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MEDICAL THERAPIES LIMITED
ACN 111304119
NOTICE OF ANNUAL GENERAL MEETING

TIME: 10.00am [EST)
DATE: Wednesday, 29 November 2006
PLACE: Museum of Sydney, AGL Theatlre

Corner of Phillio and Bridge Streets
Sydney NSW 2000

This Nofice of Annual General Meefing should be read in iis enfirely. If Shareholders
are in doubi as fo how they should vole, they should seek advice from their
professional advisers prior fo voling.

Should you wish fo discuss the mallers in this Nolice of Meeling please do nof hesitate
to confact the Company Secretary on (02) 988% 1222,
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TiME AND PLACE OF MEETING AND EOW TO VOTE

VENUE

The Annual General Meeling of the Shareholders of Medical Therapies Limited to which
this Notice of Meeting relates will be held on Wednesday 29 November at 10.00am [EST):

rMuseum of Sydney, AGL Theatre
Corner of Phillip and Bridge Streets
Sydney NSW 2000

YOUR VOTE IS IMPORTANT

The business of the Annual General Meeting may impact the Company and your vote is
imporiant,

A Proxy Form accompanies this Notice of Meeting.

VOTING IN PERSON

To vote in person, atiend the Annual General Meeting on the dale and ot the place set
out above.

VOTING BY PROXY

To vote by proxy, please complete and sign the Proxy Form enclosed:

{a} send the Proxy Form by post to Computershare Investor Services, GPO BOX D182,
Perthh WA 6840, A reply pald envelope is enclosed: or

{b} send the Proxy Form by facsimile to Computershare Investor Services on facsimile
number 08 9323 2033,

so that it is received not laler than 10.00am EST on Monday, 27 November 2006.

Proxy forms received later than this fime wiill be invalid.



LETTER FROM THE CHAIRMAN

Dear Shoreholder

Thank you for your continued support of Medical Therapies Limited {Company} during the
year.

| am pleased 1o invite you o the 2006 Annual Generdl Meeting of the Company. The meeting
will be held at the Museum of Sydney, cnr Philip and Bridge Streets, Sydney on Wednesday,
29 November 2006, commencing af 10.00am.

| have diso enclosed with this Notice of Annual General Meeting 2006 the Annudl Report of
Medical Therapies Limited for the year ended 30 June 2006, ond your persondlised proxy
form.

The following pages contain details of the seven Hems of business that you have the
opporiunity fo vote on at the meeting.

You will be asked 1o adopt MTY's Remuneration Report as required by the Corporations Act.
The Company's Remuneration Report is set out on pages 19 fo 24 of the 2004 Annual Report.

Resolutions 2 1o 5 ask you fo vote in relation fo the granting of Director Optlions o our two
current Non-Executive Directors, Malcom Castle and Michael Tavemer, our CEO and
Managing Director, Hewellyn Casbolt and myself. Fach Director will not parficipate in the
vote for granting of thelr respective Director Options.

Resolution 6 asks you to vole on the issue of options o Fresh Capital Pty Limited as part of
their fee arongement in relation fo g placement conducted by the Company earlier this
year.

Finally, Resolution 7 asks you to vote on the adoption of the Non-Executive Director Share
Plan as Is required by ASX Listing Rule 10.14. Directors will not participate in the vote in relation

to this resolution.

Your Directors beleve these resolutions to be in the best interests of the Company and its
shareholders and encourage you fo vote in favour of alf of them.

| look forward fo seeing you ot the AGM on 29 November. If vou are unable to attend please
ensure that you fill out and return your proxy form, which is enclosed with this notice.

Yours sincerely,

Tow dntal & \evede

Michael Vitale
Chairman



NOTICE OF GENERAL MEEYING

Notice s given that the Annual General Meeling of Shareholders of Medical Therapies
Limited will be held al Museum of Sydney, AGL Theatlre, Corner of Philip and Bridge
Streets, Sydney at 10.00am EST on Wednesday, 29 November 2006.

