
incorporated in
Australia

Circadian Pharmaceuticals (Aust} Pty Lid
Precision Patchctarnps {(Int Pry Lid
Polychip Pharmaceuticals Pry Lid

Fibre Optics (Aust) Pty Lid

Book value of parent entily investiment and % of
each class of shares held

2003

Yo
100
160
160
1¢0

Circadian Technologies Limited is the ultimate parent entity.
All controlted entities have the same financial year as Circadian Technologies Limited.

Note 19, Related Party Transactions

2002
$ %
- 100
825,872 100
- 100
- 100
925,872

{a} The following are the names of the directars who held office for some or all of the financial years ended 30 lune 2002

and 2003 unless otherwise stated:

Sir Peter Derharm

Mr Leon Serry

Mr lan R Davis

Dr lohn Stocker

Mr Graeme Kaufman {appointed 29 January 2002}
Mr lames MacKenzie (appointed 16 July 2002}
Professor Ray L Martin {retired 19 Septernber 2002)

{b} Directors’ share and option holdings

{i} Ordinary share options
Share options issued during the year

Share options outstanding at year end

{if} Ordinary shares
Ordinary shares acquired by the
directors from the entity during the year.
- directly
- indirectly

Transfer of ardinary shares by a director during the year:

- directly
- indirecthy

Ordinary shares purchased by a director prior to the
relevant financial year {director appointed during

the relevant financial year)

Ordinary shares held by retired director - directly

Shares/options issued by
the Parent entity

Shares/options issued by
Controtled entities

2003 2002 2003 2002
No. Mo, No. No.
- 735,000 - -
1,235,000 1.235.000 - -
17,000 2,000 - -
52,000 £4.500 - -
- (400,000) - -
- 400,000 - -
- 4,000 - -
(245,001) _ - _
(176,001) 70,900 - -

A1)
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Note 19. Related Party Transactions (continued)

Shares/options issued by Shares/options issued by
the Parent entity Controlled entities
2003 2002 2003 2002
No. No. Na. No.
Grdinary shares held directly by directors at the end
of the year 1,222,004 1,450,005 - -
Ordinary shares held indirectly by directors at the
end of the year 3,845,888 3,797,858 - -
5,071,902 5,247,903 - -
{c} The following transactions and balances were held with refated parties during the years ended 30 lune 2007 and

2003

{8 During the year tegal fees, including miscelaneous expenses, totalling $26,680 (2002: $31.288) were
incurred by the consclidated entity for services provided by the fegal firm of Minter Eltison of which
My lan Davis, a director of the company, is a partner. These tegal fees were charged at commercial rates.

(i1} Loans to controlled entities of $19,840,889 {2002: $18,809,654} and to associated entity of $544,987 (2002
1544 887} are stated at the lower of cost and recoverable value, are unsecured and have no fixed terms of
repayment of principal {although repayment is not expected within the next year). No interest is payable
axcept for the loan to Syngene Limited which is payable at 5% p.a. The amounts are owed by the following
comparies (stated at the lower of cost and recoverable valua):

2003 2002
% $
Controtled Entities
Precision Patchclamps {iny) Pty Lid 510,31¢ 518,310
Fotychip Phanmaceuticals Pty Ltd {a) 1,482,655 607,347
Fibre Optics {Aust) Pty Ltd {b) 17,947,934 18,601,097

18,940,893 19,809,654

Associated Entity
Syngene Ltd 544,587 544,987

fa) The amount lent to Polychip Pharmaceuticals Pty Ltd was mostly used for working capital purposes and
was also used to subscribe for further ordinary shares in Antisense Therapeutics Limited via a share
placerment by Antisense Therapeutics Limited in December 2002 {refer to Note 4{bj{iii)).

(b} The amount lent to Fibre Optics {Aust} Pry Ltd was used to fund the further acquisition of Amrad
Corporation Limited shares,

{1} A loan from controlled entity Circadian Pharmaceuticals {Aust) Py Ltd {a 100% owned subsidiary} totalting

%3.145,577 {2002: $3.154,014} is unsecured and has no fixed terms of repayment of principal {although repayment
is not expected within the next year). No interest is payable.

{tv} During the year Professor Ray Martin, a director of Circadian Technologies Limited {retired on 19 September 2002,

{v}

received $15.833 as remuneration from Optiscan Pty Lid (2002: $30,000). Professor Ray Martin retired as a
director of Optiscan Pty Lid on 13 November 2002.

