MEDICAL THERAPIES LIMITED
ACN 111 304 119

SHORT FORM PROSPECTUS

For a nonrenounceable rights issue of one {1] Qption for every three (3] Shares held by
Shareholders registered ot 5.00pm {WS3T} on 21 March 2004 at an issue price of 0.5 cents
per Option (Rights Issue}, exercisable at 20 cents.

important Notice

This Praspectus is a short form prospectys issued in accordaonce with Section 712 of the
Carporations Act. This Prospectus does not of ifself contain dll the information thatl is
generdlly required 1o be set out in ¢ document of this type bul refers o another
document the information of which is deemed 1o be incorporated in this Prospecius.



TABLE OF CONTENTS

1. CORPORATE DIRECTORY .ttt ittt s st st s s e

2. LETTER FROM DIRECTORS ...ttt st

3. DETAILS OF THE OFFER ...ttt sttt st s s s s

4, INFORMATION DEEMED TO BE INCORPORATED IN PROSPECTUS ...

5. FINANCIAL INPFORMATION ...ttt st

6. FURTHER EINFORMATION......o ittt sas st sas st as s sanas s n s aes sasane

7. AUTHORITY OF DIRECTORS ...ttt st s st s sar e

8, DEFINITIONS oottt et s st e b e s st

i1

12



IMPORTANT NOTICE

This Prospectus is dated § March 2006.

A copy of this Prospectus was lodged with the ASIC on 9 March 2006. The ASIC fckes no
responsibility for the contents of this Prospecius.

No Options will be issued on the basis of this Prospecius later than thirteen {13] months
after the date of this Prospectus. Application will be made within seven (7] days after the
date of this Prospecius for permission for the Options offered by this Prospectus o be
listed for Guotation.

Applicants should read this document in its entirety and, if In any doubl, consult with their
professional advisars before deciding whether to apply for Options. There are 1isks
associated with an investiment in Medical Therapies Limited and the Options offered
under this Prospectus must be regarded as a speculative investment. The Options
offered under this Prospectus corry no gugrantee with respect to retum on capiidl
investment, payment of dividends or the future value of the Options.

Details of the definitions and abbreviations used in this Prospectus are set out in section 8.
Short Form Prospectus

This Prospectus is g short form prospectus issued in accordance with section 712 of the
Carporations Act. This means this Prospecius alone does not coniain all the information
that is generally required to satisfy the disclosure requirements of the Carporations Act.
Rather, it incaorporotes all other necessary informatlion by reference to information
contgined in the IPO Prospectus lodged with the ASIC on 12 Seplember 2005.

In referring 1o the PO Prospectus, the Company:

{a] identifies the PO Prospecius gs being relevant fo the offer of Oplions under This
Prospectus and containing information that will provide invesiors and their
professional gdvisers with information to assist them in making an informed
assessment of:
fi} the rights and liabilities attaching to:

{A] the Options; and
{B} the underlying Shares;

fi) the capacity of the Company 1o issue the underlying Shares; and

{Hi) the assets and liabilities, financial position and performance, profits and
tosses and prospects of Medical Therapies;

{b] refers investars and their professional advisers to section 4 of this Prospectus
which summarises the information in the PO Prospectus deemed 1o be
incorporated in this Prospectus;

{c} infarms investors and their professional advisers that they are able to oblain, free
of charge, a copy of the PG Prospectus by contacting the Company ot its
registered office during normal business hours during the Offer Perod; and

{d] advises that the information in the IPC Prospectus will be primarily of interest 1o
investors and thelr professional advisers or analysts.



Timetable and Important Dates

EVENT

Prospectus lodged with the ASIC and ASX/ Optlion holders
informed of Rights Issue

Notice in relation to the Rights Issue dispatched to Shareholders
Shares guoted on an "ex” basis

Record Date for determining entilements under Rights issue
Despaich Prospectus { Opening Dale

Closing Date

Options guoted on o deferred setftlement basis

ASX informed of under subscriptions

Deterred settiement frading ends, holding statements dispaiched
and normal frading commences

DATE

9 March 2006

14 March 2006
15 March 2606
21 March 2606
22 March 2006
5 April 2606
6 April 2606

10 April 2006

13 April 2006

* These dates are indicative only. The Directars may extend the Closing Date by giving ot
leqst 6 Business Days nofice 1o ASX prior to the Closing Dale. As such, the date the

Options are expected to commence trading on ASX may vary.
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2. LETTER EROM DIRECTORS
¢ March 2004

Cear Shareholder

The Board is pleased 1o offer Shareholders the opportunity fo paorlicipate in o one {1) for
three (3} non-rencunceaable rights issue s proposed in the IPO Prospectus.

Al Shareholders registered as at 5.00pm WST on 21 March 2006 will be entilled o
parficipate in g non-rencunceable rights issue of Options on the basis of one {1} Option
for every Three (3] Shares then held. The price payabile on applicalion for each Option is
0.5 cents {half of one cent per Oplion).