The Explanatory Statement 1o this Notice of Meeting provides additional information on
matters o be considered at the Annual General Meeting. The Explanatory Statement
and the proxy form are part of this Notice of Meeting.

The Direclors have determined pursuant to Regulation 7.11.37 of the Corporations
Regulations 2001 {Cih] that the persons eligible fo vote al the Annual General Megting
are those who are registered Shareholders of the Company on Monday, 27 November
2006 at 7.00pm {EST).

Terms and abbreviations used in this Nolice of Meeting and Explanatory Statement are
defined in the Glossary.

AGENDA

Reports and Accounts

To receive and consider the financial statements of the Company for the vear ended
30 June 2006 together with the declaration of the directors, the directors’ report, the
remuneration report and the auditor’s report.

The Company’s financial statements and the directors’ report are not matters put to
shareholders as a resolution.  However, shareholders will be afforded a reasonable
opportunity to ask guestions about these documents at the Annual General Meeting.

RESCLUTION 1 - REMUNERATION REPORT

To consider and i thought §if, fo pass, with or without amendment, the following
resolution as a non-binding resolution:

“That for the purposes of Section 250R{2] of the Corporations Act, the
Company adopt the Remuneration Report for the financial year
ended 30 June 2006."

Short Explanation: Section 250R(2} of the Corporatfions Act requires that a resclution fo adopt
the Remuneration Report be put fo the vote of the Company at the Annual General Meeting.
However, Shareholders should note that the vole on Resolution | is advisory only and is not
binding an the Company or its Direciors.

RESCLUTION 2 — GRANT OF DIRECTOR OPTIONS TO MR LLEWELLYN CASBOLY

To consider and, if thought fit, 1o pass, with or without amendment, the following
resolution as an ordinary resolufion:

“That, for the purposes of Section 208 of the Corporations Act, ASX
Listing Rule 10.11 and for aff other purposes, approval is given for the
Directors fo grant 3,500,000 Director Options fo Mr Llewellyn Casbolt [or
his nominee] on the terms and conditions in the Explanatory Statement.”

Short Explanation: The ASX Lsting Rules require the Company o seek shareholder approval
pricr to the issue of securities 1o a related party. Under the Corporations Act, the provisicn of
any financial benefit (which includes the grant of options|, requires sharehoider approval
pursuant fo the related party provisions {(Part 2E]. Mr Casbolt is o related party of the
Company by virtue of the fact that he is a director.



Vaoting Exclusion: The Company will disregard any votes cast on this Resolution by mMr Casbolt
and any associate of Mr Casbol.

RESCLUTION 3 —~ GRANT OF DIRECTOR OPTIONS TO PROF MICHAEL VITALE

To consider and, if thought fit, 1o pass, with or without amendment, the following
resolution as an ordinary resolufion:

“That. for the purposes of Section 208 of the Corporations Act, ASX
Listing Rute 1011 and for ot other purposes, approval s given for the
Directors to grant 750,000 Director Opfions fo Professor Michael Vitale {or
his nominee] on the terms and conditions in the Explanatory Statement.”

Short Explanation: The ASX Lsting Rules require the Company o seek shareholder approval
prior to the issue of securities o a related party. Under the Corporations Act, the provisien of
any financial benefit {which includes the grant of options|, requires sharehoider approval
pursuant to the related parly provisions {Part 2k} Prof Vildle is a relafed party of the Company
by virtue of the fact that he is a director.

Vaoting Exclusion: The Company will disregord any voles cast on this Resolution by Prof Vitale
and any associate of Prof Vitale.

RESCLUTION 4 — GRANT OF DIRECTOR OPTIONS TO DR MICHAEL TAVERNER

To consider and, if thought fit, 1o pass, with or without amendment, the following
resolution as an ordinary resolufion:

“That. for the purposes of Section 208 of the Corporations Act, ASX
Listing Rule 10.11 and for ot other purposes, approval is given for the
Directors to grant 600,000 Director Options fo Dr Michael Taverner {or his
nomines} on the ferms and condifions in the Explanatory Statement.”