During the year, secretarial fees totailing $17.500 {2002: $17.500} were paid by Traders Macquarie Pty Lid to
Circadian. Mr Leon Serry, the Managing Director of the consolidated entity, is a director and major sharehoider of
Yraders Macquarie Pty Lid. This is a voluntary contribution.

{d} Unrelated Listed Entity Transactions

i

{H)

Metabolic Pharmacecticals Limited, a company in which Polychip Pharmaceuticals Pty Ltd {a 100% owned
subsidiary} has a 31.7% shareholding, rented prernises from Castlegreen Pty Lid during the year, a company in
wihich Mr Leon Serry, Polychip’s Managing Director, is a director and major shareholder. The total amount of rent,
rates and taxes paid during the year was $41.770 (2002: $40.466) and was based on commercial rental rates,
Antisense Therapeutics Limited, a company in which Polychip Pharmacevticals Pty Ltd {8 100% owned subsiciary)
has a 23.5% shareholding, rented premises from Castiegreen Pty Ltd during the year, a company in which My Leon
Serry, Polychip's Managing Director, is a director and major shareholder. The total amount of rent, rates and taxes
paid during the year was $41,.247 {2002: $20.258 for the period 1 February 2002 to 30 lune 2002} and was based
o commaercial rental rates.
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Consotidated Parent
2003 2002 2003 2002
$ § E: E:

Note 20. Remmneratiorn: of Auditors
Armounts recefved or due and receivable by
Ernst & Young Australia for
- an audit or review of the financial report

of the entity and any other antity in the

consolidated entity 28,8975 18,500 28,973 18.900
- other services in relation to the entity and any

other entity in the consolidated entity:

- tax comphiance 7.000 3,500 7,000 3,500
- assurance related 9,500 6,100 6,500 6,100
45,475 28,500 42,475 28,500

Amounts received or due and receivable by
auditors other than Ernst & Young for.
- an audit or review of the financial report of the
entity and any other entity in the consolidated entity - 8,350 - 9,350
- other services in relation to the entity and any other
entity in the consolidated entity:

- tax comphiance - 7,000 - 7.000
- assurance related - 2.1 95_ - 2,185
45,475 47.045 42,475 47,045

Note 21. Commitrments
{#) Operating office fease expenditure
contracted for (s payable as folfows:

Not fater than one year 75,576 88,550 75,576 68,550
Later than one year, but not later than five years 71,849 143,826 71,845 143,826
147 425 212,376 147,425 212,376

Operating leases have an average lease term of four years. The asset that Is the subject of an operating lease is office
premises,

{b) Expenditure commitiments relating to research
projects are payable as foliows:!

Not fater than one year 165,642 147,847 - -
Later than one year, but not later than five years 183,750 - - -
349,392 147,947 - -

Note 22, Segment information
The consolidated erntity operates predominantly in one industry and one gecgraphical segment, those being the medical
technology and healthcare industry and Australia respectively.

Note 23. Fair Vaiue of Financial instruments
The carrying amounts of investments {current), receivables {non-current) and accrued expenses approximate their fair values.
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Note 24. Associated Entities

fal Details of material interests in associated entities are as follows.

Name and Principal Activities

Syngene Limited - Gene Diagnostics

CancerProbe Pty Lid - Cancer
Diagnosticy/Therapeutics

{hl Share of Associates’ Resuits

Loss from ordinary activities before tax
Income tax expense

Share of {oss of associate

e} Aggregaie Carrying Amount of Associates

Balance at the beginning of the year
Movements during the year
Share of net resuft

Balance at the end of the year

Balance at the beginning of the year
Movements during the year
Share of net resuit
Share of historical accumudated fosses
Investments acquired
Antisense Therapeutics — investment
no longer aquity accounted {i}, {Note 4{b}}

Balance at the end of the year

Ownership interest

Carrying Amount

$
2003 2002 2003 2002
42.38 42,38 447,216 461,655
30.00 30.00 89,892 83,807
516,908 545,567
2003 2002
$ $
{28,654) {425,734}
{28,654) {425,734}
2003
Total
Accumulated Carrying
Losses Cost Reserves Amount
$ $ $ ¢
(656,328) 545,000 656,890 545,562
{28,654) - - (28,654}
(684,982) 545,000 656,890 516,808
2002
Total
Accumulated Carrying
Losses Cost Heserves Amournit
$ $ $ ¢
(448,660 545,000 656,890 753,230
(425,734 - - {425,734}
{196,870 - - {195,870
- 500,001 - 500,001
414,936 {500,001) . (85,065)
(656,328) 545,000 656,890 545,567

iy On 1 lidy 2007, the Company's interest in Antisense Therapeutics Limited (ATL) was diluted from 50.007% to 50% as
a restit of a share issue to Syngene Limited. Consequently, the Company ceased to control ATL as defined by
Australian Accounting Standard AASE 1024, however it stilt retained significant influence over the operations of ATL.
This significant inflience over ATL ceased on 20 December 2001 with the further diligion by the public issue of shares
when ATL was listed on the ASX. Accordingly, the residual investment armmount of $85,065 has been reclassified to
“Other Financial Assets — Shares in Listed Companies” {see Note 4{bj}. The impact on the Company's financial
performance in 2002 as a result of these events is as follows:
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Naote 24, Associated Entities (continued)