Application for official guotation of the Oplions by ASX will be made and frading is
expecited 1o commence on or about 13 Aprit 2006.

The Closing Date for accepiances is 5.00pm WST on & Aprit 2006.
The Board recommends all Shareholders take up their entilement.

The Board would like 1o take this opportunity to thank all Shareholders for your support
since listing and we ook forward 1o your continued support in the future.

Yours faithfully

[l [0

Mr tlewellyn Casbol}
Managing Director and CEQ
On Behalf of the Board
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DETAILS OF THE OFFER
Rights issue

Pursuant to this Prospectus, the Company is making g prosata non-
rencunceable rights issue to Shareholders who are registered on the Record
Date of up to 16.033,091 Options.

the Options will be offered on the basis of one {1] Oplion for every three (3]
Shares held on the Record Date. The maximum number of Options which could
therafore be issued under the Rights Issue 5 16,033,091, Further terms of the
OCptions are set out in section 6.6 of this Prospectus.

in e calculation of any entfilemeni, fractions wilt be rounded down 1o the
nearest whole number.

Entitement

The number of Optlions to which eoch Shareholder is entillied {Endilement] is
shown on the enclosed Entilement and Acceptance Form. Shareholders may
accept thelr Entilement in full or part.

Purpose of the Offer

The purpose of the Offer is to meet the Company’s commitment 1o issue Options
as disclosed in the IPO Prospecius.

the funds raised by the Offer {approximately $80,165) will be applied toward
general working capifal expenses of the Company and o meet estimated
expenses of the Offer of approximately $16,500.

Action Required

i you wish 1o toke up dll or part of your Entilement, complete the enclosed
Entitement and Acceptance Form in accordance with the instructions set out
on the back of the form and lodge it with the appropricte payment no later
than 5.00pm WST on the Closing Daote ot

Compulershare Investor Services Piy Lid
tevel 2

45 St Georges Terrace

Perth WA 6000

Cheques and drafts [drawn on and payable at any Australian bank} should be
made payable o "Medical Therapies Limited — Option Issue” and crossed "Not
Negotiable”. Payment can also be made by money order.

i you do not wish to fake up any of your Entilement, you do not need 1o take
any action and your Enfilement 1o the Options will lapse on the Closing Date.

Closing Date

The Closing Date for the Rights Issue is 5.00pm WST on 5 Apri 2004, The Directors
may extend the Closing Date by giving at least 6 Business Days nolice to the ASX
prior o the Closing Date.  As such, the daie the Options are expected to
commence rading on the ASX may vary with any change in the Closing Date.
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3.12

3.13

Issue of Oplions

the Options will be ssued and option cerfificates dispatched as soon as
practicable ofter the Closing Date.

Na Options will be issued on the basis of this Prospectus later than thineen {13]
months after the date of this Prospectus.

Minimum Subscription

There is no minimum subscription.
Oversubscripiions

Oversubscriptions will not be accepled.
Underwtiting

The Offer is not underwritten.

Shortfall

the Company reserves the right, within three {3] months of the Closing Date, to
issue the Shorfall af the discretion of the Directors.

Please do not compiele g Shortfall Application Form unless direcled to do so by
one of the Directors.

Stock Exchange Quolation

Application for official quotation of the Oplions by ASX will be made by the
Company within seven [7] days of the date of this Prospectus. Application for
official quotation of Shares gliotted and issued as g result of the exercise of
OCptions issued under this Prospectus will be made within seven {7} business days
of exercise.

i the Options are not admitted to Official Quotalion within three {3} maonths aftar
the date of this Prospecius, or such longer period as is permitied by the
Corporations Act, none of the Options offered by this Prospectus will be granted.
in that circumsiance, ol gpplications will be dealf with in accordance wilh
section 724 of the Corporctions Act.

Overseas Shareholders

The Offer constiluted by this Prospectus is made to residents of Australia and
New /ealand only.

Na offer of Opftions will be made 1o persons resident in countries oulside Ausiralia
and New Zedland and this Praspectus and the accompanying Entitlement and
Acceptance Form do not constifute an offer to any person resident in any
country other than Australic and New Zegland.

Enquiries
f you have any questions conceming your enfilement, please contact the

Company's share registry by telephone on {08} 9323 2000, or fax on {08)]
9323 2033, or conlact your professional adviser.
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INFORMATION DEEMED TO BE INCORPORATED IN PROSPECTUS
Shott Form Prospectus

This Prospectus is a short form prospecius issued in gecordance with section 712
of the Corporglions Act. This means thot this Prospectus does not of itself
coniain all the information that is generally required 1o be set out in a document
of this type, however, It incorparates by reference, information confained the
IPO Prospectus that was lodged with the ASIC on 12 Seplember, 2005,

The information 1o be incorporated by reference into this Prospectus is
summarised below in section 4.2 and will primarily be of interest to investors and
thelr professional advisers or analysis.