Short Explanation: The ASX Lsting Rules require the Company o seek shareholder approval
pricr to the ssue of securities to o related party. Under the Corpeorations Act, the provision of
any financial benefit (which includes the grant of options|, requires sharehoider approval
pursuant fo the related party provisions {Paort 28, Dr Tavemner is o relofed party of the
Company by virtue of the fact that he is a director.

Vaoting Exclusion: The Company will disregard any voles cast on this Resclution by Dr favemer
and any associate of Dr Tovemer.

RESOLUTION 5 — GRANT OF DIRECTOR OPTIONS TO MR MALCOM CASTLE

To consider and, if thought fit, 1o pass, with or without amendment, the following
resolution as an ordinary resolufion:

“That, for the purposes of Secfion 208 of the Corporations Act, ASX
Listing Rule 10.11 and for aff other purposes, approval s given for the
Directors to grant 600,000 Director Options fo Mr Malcom Castie [or his
nominees] on the ferms and condifions in the Explanatory Statement.”

Short Explanation: The ASX Lsting Rules require the Company o seek shareholder approval
pricr fo the issue of securities fo o related party. Under the Corperations Act, the provision of
any financial benefit {which includes the grant of options|, requires sharehoider approval
pursuant fo the related paorty provisions (Port 2E]. Mr Castle is a related party of the Company
by virtue of the fact that he is a director.

Voting Exclusion: The Company will disregard any votes cast an this Resclution by Mr Castle
and any associate of Mr Costlle.



RESCLUTION &6 — ISSUE OF CONSIDERAYION OPFTIONS TO FRESH CAPITAL PTY LTD

To consider and ¥ thought §if, fo pass, with or without amendment, the following
resolution as an ordinary resolufion:

“Thal, for the purposes of Listing Rule 7.1 of the ASX Lisfing Rules and
for alt other purposes, approval is given for the Company fo aliot and
issue 500,000 Consideration Options fo Fresh Capital Pty Ud on the
terms and condifions set out in the Explanclory Statement
accompanying this Nofice.”

Voting Exclusion: The Company will disregard any votes cast on this resoiution by Fresh Capital
Pty Ltd and any person who might oblain o bensfil, except a benefit solely in the capacity of
a security holder, if the resolution is passed, and any associate of those persons.

RESCLUTION 7 — ADOPTION OF NON-EXECUTIVE DIRECTOR SHARE PLAN

To consider and, if thought fit, 1o pass, with or without amendment, the following
resolution as an ordinary resclufion:

“That, for the purposes of Listing Rules 7.2 (Exception 9] and 10.14 of
the ASX Listing Rules and for ol other purposes, approval is given for
the Company o adopt the “Medical Therapies Limited Non-
Executlive Direcfor Share Plan” (Plan} and to alfot and issue fully paid
ordinary shares in the capital of the Company pursuant to the Plan
on the ferms and conditions set ouf in the Explanatory Statement
accompanying this Nofice of Meeting.”

Voting Exclusion: The Company will disregord any voles cast on this resolution a director
{except a directer who s inegligible to paricipate under any employee incentive scheme
adopted by the Company], and any of their assaciates.

DATED: 10 October 2006

BY ORDER OF THE BOARD

[, (G0

LLEWELLYN CASBOLT
MANAGING DIRECTOR

Voling Exciusion Note:

Where a voling exclusion applies, the Company need not distegard a vote if it s cast by
G person as a proxy for a person who is entifled to vole in accordance with the directions
on the proxy form or it is cast by the person chairing the meeling as proxy for a person
who is enfitled to vole, in accordance with o direction on the proxy form to vole as the
proxy decides.