« Again on foss of control of a subsidiary of $3471,27% was recognised in accordance with the requiremeants of
accounting standard AASE 1024 in the Statement of Financial Performance.

« Under the equity accounting method, the carrying value of the Company's investment in ATL has been adjusted as

follows:

the share of losses of ATL since the dilution of ownership on 1 July 2007 10 19 December 2007 amounting to
$218.066 has been recognised in the Staterment of Financial Performance; and

»  the share of accumulated losses of ATL, had the investment been an associate since acquisition date {being the
period 13 November 2000 to 30 lune 2001}, amounting to $31986,870, has been recognised in the Statement of

Financiat Performance.

The armounts impacting the Statement of Financial Performance in 2002 as described above have been included in the

foliowing profit and loss captions:

Met gain on toss of subsidiary (3341,279-$156,870}
Share of net loss of associate

{d) Financiat Summary of Material Associates

Total assets
Total Habilities
Met toss

{el Expenditure Commitments of Associates

$144,409
(5218,066)

Syngene Lid CancerProbe Py Led

2003 2002 2003 2002
$ $ $ $
783,086 835,583 242,534 275,650
571,260 589,687 10,226 -
(34,071} (416,355} (47,382} {104.058)

Syngene Limited had expenditure commitments outstanding in refation 1o joint venture research projects as at
30 June 2003, Circadian's share of these commitments is payable as follows:

Not [ater than one year
Later than one year, and not later than five years

2003 2002
$ $
14,875 60,096

- 15,024
14,875 75,120

CancerProbe Pty Ltd does not have any outstanding expenditure comimitments at batance date.

MNote 25. Subsequent Event

Supseqlent to year end, the share price of a material nvestment in Amrad Corporation Limited increased to 65 cents. The
market value at year end was $16,958,749 and the market value at the date of this report is $18,371.878. The increase in
market value of the consolidated entity’s investment in Amrad Corporation Limited since year end of $1.413,230 is not

reflacted in the financiat report.
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S ERNST & YOUNG

Independent audit report to members of Circadian Technologies Limited

Scope

The financial report and directors’ responsibifity

The financial report corprises the statement of financial position, statement of financial performance, statement of cash
flows, accompanying notes to the financial statements, and the directors’ deciaration for Circadian Technologies Limited and
the consolidated entity, for the year ended 30 june 2003, The consolldated entity comgprises both the company and the
entities it controbted during the year.

The directors of the comparry are responsible for preparing a financial report that gives a true and fair view of the financial
position and performance of the company, and that complies with Accounting Standards, in accordance with the
Corporations Act 2001, This includes responsibitity for the maintenance of adequate accounting records and internal
controls that are desighed to prevent and detect fraud and error, and for the accounting poticies and accounting estimates
inherent in the financial report.

Audit approach

Wife conducted an independant audit of the financial report in order to express an opinion on it to the members of the
company. Our audit was conducted in accordance with Austratian Auditing Standards in order to provide reasonable
assurance as 1o whether the financial report is free of material misstatement. The nature of an audit is influenced by factors
such as the use of professional judgement, selective testing, the inherent limitations of internal control, and the availability
of persuasive rather than conclusive evidence. Therefore, an audit cannot guarantes that all material misstatements have
been detected,

We performed procedures to assess whether in all material respects the financial report presents fairly, in accordance with
the Corporations Act 2007, Accounting Standards and other mandatory financial reporting requirements in Austratia, a view
which is consistent with our understanding of the company's and the consolidated entity's financial position, and of its
performance as represented by the results of its operations and cash Hows.

We formed our audit opinion on the basks of these procedures, which included:

« examining, on a test basis, information to provide evidence supporting the amounts and disclosures in the financial
report, and

«  assessing the appropriateness of the accounting policies and disclosures used and the reasonableneass of significant
accounting estimates made by the directors,

While we considered the effectiveness of management’s internal controls over financial reporting when determining the
nature and extent of our procedures, our audit was not designed to provide assurance on internal controls.