Investors and ihelr professional advisers are able 1o obtoin a copy of the PO
Prospectus free of charge by contacting the Company at its registered office
during normal business hours during the Offer Period. The IPO Prospectus will also
be available by searching the ASIC's records in relation to Medical Therapies, or
by visiting the Company’'s website at www.medicalthergpies.com.au.

Summuary of information Deemed to be Iincorporated

Set out below is g summary of the information contained in the IPO Prospectus
that is deemed 1o be incorporated in this Prospectus 1o assist investors and thelr
professional advisers 10 determine whether they need fo oblain g copy of the
IPO Prospectys for the purposes of making an informed investment decision in
retation o the Opftions.

The sections referred fo in this section 4.2 are references fo sectfions in the PO
Frospectus.

Section 4 - Company and Technology Overview
Section 4 contains the general information which follows:
fa} ¢ brief history of the Company;

o) detgiled information on the background of the Company's
Technologies;

{c} information in relation to the Company’s principal researchers; and
{d} information in relatfion 1o the development of the Company's producis.
Section § — Directors and Advisory Commitiee

Seclion 5 contains information relating fo each of the directors of the Company
and the Company’s Company Secretary.

Section é — Fatent Attorney’s Report

Seclion é comprisgs of g Patent Altarney's Report prepored by Bloke Dawson
Waldron Patent Services. The Patent Atforney's Report was included in the IPO
Prospectus to assist investars and their financial advisers in making on assessment
of the status of the Company's patent porifolia.



Section 7 - Historical Financial Information

Seclion 7 contains histarical financial information in relation the Company. This
information was included in the IPO Prospectuys o assist investors and their
financial advisers in making an assessment of the financiagl position and
performance of the Company.

Section 7 coniains the unaudited [but reviewed] statement of financial position
and g pro-forma balance sheet as gt 30 June 2005 which reflected the posifion
of the Company on the basis that various fransactions, including the issue of all
the securifies offered under the IPO Prospectus, have been compileled.

Seclion 7 dlso confains a summary of the historical results for the Medical
Thergpies Group for the period beginning 24 Seplember 2003 and ended
30 June 2004 and the vear ended 30 June 2005.

Section 8 — Investigating Accountant’'s Report

Section 8 comprises of a report prepared by PricewalerhouseCoopers Securities
Limited ([PricewaterhouseCoopers] doted 12 September 2005 (Investigating
Accountant's Repotl]. The Invesligoling Accountant’s Report was included in
the PO Prospectus in order to provide an independent review of historical
financial informotion contained in Section 7 of the IPO Prospectus.

Section ¢ - Risk Factors

Seclion 9 notes that an investment in Medical Therapies has risks reasonably
expected of an invesiment in ¢ business of iis type. It details a number of factors
thot may impact on the success and future profitability of Medical Therapies.
the foctors referred 1o are development and commercialisation of Intellectual
property, economic risks, market conditions, additional reguirements for capitdal,
research and devetopment, regulatory issues and government regulation,
intellectual property rights, reliance on key personnel and the need to giiract
qudlified staff, risk of product liability and uninsured risks, 1oss of key clients,
industry risks, manggement of growth and the speculative nalure of the
investment.

Section 10 — Mdaterial Contracts

Seclion 10 provides summaries oullining the detais of all materal contracts
entered into by the Company.

Section 11 - Additional Information

Seclion 11 sets ol additional information required to be disclosed in the
Prospecius including:

fa} interests of Directors, including share qualifications, remunergtion and
holdings;

o) interests of persons named in the PO Prospecius;

{c} detdils of the consents of persons named in the IPO Prospactus;

{d} rights attaching 1o the Shares offered by the IPO Prospectus;

{e] terms and conditions of Optlions offered by this Prospectus;



a statement that the Diectors have formally adopted a corporate
governance policy;

expenses of the offer; and

a statement that the Company is not involved in any legal proceedings,
nor are any proceedings pending or threatened aguainst the Company.



5. FINANCIAL INFORMATION

MEDICAL THERAPIES LIMITED
AND CONTROLLED ENTITIES
ABN 69 111 304 119

CONSOLIDATED BALANCE SHEET
AS AT 31 DECEMBER 2005
UNAUDITED

Economic Entity
Unaudited Pro-forma
3112.2005  31.12.2005

$ $
ASSETS
CURRENT ASSETS
Cash and cash equivalenis 1,763,925 4,827,590
Trade and other receivables 238,755 239,755
Gther current asseis 105,004 105,004
TOTAL CURRENT ASSETS 2,108,684 2,172,349
NON-CURRENT ASSETS
Property, plant and egquipment 28,620 28,820
intangible assets 3,091,000 3,091,000
TOTAL NON-CURRENT ASSETS 3,118,820 3,119,620
TOTAL ASSETS 5 228,304 5,291,969
CURRENT LIABILITIES
Trade and other payables 76,404 76,404
TOTAL CURRENT LIABILITIES 76,404 76,404
TOTAL LIABILITIES 76,404 76,404
NET ASSETS 5,151,900 5,215,565
EQUITY
tssued capital 7.852.416 7.916,081
Retained samings {2,700,516} (2,700,516}
TOTAL EQUITY 5,151,900 5,215,565

The unaudited consolidated balance sheet has been prepared in geccordance with
Australian eguivalents of International Financial Reporting Standards [AIFRS).