EXPLANATORY STATEMENT

This Explanatory Statement has been prepared for the information of the Shareholders of
the Company in connection with the business to be conducted al the Annual General
Meeling to be held ol Museum of Sydney, AGL Theatre, Comer of Phillip and Bridge
Streets, Sydney at 10.00am EST on Wednesday 29 November 2006.

The purpose of this Explanatory Statement & to provide information which the Directors
believe to be material 1o Shareholders in deciding whether of not to pass the Resolutions
in the Notice of Meeting.

1.

RESOLUTION 1 - REMUNERAYION REPORT

The Remuneration Repaort is set out in the Director’s Report starting on page 12 of
the Company’s 2006 Annual Reporf. It 5 also available on the Company’s
website at www.medicaltherapies.com.au.

The Remuneration Report sets out the Company's remuneration arrangements
for the Directors and senior management of the Company.

Section 250R{2} of the Corporations Act requires that a resolution o adopt the
Remuneration Report be putl to the vote of the Company at the Annual General
Meeling. However, Shareholders should note that the vote on Resolution 1 0s
advisory only and is not binding on the Company or its Directors.

A regsonable opportunity will be provided for discussion of the Remuneration
Report at the Annual General Meeting.

2.1

RESOLUTIONS 2 TO 5 — GRANT OF DIRECTOR OPTIONS TO DIRECTORS
Background
the Company is seeking shareholder approval 1o grant Director Oplions to each

of Mr Casbolt, Prof Vitale, Dr Taverner and Mr Castle {together, the Related
Farties} in the following amounts:

Director Number of Director
Options

Mr Casbolt 3,500,000

Professor Vitaile 750,000

Dr Taverner 600,000

Mr Castie 600,000

Approval is being sought to grant the Director Options to the Related Parties to
secure the ongoing commitment of the Directors to the continued growth of the
Company.

the above approvals are sought for the purposes of:

fo} Chapter 2t of the Corporations Act 2001, which governs the giving of
financial benefits to directors and other “related parties” of a company;
and



2.2

(b} ASX Listing Rule 10.11 which provides that, subject to certain exceptions,
a company listed on ASX cannot issue or grant securifies to a director
without shareholder approval.

the Board considers that, in view of the financial, legal and other responsibilities
assumed by directors of public companies, the payment of monetary fees alone
s not an adequale reward and does not provide an adequate incentive 1o
snable the Company fo attract and keep board members and executive
directors of the requisite level of experience and qualificalions. The Board
considers thatl equity participation by way of the grant of Director Options to
members of the Board is appropriate for these purposes.

In determining the number of Director Options to be granted to each Director,
consideration was given 1o the relevant experience and role of each of the
Related Paorlies, thelr respective overall remuneration terms, the current market
price of Shares and the terms of oplion packages granted to directors of other
comparies within the industry.

Chapter 2 of the Corporations Act

Chapter 2F of the Corporations Act regulates the provision of financial benefils
to related parties by o public company. Section 208 of the Corporalions Act
prohibits a public company giving a financial benefit to a relaled party unless
one of a number of exceptions applhes.

A Mfinoncial benefit” is defined in the Corporalions Act in broad ferms and
includes a public company issuing securities.

For the purposes of this meeling, a "“related party” includes a director of the
Company. Accordingly, the proposed grant of Director Options to the Related
Parties involves the provision of a financial benefit 1o a related parly of the
Company.

Where no exception is applicable {as s the case in these circumstances),
Section 208 of the Corporations Act provides that for a public company fo give
a financial benefit to a related party of that company, the public company
rrust:

{al obtain the approval of members in the way set out in Seclions 217 fo
227 of the Corporations Act; and

(o} give the benefit within 15 months after the approval s obtained.