We performed procedures to assess whether the substance of business fransactions was accurately reflected in the financial
report. These and cur other procedures did not include consideration or judgment of the appropriateness or reasonableness
of the business plans or strategies adopted by the directors and management of the company.

Independence

We are independent of the company, and have met the independence reguirements of Australian professional ethical
pronouncements and the Corporations Act 2001, iIn addition 1o our statutory audit work, we were engaged 1o undertake the
services disciosed in the notes to the financial statements. The provision of these services has not impairad our
independence,
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S ERNST & YOUNG

Audit opinion
tn aur opindon, the financial report of Circadian Technologies Limited is in accordance with:
{ay the Corporations Act 2007, including:
{1y giving a true and fair view of the financial position of Circadian Technoiogies Limited and the consolidated entity at
30 June 2003 and of their performance for the year ended on that date; and
(i} complying with Accounting Standards in Australia and the Corporations Reguiations 2001, and
{b} other mandatory professional reporting reguirements in Australia.

WY'\/(O

Ernst & Young

Denis Thormn

Parther
Melbotirne
3T luby 2003
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# Fid “
[P - IV N
rrormation

SHAREHOLDINGS
The distribution of members and their holdings as at 29 luly 2003 as per the Register of Members was as follows:

Fully Paic Ordinary Shares

Category No. of Holders Mo. of Shares
1-1.000 2,305 1,615,223
1,007 - 5,000 2.964 7.787.747
5001 - 10,000 563 4,467 180
10,001 - 106,000 9,058,342
100,601 - and over 17,404,445

The number of shareholders with fess than a marketabie parcef was 258 representing 44,269 ordinary shares,

The twenty largest shareholders as per the Register of Members on 28 july 2003 were as follows:

MNo. of Shares Y% Interest
Cogent Nominees Pty Lid <Facker & Co Investigator Trust> 4,786,875 11.87%
Capital Macquarie Pty Lid 2,265,260 5.62%
iFF Steven Pty Ltd 965,867 2.39%
Jagen Py Ltd 219,322 2.03%
Traders Macquarie Pty Lid 647,572 1.61%
Invia Custodian Pty Lid <Black A/C= 600,000 1.49%
Mr lan Davis 578,667 1.43%
Audivac Pty Ltd 543,400 1.35%
Sir Pater Derharn 500,001 1.24%
Sked Pty Ltd <Superannuation Fund A/C: 412,000 1.02%
Peters Investments Pty Lid 460,000 0.95%
Mr Leon Serry 362,668 0. 60%,
Mr Eric Lucas 324,035 0.80%
ANZ Nominees Limited 291,525 0.72%
Dr Afan Finkel 285,006 0.71%
Dr lohn Stocker 282,334 0.70%
Parmanent Trustee Australia Limited <SAMO002 A/C: 276,777 0.69%
Giuardian Trust Austratia Limited <T55F A/Ce 263,111 0.65%
Westpac Custadian Nominees Limited 246,274 0.61%
Professor Raymond Martin 245,001 0.61%

15,086,081 37.43%

VOTING RIGHTS

Articles 42 to B7 {incl) of the Company's Articles of Association stipulate the voting rights of mambers. In sumemary, bl
without prejudice to the provisions of the Articles, every member present in person or by represeniative, proxy or attorney
shalt have one vote on a show of hands and on a poll have one vote for each share held by himfher. The Compary's
shares are quoted on Austraiian Stock Exchange Limited,
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CIRECTORS' INTEREST IN SHARES

As at 29 July 2003 the interest of each Director of the Company in the issued share capital and options of the Company was as
foltows!
Shares held by
compartes in which

Shares held Directors have a
directly beneficial interest Directors' options
Sir Peter Derham 500,001 - -
Mr Leon Serry 362,668 3,325,232 1,025,000
Mr Graeme Kaufman 23,000 - 210,000
M lan Davis 54,001 524,666 -
Dr lohn Stocker 282,334 - -

M James MacKenzie - - _

SUBSTANTIAL SHAREHOLDERS
As at 29 Juby 2003 the subsiantial sharehotders of the Company were:

No. of Shares
Mr Leon Serry

- Capital Macquarie Pry Ltd 2,265,260
- Traders Macqguarie Py Ltd 647,972
- Sked Pry Ltd <Superannuation Fund AC: 412,000
- L. Serry 362,668

3,687,900

Cogent Nominees Pty Ltd <Packer & Co Investigator Trust: 4.786875