The pro-forma consolidated balance sheet has been adjusted for the gross proceeds
from the issue of rights for oplions under this Offer less the estimated costs of the issue.
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6.2

FURTHER INFORMATION
Listing on ASX and Escrow of Securifies

Medical Therapies was admitted 1o the Official List on 6 December 2005 wilh
official guotation of ifs Shares commencing on 9 December 2605,

Pursuant 1o chapter ¢ of the ASX Listing Rules o number of the securitfies issued
pursuant fo the PO Prospecius have been made subject 1o escrow
reqguirements.

Details of these securities subject 1o escrow ond the periods of escrow of those
secutities are as follows:

fa} $5,600 fdly poid ordinary shares is escrowed for a periocd of 24 monihs
from the date of official guotation;

(b} 2,550,000 Options exerciseable ot 20 cenis eagch on or before
31 December 2007, escrowed for g period of 24 months from the date
of official guotation;

{c) 3,500,000 Optlions exerciseable at 20 cenis ecch on or before
31 December 2008, escrowed for a period of 24 months from the date
of official guotation;

{d} 17,142,857 fully paid ordinory shores issued on 5 December 2005,
gscrowed for g period of 12 months from the daote of issue; and

=} 875,000 fully paid ordinary shares issued on 4 November 2005, escrowed
tor a period of 12 months from the date of issue.

The balance of the issued capital of the Company, being 29.986,416 Shares, are
quoted and freely fradeable on ASX.

Activities Since Listing on ASX

Since listing on ASX, the Company has focussed on developing and
implementing a strategy that s cimed at adding volue for shareholders,
including:

We have met with our US FDA consultants and continue fa pursue in
earmest, the eaqrly registration of Copper Indomethacin as a “generic”
equivalent drug in the United States of Amaerica. All indications to date
are that short ferm registration is possible under the FDA's 505{b)2
application process, with fiming sl on frack for the New Drug
Application {(NDA] being submitted very late 2006.

Also, we have commenced qa large scale mouse iricl on a fopical
fcream) theragpy for the treatment of skin cancer. This s g large
"breagkout” study, gimed at determining both the profective and
curatfive effects of both Copper and 7inc indomethacin, olone and in
combingtion with g recognised sunscregn agent. Preliminary resulis will
not be avaitable untll late in the third quarter of 2004, with final resulis
due late In the first quarter of 2007,

the Company is investigating the possibility of conducting a human
clinmcal frial using Copper Indomethacin as o complementary, palliciive

12



6.3

care therapy in the freatment of severe pain in people which is the result
of various cancer therapies.

We are also pursuing the possibility of conducting a human clinical irial
using Copper indomethacin in the freatment of melanoma and other
skin cancers.

The progress of these inveastigations will be announced gs appropriate, in
keeping with ASX Contfinuous Disclosure  obligations ond  the
ASX/AusBiotech Code of Best Praclice for Reporting by Life Science
Companies.

Also, the Company is investigafing varous intellectual property and
carporate goguisitions aimed ot extending the Company’s pipeling of
future products and "buying” cashflow and profit in the short term.

in addition, Mr Malcom Castle has been gppointed g non-executive
director of the Company. My Castle’s background and experience is
described elsewhere in this Prospecius.

Continuous Disclosure and Documents Availabie for Inspection
The Company islisted on ASX and ifs Shares are guoted on ASX.

the Company is g "disciosing eniity” for the purposes of the Corporations Act.
As such, it is subject fo regular reporiing and disclosure obligations, which require
it to disclose to ASX any information of which if is or becomes aware conceming
the Company and which a reagsonable person would expect to have g maoterial
effect on the price or value of securties of the Company.

Copies of documents lodged with the ASIC in relglion fo the Company may be
obtained from or inspecied o, an office of the ASIC. This includes the IPO
Prospectus referred 1o In seclion 4 of this Prospectus.

The Company will provide a copy of all documents used 1o notify ASX of
information relating to the Company under the provisions of the Listing Rules
since official quotation on 6 December 2005, As at the fime of lodging this
Prospecius the only such documents were:

bate

Details

&6 December 2005
&6 December 2005
&6 December 2005
&6 December 2005
&6 December 2005
&6 December 2005
&6 December 2005
&6 December 2005

6 December 2005
6 December 2005
6 December 2005

7 December 2005

12 December 2005
12 December 2005
15 December 2005

Adrmission to Official List

Market Release: Pre-gquotation disclosure

Top 20 helders

Distribution Schedule

Update Proforma Balance Sheet

Updated Statement of Commitments

Executive and Director Options terms and condifions
Employee Incentive Option Plan terms and
condiitions