In accordance with the reguirements of Sechions 217 10 227 of the Corporations
Act, the following information is provided o allow Shareholders 1o assess the
proposed grant of the Director Options to the Related Parties:

{al the related parlies to whom the financial benetits will be given are Mr
Casbolt, Prof Vitale, Dr Tavemer and Mr Castle;

(o} the maximum number of Director Oplions [being the nature of the
financial benefit being provided) 1o be granted to the Related Parties i
5,450,000 Director Options, which comprises 3,500,000 Director Options
to Mr Casbholt, 756,000 Director Options 1o Prof Vitale, 600,000 Director
Opftions fo Dr Taverner and 600,000 Director Options to Mr Castle;

{c} the Director Opftions will be granted for no consideration and otherwise
on the terms and conditions set out in Section 2.3 below;



as at the date of Ihis Notice, the current annual remuneration payable
and the remuneration paid for the previous financial year {inclusive of
superannuation where applicable} for each of the Related Parties is set
out below:

Person Current Remuneration Remuneration for
{excluding oplions} Previous Financial Year
(excluding options)
Mr Casbolt $327.000% $280,000
Prof Vitale $76,300 $36,787
Dr Taverner $65,400 $32,700
Mr Castie $45,400 $11,445

* The Board has agreed 10 g new service agreement with Mr Casbolt
whereby he wil be paid s amount In solary and statutory
superannuation. In addition, Mr Casbolt may alse be entifled fo
bonuses agaregating $100,000 In fotal in the event certain performance
criteria are met.

as at the date of this Notice, the Related Parties have notifiable interssis
in the securities of the Company as set out below:

Person Shares Listed Options! Unlisied Oplions?
Mr Casbolt 35,000 8,333 3,500,000
Prof Vitale 103,733 - 350,000
Dr Taverner 161,666 - 400,000
Mr Castle 43,000 9,999

Notes:

1. Exercisable at $0.20 each on or before 31 December 2007.

2. txercisable ot $0.20 each on or before 31 December 2008 for Mr
Casbolf and on or before 31 December 2007 for Prof Vitale and Dr
Taoverner.

other than s set oul above, the Related Parliss receive no other
emoluments from the Company;

if Shareholders approve the grant of the Director Options o the Related
Parfies and aill of their Director Optlions are exercised, the effect will be
fo dilute the shareholding of existing Shareholders by approximately
9.8% {based on the number of Shares currently on issue of 55,646,148
Shares and assuming no other options are exercised);

the market price for Shares during the term of the Direclor Options
would normally determine whether or not the Director Oplions are
exercised. if, at the lime any of the Director Options are exercised, the
Shares are trading on ASX at a price that is higher than the exercise
price of the Director Opflions, there may be a perceived cost to the
Company. In the 12 months before the date of this Notice, the highest,
lowest and last frading price of Shares on ASX are as set out below:



2.3

Highest 49 cents on 28 March 2006

Lowest 14 cents on 19 December 2005

Last 27 cents on é October 2006

the ASIC in reviewing documenis lodged under Section 218 of the
Corporations Act relafing to the giving of financial benefits o related
parties of public companies reqguires explanatory information regarding
the value of the optlions proposed to be granied. The value of the
Director Options and the pricing methodology s set out in Seclion 2.4
below; and

Mr Casbolt, Prof Vitale, Dr Tavemer and Mr Castle decline to make a
recommendation o Shareholders in relation to he Resolution which
refates o the issue of Director Options o them respectively due o their
material personal Interest in the outcome of the relevant Resolutions.
Otherwise, the independent Directors {with respect to Resolutions that
they do not have a malerial personal interest in} recommend that
Shareholders vote In favour of Resolutions 2 1o 5 as they are of the view
that the issue of Director Options fo the Related Parties is an appropriale
form of remuneration to provide them with an incenlive o maximise
returns to Shareholders. The Directors are not aware of any other
information that would be reasonably required by Shareholders to allow
them to make o decsion whether it 1§ in the best interests of the
Company 1o pass the Resolutions.

Terms of Director Opfions

Fach Director Option will entifle the holder fo subscribe for one Share in the
Company on the following terms:

(@)

(o)

the Director Options may be exercisable at any time prior 1o thelr expiry
date as sel out in Schedule 1 of this Ixplanatory Statement [Expiry
Date}. Further, some of the Direclor Options will have various vesting
conditions attaching to them, prior 1o the achievement of which they
may not be exercised by the holder. I the vesting conditions are not
satisfied of the Director Options are not exercised on of before the Expiry
Date, they will automalically lapse;

the exercise price of the Director Options is as set out in Schedule 1 of
this bxplanatory Statement;

the Director Options may be exercised wholly or in part by completing
an application form for Shares [Notice of Exercise] delivered to the
Company’s share registry and received by it any fime prior to the Expiry
Date;

upon the exercise of a Direclor Option and receipt of all relevant
documents and payment, the holder will be allotted and issued a Share
ranking pari passuy with the then issued Shares. The Company will apply
o ASX to have the Shares granied Official Quotation. The Director
Options will not be listed on ASX;

a summary of the terms and conditions of the Director Options,
including the Nolice of Exercise, will be sent to all holders of Director
Opftions when the initial holding statement is sent;
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(k]

there will be no participating enfilement inherent in the Director Options
to participate in the new issues of capital which may be offered to
Shareholders dufing the currency of the Direclor Options. Prior fo any
hew pro rata issue of securities 1o Shareholders, the holder of Birector
Options will be nolified by the Company in accordance with the
requirements of the ASX Listing Rules;

in the event the Company proceeds wih a pro rata issue [except o
bonus issue) of securities 1o the holders of Shares after the date of issue
of the Director Options, the exercise price of the Director Options will be
adjusted in accordance with the formulka set out in ASX Listing Rule
6.22.2;

in the event of any reconstruchion {including consolidation, sub-division,
raduction or return} of the issued capital of the Company prior to the
expiry date, all rights of a Director Option holder are 1o be changed in a
marmer consistent with the ASX Listing Rules;

in the event of ¢ bonus issue 1o holders of Shares, the number of Shares
into which the Directors Options will convert will be increased by the
number of Shares which the holder of the Directors Options would have
received i the Directors Oplions had been exercised before the record
date for the bonus issue;

if the holder is terminated or resigns as a director or employee of the
Company, then any Drector Opftions that have not vested as ot that
date will immediately lapse. In thase circumsiances, all Director Oplions
that have vested will be retained by the holder: and

Shares issued pursuant o the exercise of a Director Oplion will be issued
not more than 14 days affer the date of the Notice of Exercise.

Valugaiion of Director Options

the Director Options have been valued by infernal management using a
Binomial pricing model and based upon the ollowing assumptions:

(al

the valuation date for the Director Options is 3 October 2006, although
the Director Options will not be granted unill the Shareholders have
approved the grant of the Director Options:

the market price of a fully paid Share as quoted on ASX as at 3 Oclober
2006 was 20.5 cents;

the exercise price of the Director Options have the fixed exercise prices
set out in Schedule 1 of the Explanatory Statement;

the Director Optlions have the expiry dates set out in Schedule 1 o this
Explanatory Statement:

a risk free rate of 5.8% for the Director Oplions with a 3 yeor expiry dole
and 5.74% for the Director Options with a 5 year expiry date {being the
estimated rates for 3 year and 5 vear bonds as published by the Reserve
Bank of Australial;

a volatility rate of 0% has been applied (being the mid point volatility of
20 sampled similar biotechnology companies traded on ASX);
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fe} the Director Options will not be isted on ASX; and

(h} the valuation ranges noted below are not necessarily the market price
that he Director Optlions could be traded at and it s not automatically
the market prices for taxation purposes.