30 June 2005 Audited Accounts

IP Deed/Directors Options issued/Fscrow Period

ASX Circular - Commencement of  Official
GQuotalion

Constitution

initicl Director’s interest Notice x 4

Change of Director's Interest Notice

Skin Cancer Trial



4.4

8.5

15 December 2005 Appendix tA - ASX Listing Application and

Agreement
16 December 2005 Change of Director's Intergst Notice
31 January 2004 Commitments Test Entity — Second Quuarter Report
23 February 2006 Board Appointment
24 February 2006 First Annual General Meeting
24 February 2006 initial Director's Inferest Notice
27 February 2006 Response to ASX Query re Share Price
&6 March 2006 Natice of Annual General Meelting
% March 2006 Resignation of Chairman

Trading History

Cfficiadd quotation of the Shares commenced on 6 December 2005 and
consequently, the Tading history on ASX as al the date of this Prospectus is
limited to that period.

The highest and lowest recorded market sale prices of the Shares quoted on ASX
during the period from commencement of Official Quotation to the dale of this
Prospectus were 37.5 cenis on the 28 Februory 2006 and 14 cenis on
19 December 2005 respectively.

The tast market sale price of the Shares on ASX on the lost day that frading took
place in these shares prior 1o the date of this Prospecius was 33 cents on 8

March 2006.
The Company has no options over Shares that are currently guoted on ASX.
Capital Structure

The capital sfructure of the Company following complelion of the Offer is
summarised below:

Shares Number
Shares on issue ot dale of this Prospectus 48,099,273
Cptions Number
Options on issue at date of this Prospectus {1} 5,516,665
Options offered pursuant to this Prospecius 16,033,091
Total Options on issue ot completion of the Offer 21,549,754

{11 These oplions include 50,000 options issued to a director, Michae! Taverner.
in gddition 1o the above, the Company also has the following options on issue:

{al 2,450,000 Director Options fincluding 1,750,000 held by Jaomes
Dominguez, who resigned as g dirgctor on 8 March 2004},

o) 3,500,000 Executive Oplions; and

The Company may aiso issue 10,000,000 Milestone Options 1o The University of
Sydney in the event cerfain performance milestones are achieved.

The terms of the options referred 1o above are set out in the PO Prospectus.
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8.7

Terms and Conditions of Options
The material terms and conditions of the Options under this Offer are as follows:
fa} gach Oplion entitles the holder to one Share in the Company,;

(b} the Opfions are exercisable at any fime on or pricr to 5.00pm {Western
Standard Time} on 31 December 2007 by compleling an Optlion
exercise form and delivering i fogether with the payment for the
number of Shares in respect of which the Options are exercised 1o the
registered office of the Company;

{c} the Oplion exercise price is $0.20 per option;

{d} an Option does not confer the right 1o a change in exercise price or a
change in the number of underlying securlies over which the option
can be exercised;

=) subject 1o the Corporations Act and the Company's Constitution, the
Options are freely transferable;

{f] olf Shares issued upon exercise of the Options will rank parf passy in all
respects with the Company's then issued Shares;

o) there are no participating rights or entiflements inherent in the Options
and holders will not be entitled to poriicipate in new issues of capital
offered 1o Shareholders duting the currency of the Options. However,
the Company wil ensure that for the purposes of determining
entitements 1o any such issue, the record date will be af least seven
Business Days after the issue is announced. This will give Option holders
the opporiunity 1o exercise ther Options prior to the date for
determining entitements 1o participate in any such issue; and

{h) if at any time the issued capital of the Company is reconstructed, all
rights of an Optlion helder are to be changed in o manner consistent
with the Corporations Act and the Listing Rules.

Righis Attaching to Shares upon Conversion of Oplions

The rights, ligbilities, privieges and restictions attaching to Shares can be
summarised as follows:

Ceneral meefings

Sharehoclders are entitled to be present in person, or by proxy, glfomey or
representative 1o attend and vole at general meetings of the Company.

Shareholders may requisition meetings in occordance with section 249D of the
Corporations Act and the Constitution of the Company.

Voting rights

Subiject to any righis or restrictions for the lime being atfached 1o any class or
classes of Shares, af general meetings of Shareholders or classes of Shareholders:

fa} each Shareholder eniitted 1o vole may vote in person or by proxy,
atforney or representalive;



o) on a show of hands, every person present who s ¢ Shareholder or o
proxy, attorney of representative of g Shareholder has one vole; and

{c} on a poll, every person present who is a Shareholder or q proxy, atfomey
or representaiive of a Shareholder shall, in raspect of each fully paid
Share held by them, or in respect of which they are appoinied a proxy,
gttorney or representative, have one vole for the Share, but in respect
of partly paid Shares shall have such number of votes as bears the same
proportion o the tolal of such Shares registered in the shareholder’s
name as the amount paid [not credited] bears fo the foltal amounts
paid and payable {excluding amounis credited).