Based on the above assumptions, the technical ranges of values of each
Director Option to be granted to the Related Parties are as follows:

Tranche 1 franche 2 Tranche 3 Tranche 4 franches 5
to 7
Value 6.6 cents 6.6 cents 6.5 cents 4.9 cents 7.4 cents

Accordingly, the tolal value of the Director Options 1o be granted to the Related
Parties is as follows:

Person Value of Director
Opiions

Mr Casbolt $213,000

Prof Vitale $55,500

Dr Tavemer $44,.400

mr Castle $44.400

ASX Listing Rule 10.11

ASX Listing Rule 10.11 reguires a listed company to obtain shareholder approval
by ordinary resolution prior o the Tssue of securifies [including an optlion} to o
related party. Mr Casbholl, Prof Vitale, Dr Taverner and Mr Castle are considered
to be related parties of he Company by virlue of the fact that they are directiors
of the Company.

Approval pursuant to Listing Rule 7.1 18 not required in order to grant the Director
Options 1o the Related Parlies as approval s being obfained under ASX Listing
Rule 10.11. The grant of the Direclor Options will not be included In the 15%
calculation for the purposes of ASX Listing Rule 7.1.

ASX Listing Rule 16.13 sets out a number of matters which must be included in a
notice of meeling proposing an approval under ASX Listing Rule 10.11. The
following information s provided to Shareholders for the purposes of Listing Rule
10.13:

fo} the maximum number of Director Oplions fo be ssued is 5,450,000 as
follows:

) 3,500,000 Director Options o Mr Casbolt;
(i} 750,000 Director Options to Prof Vilale;

{[} 600,000 Director Options to Dr Taverner; and



fiv} 600,000 Director Options to Mr Castle;

(b} the Director Oplions will be issued no later than one [1] month from the
date of approval of the Resolutions {or such later date as approved by
ASX] and it is anticipaied that the Options will be issued on one dale;

(c} the terms and condifions of the Director Options are set out in Section
2.3 above;
{d) the Shares issued upon exercise of the Director Options will rank equally

in all respects with the Company’s existing issued Shares; and

(&) the Director Oplions are being granted to Mr Casbolt, Prof Vitale, Dr
Taverner and Mr Castle for the reasons set out in Section 2.1 of this
Explanatory Statement.

3.1

3.2

RESOLUTION & - ISSUE OF CONSIDERATION OPTIONS YO FRESH CAPITAL PTY LTD
Background

As part of thelr fee arrangements with Fresh Capital Pty Lid (Fresh Capital} in
relation o o placement made by the Company earlier this year {(Placement],
the Company agreed o issue 500,000 Consideration Options to Fresh Capital on
the terms set out in Section 3.2 below.

the Company Ts seeking Shareholder approval for the proposed issue of 500,000
Consideralion Options 5o that this number of securilies is not included in the 15%
calculation set out In Listing Rule 7.1,

Terms of Consideration Oplions

The material terms and conditions of the Consideration Options are as follows:

fe} eqach Consideration Option entitles the holder to subscribe for one {1}
Share;
(b} the Consideration Optlions are exercisable ab any lime on of prior to

5.00pm {EST) on 31 December 2009 (Expiry Dale} by completing an
option exercise form and delivering it together with the payment for the
number of Shares In respect of which the Consideralion Oplions are
exercised to the registered office of the Company on or before the

Expiry Date;
(c} the exercise price of each Consideration Option is $0.45;
{d) a Consideration Option does nol conter the right to ¢ change In

exercise price of a change in the number of underlying securifies over
which the Consideration Option can be exercised;

{e) the Consideration Options are not transferable;

{fi all Shares issued upon exercise of the Consideralion Options will rank
part passu in all respects with the Company’s then issued Shares;

(g} the Company will apply for quotation of oll Shares issued upon exercise
of the Consideration Options on ASX. The Consideration Options will not
be quoted on ASX;



3.3

(h} there are no parficipaling righis or enfilements inherent in the options
and holders will not be entitled to parficipate in new issues of capitdl
offered o Shareholders during the currency of the Consideration
Options. However, the Company will ensure that for the purposes of
determining entilements to any such issue, the record date will be af
least 6 Business Days after the sue s announced.  This will give
Consideration Opfion holders the opportunity o exercise  their
Consideration Options prior 1o the date for defermining entitlements fo
participate In any such ssue;