Dividend righfs

Subiject o the righis of persons {if any} entitled to Shares with special rights as to
dividend the Directors may declare g finat dividend out of profits in accordance
with the Carporations Act and may authorise the payment or crediting by the
Company to the shareholders of such g dividend. The Directars may qutharise
the payment or crediting by the Company 1o the shareholders of such interim
dividends as appear to the Directors 1o be justiied by the profils of the
Company. Subject 1o the rights of persons {if any} enfifled to shares with special
rights as fo dividend dll dividends are to be declared and paid according to the
amounts paid or credited as paid on the shares in respect of which the dividend
is paid. Interest may not be paid by the Company in respect of any dividend,
whether final or interim.

Winding-up

if the Company is wound up, the liguidator may, with the aulhority of g special
resolution of the Company, divide among the shareholders in kind the whole or
any part of the property of the Company, and may for that purpose set such
value as he considers foir upon any property 1o be so divided, and may
determine how the division is 1o be caried out as between the shareholders or
different classes of shareholders. The Hquidator may, with the authority of o
specidl resolution of the Company, vest the whole or any part of any such
property in frustess upon such trusts for the benefif of the contribulories as the
liquidator thinks fit, but so thatl no shareholder is compelied fo accept any shares
or other securities in respect of which there is any kability.

Transfer of Shares

Generdlly, shares in the Company are freely fransferable, subject fo formal
requirements, the registration of the franster not resulling in a confravention of or
fallure to observe the provisions of g law of Australia and the fransfer not being in
breach of the Corporations Act or the Listing Rules.

Variafion of rights

Pursuant 1o section 2468 of the Caorporations Act, the Company may, with the
sanction of a special resolution passed at a meeling of shareholders vary or
abrogate the righils attaching o shares.

i at any fime the share capitdl is divided into different classes of shares, the
rights attached 1o any class {unless otherwise provided by the ferms of issue of
the shares of that class}, whether or not the Company is being wound up may
be varied or agbrogoted with the consent in writing of the holders of three-
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quarters of the issued shares of that class, or if quthorised by a specid resolution
passed al g separate meeting of the holders of the shares of that class.

Taxalion

it is The responsibility of all persons to satisfy themselves of the particular taxation
regtment that applies to them by consulting their own professional tax advisers
before investing in the Options. Taxalion consequences will depend on
particular circumstances.  Neither Medical Therapies nor any of {is officers
accept any liabiity or responsibility in respect of the taxation conseguences of
the matters refered 1o above or any other taxation consequences connecied
with an investment in the Optlions in Medical Therapies or dealing with an
entfilement in this Rights Issue.

Overseas Pardicipants

the distribution of this Prospecius in jurisdictions oulside Australia and New
fealond may be restricted by law and persons who come inta possession of this
Prospectus should seek advice and observe any such restrictions. Any failure o
comply with such resirictions may constifute ¢ violation of applicable securities
lcrws.

This Prospectus does not constitute an offer in any ploce in which, or o any
person to whom, it would not be lawiul to make an offer.

Interests of Directors and Experts

A full disclosure of the interests of Directors, experis and promoters of and to the
Company for the period commencing on incorporation of the Company aond ta
the date of issue of the PO Prospectus are set out in section 8 of the PO
Prospectus and olher than gs set ocul bhelow or elsewhere in this Prospecius, that
information and disclasure remains current.

Directors are not required undsr the Company’s Constitulion fo hold any Shares.
As gt the date of this Prospectus, the Directors have relevant inferests in securifies
in the Company as set out in the lable below:

Director Number of Shares Number of oplions
Liewellyn Casbolt 25,000 3,500,000
Dr Michael Tavemer 50,000 400,000
Prof Michael Vitale 70,300 356,000
Maicom Caslle 33,000 -

Joames Dominguez, whao resigned as g director on 8 March 2006, holds 1,750,000
options which were Issued o him on public listing of the company.

Consents

Persons who make statements in this Prospecius or who made statements in the
IPO Prospectus which are being incorporated by reference into this Prospecius

need 1o provide their written consent for such use.

Fach of the porlies referred to in this sectlion 4.6:
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fa} does not make, or purport 1o make, any stalement in this Prospecius
other than those referred to in this section; and

(b} to the moximum extent permitted by low, expressly disclaim and take
no responsibility for any part of this Prospectus other than g reference o
its name and a stalement included in this Prospectus with the consent of
that party as specified in this section.

PricewaternouseCoopers Securities Limited have given thelr wrilten consent to
being named as Investigating Accountant in this Prospectus and 1o the inclusion
by reference in this Prospecius of iis Investigaling Accountant’s Report set out in
section 5 of the PO Prospectus, in the form and context in which the reporf is
included In the PO Prospectus. PricewdaternouseCoopers have not withdrawn
thelr consent prior 1o lodgement of this Prospectus with the ASIC.

Steinepreis Paganin have given thelr written consent fo being named as the
solicitars 1o the Compony in this Prospectus and have not withdrawn their
consent prior 1o the lodgement of this Prospectus with the ASIC.

Blake Dawson Waldron Patent Services have given their written consent 1o being
named as the Company’s patent gltomeys and 1o the inclusion by reference in
this Prospectus of its Patent Report setf aut in Seclion 6 of the IPO Prospecius, in
the form and context in which the report is included in the IPO Prospecius. Blake
Dawson Waldron Patent Services have not withdrawn thelr consent prior o the
lodgement of this Prospectus with the ASIC.

Computlershare Investor Services Ply Lid have given thelr writlen consent 1o
being named the Company’s share registry in this Prospectus and have not
withdrown their consent prior 1o lodgement of this Prospectus with the ASIC.

Legal Proceedings

There is no litigation, arbitration or proceedings pending against or involving the
Company gs ot the date of this Prospectus.

Expenses of the Issue
The total expenses of the issue are estimated 1o be $16,500 comprising legat and

due diigence cosls, printing and other administrative expenses, including ASX
quotlglion fees.



7. AUTHORITY OF DIRECTORS

Fach of the Directors has consented 1o the lodgement of this Prospectus in
accordance with section 720 of the Corporations Act.

Daied the 9t day of March 20046

(b (L0

Llewellyn Casholt
Managing Director and Chief Execulive Officer
For and on behalf of Medical Therapies Limited




DEFINITIONS

Applicant means g person wha submifs an Enfilement and Accepiance Form or
a Shortfall Application Form.

ASIC means Ausiralian Securities and Investments Commission.
ASX means Australian Stock Exchange Limited [ACN 008 624 691).
Board means the board of Directors uniess the context indicates ctharwise.

Business Day means a day other than a Saturday or Sunday on which banks are
open for business in Perth, Western Ausiralia.

CHESS means ASX Clearing House Electronic Subregistry System.
Closing Date means 5.00 p.m. WST on 5 Aprl 2006 (unless exiended], exceapt in
relation to the offer of the Shortfall {if any} which may remain opsn for a periad

of 3 months after this date.

Company or Medical Therapies meons Medical Thergpies Limited (ACN 111 304
119}

Constifution means constitution of the Compaony as af the date of this
Prospectus.

Corporations Act means the Corporations Act 2001 (Cih).
Directors means the directors of the Company from fime o time.
Dollars or S means Australiaon doliars unless otherwise stated.

Entitement and Acceptance Form means the enfiflement and accepiance form
for the Rights issue altached to or accompanying this Prospecius.

Listing Ruies or ASX listing Rules means the official Listing Rules of ASX.

IPO Prospecius means the replacement prospectus lodged by the Company
with the ASIC on 12 Seplember 2005 for the offer of 15,000,000 Shares ot an issue
price of 20 cents each to raise $3,000,000 (oversubscriptions of up to a further

10,000,000 Shares at an issue price of 20 cents each 1o raise a further $2,000,000
were offered).

Offer means the offer of Options pursuant to this Prospectus.

Offer Period means the period commencing on the Opening Date and ending
on the Closing Date.

Official List means the official list of ASX.
Opening Date means 22 March 2006,
Option Holders means those parties holding options to gocguire Shares.

Option means an option for the issue of g Share on the terms set out in section
5.7 of this Prospecius.



Quotdation and Official Quotation means official quotation on ASX.

Record Date means Spm [WST} on 21 March 2006.

Rights issue means the nonrenounceable rights issue of Options to Shareholders
pursuant o this Praspecius.

Share means one fully paid ordinary share in the capital of the Company.
Sharehoider means a holder of Shares.
Shortfall means the Options {if any} not taken up under the Rights Issue.

Shortfall Application Form means the shortiall applicalion form attached to or
accompanying this Prospectus.

WST means Westemn Standard Time, Perth, Western Ausiralia.



GO NOT COMPLETE THIS FORM UNLESS INSTRUCTED TO DO 30 BY THE DIRECTORS
SHORTFALL APPLICATION FORM - MEDICAL THERAPIES LIMITED
ACN 111304 118

The securities to which this application form {Application Form) relates are Options in the capital of Medical Therapies Limited {Company). A prospecius
containing information regarding investment in Options was lodged with the Australian Securifies and investments Commission on § March 2008
{Prospectus). While the Prospectus is current, the Company will send paper copies of the Prospectus, any supplementary documents and the Application
Form, free of charge to any person upon request. You should read the Prospectus before applying for Options. A person who gives another person access
to the Application Form must at the same time and by the same means give the other person access 1o the Prospectus and any supplemeniary document.
The Corporations Act prohibits any person from passing onto ancther person an application form unless it is attached to a hard copy of the Prospacius or it
accompanies the complete and unalfered version of the Prospectus.

PLEASE READ ALL INSTRUCT:ONS ON THE REVERSE OF THIS FORM

Full name (PLEASE PRINT)
Title, Given Name{s) & Surname or Company Name

Joint Applicant #2 or <dssignated account>

Joint Applicant #3 or <designated account>

Postal Address (PLEASE PRINT)

Street Number

Sireet

SuburbfT own Slale Post Code
ABN, Tax File Number of Exemption Apphoant #2 Applicant #3

CHESS HIN or Existing SRN {where applicable}

Number of Options applied for Application fMoney enclosed a1 6.5 cents per Option

IiWe whose full namefs) and address appear above hereby apply for the number of Options shown above (to be affocated fo melus by the Company in
respect of this Application) under the Prospectus on the terms set out in the Prospecius.

Cheque Details:

PLEASE Drawer . Harnk L BSHorBranch | - Amount
ENTER

CHEQUE
DETAILS
THANKY O

Wy/Our contact numbers in the casa of inquiry are:
Telephone{ Y. . ... Faxd 1.
Cheques should be made payable 1o Medical Therapies Limited — Options fssug, crossed "NOT NEGOTIABLE".

Cheques and completed Application Forms should be forwarded, {o arrive no later than 5:00pm on 5 Agril 2006 {or such other dale as is determined by
the Directors) io Computershare Investor Services Ply Limited:




GUIDE TO THE APPLICATION FORM

If an applicant has any questions on how to complete this Application Foem, please telephone
Computershare mvestor Services Py Limited on 1300 557 616,

A Agpplication for Options

The Application Form must only be completed in aceordance with instructions included in Prospectus.

8, Name of Applicant

Write the Applicant's FULL NAME. This must be sither an individual's name or tha name of a company. Please refer to the boffom of this page
for the correct form of registerable fite. Applications using the incorrect form of registerable fitle may be rejected.

C. Kame of Joint Applicants or Account Designation

i JOINT APPLICANTS are applying, up to three joint Applicants may register. | applicable, pleass provide defalls of the Account Dasignation in

brackets. Please refer to the bottom of this page for instructions on the correct form of registerable fitle.

HR Address

Enter the Applicant's postal address for all correspondence.  the postal address s not within Australia, please specify Country affer City/Town.

E Contact Details

Please provide a contact name and dayiime telephone number so that the Company can coniact the Applicant if there is an ireguiarity regarding

the Application Form.

F CHESS HIN or existing SRN Details

The Company participaies in CHESS. 1f the Applicant is already a participant in this systam, the Applicant may complate this section with their
existing CHESS HiN. If the applicant is an existing shareholder with an |ssuer Sponsored account, the SRN for this existing account may be
used. Otherwise leave the section biank and the Applicant will receive a new Issuer Sponsorad account and statement.

G. Cheque Details

Make cheques pavable to "Medical Therapies Limited - Option issue” in Austrafian currency and cross them “Not Negotisble®™, Cheques
must be drawn on an Australian Bank. The amount of the cheque should agree with the amount shown on the Application Form.

H. Deciaration

This Application Form does not need 1o be signed. By lodging this Application Form and a cheque for the application money this Applicant

hereby:

{17 applies for the number of Options specified in the Application Form or such lesser number as may be sflocated by the Directors;

agrees to be bound by the constitution of the Company;

2}
(31 authorises the directors of the Company fo complete or amend this Application Form where necessary 16 correct any errors or omissions;
4] acknowledges that hefshe has received a copy of the Prospectus attached to this Application Farm or a copy of the Application Form

before applying for the Options; and

{5)  acknowledges that hefshe will not provide another person wilh this Application Form unless it is attached fo or accompanied by the

Frospectus.

CORRECY FORMS OF REGISTRABLE TITLE
Mote that ONLY legal entilies are allowed o hold securities. Application Forms must be in the name(s) of a natizal person(s), companies or cther legal entifies
acceptable to the Company. At least one full given name and the siname is required for each natural person. Application Forms cannot be completed by persons
under 18 years of age. Exampies of the correct form of regisirable fitle are set cuf below.

Type of Investor Correct Form of Registration Incorrect Form of Registration |
Individual  Use given names in full, not inifiafs e Johin Alired Smith "éé%?mit’h _&\3\21
Company  Use the company's full fitle, not abbreviations ABC Ply Lid ABE P or ABC Co
Joint Holdings Mr Peter Robert Willams & L
Use full and complete names Ms Louise Susan Williams
Trusis Adrs Susan Jane Smith
Use the fustesls) personal nameis). <Sue Smith Family AIC>
Deceased Estates Ms  Jane  Mary  Smith &
Use the exsoutors) parsonal namets). fdr Frank Wiliam Smith
<Est John Smith AIC>
Minor {a person under the age of 18) Ar John Alfred Smith
Use the name of a responsible adult with an appropriate designation. <Pater Smith A/C>
Parinerships Me Johm  Robert  Smith &
Use the partners personal names. r tlichaed John Smith
<John Emith and Son AIC>
Long Names. Wr John William Alexander Wir John B A Robertson-Smit
Roberison-Smith

ClubsiUnincorporated Bodies/Business Names
Use office baarer{s) personal name{s).

tr Wichae! Peter Smith
<ABC Tennis Association AIC>

nnig Associafion

ABG

Superannuation Funds
Use tha name of the trustes of the fund.

Jane Smith Py Lid
<Super Fund AJC>

ﬁﬁ?e Smith Pty Lid Superannuati
Fund