{1} in the event the Company proceeds wih a pro rata issue [except o
bonus issuel of securities 1o the holders of Shares after the date of issue
of the Consideration Optlions, the exercise price of the Consideration
Options will be adjusted in accordance with the formuia set out in ASX
Listing Rule 6.22.2;

{i in the event of a bonus issue fo holders of Shares, the number of Shares
info which the Consideration Options will convert will be increased by
the number of Shares which the holder of the Consideration Options
would have received if the Consideration Options had been exercised
before the record daile for the bonus issue; and

{k} if at any time the issued capital of the Company is reconstructed, all
rights of a Consideration Option holder are to be changed in a manner
consistent with the Corporaiions Act and the Listing Rules.

Listing Rule 7.1

Listing Rule 7.1 provides that a company must not, subject to certain exceptions,
issue during any 12 monith period, any equily securilias or other securities with
rights of conversion to equity {such as an option] if the number of those securities
axceeds 15% of the number of fully paid ordinary securities on issue 12 months
hefore the date of issue:

{aj pius the number of fully paid ordinary securities ksued in the 12 months
under an exception in ASX Listing Rule 7.2;

(o} plus he number of partly paid ordinary securifies thal became fully paid
in the 12 months;

{c} plus the number of fully paid ordinary securities issued in the 12 months
with approval of holders of ordinary securities under ASX Listing Rule 7.1;
and

{d] less the number of fully paid ordinary securities cancelled in the 12
monihs.

One circumstance where an issue is not taken into account in the calculation of
this 15% threshold is where the issug has the prior approval of shareholders in
general meeting.

Listing Rule 7.3 requires that the following information be provided 1o
Shareholders:

{al the maximum number of securities o be issued is 500,000 Consideration
Options;



(e} the 500,000 Consideration Opfions wil be issued for no cash
consideralion;

{fi the Consideration Options will be issued 1o Frash Capital, Fresh Capital is
not a related party of the Company;

(g} the Consideralion Options will be issued no later than 3 months after the
date of this Meeling [or later 1o the exient permilted by any ASX waiver
of the Listing Rules} and 1t is anficipated that allotment will occur on one
daie;

{h} the Consideration Options will be issued on the terms set out in
paragraph 3.2 of this Explanatory Statement above; and

{i} no funds will be raised from the Issue of the 500,000 Consideration
Options as they are being issued in part consideration for Fresh Capifal
Pty Lid managing the Placement.

RESOLUTION 7 - ADOPYION OF NON-EXECUTIVE DIRECTOR SHARE PLAN

Resolution 7 seeks the approval of sharehoiders for adopiion of the “"Medical
Therapies Limited Non-Executive Director Share Plan” {Plan} and the issue of
Shares under the Plan,

Resolution 7 &8 placed before Shareholders in aecordance with Exception ¢ of
Listing Rule 7.2 and Listing Rule 10.14. I Resolution 7 s passed, the Company will
be able fo issue Shares under the Plan over a period of 3 yvears without
impacting on the Company's ability to ssue up to 15% of its ftotal ordinary
securities without shareholder approval in any 12 monih period.

Pursuant to ASX Listing Rules 10.14, a director or an associate of a director is not
permitted to acquire securities under an employee incentive scheme without
the prior approval of Shareholders.,

Shareholders should note that no Shares have previously been issued under this
Plan and the objective of the Plan is to attract, motivate and refain non-
axecutive directors.

It s considered by the Directors that the adoption of the Plan and the future
issue of Shares under e Plan will provide selected non-execulive direciors with
the opportfunity fo participate in the future growth of the Company.

The following technical informalion s provided pursuant 1o ASX Listing Rule
10.15A:

{al the parties to whom securities may be issued under the Scheme are:
i} Michael Vitale;
{if} Michael Taverner, and
{[} Matcom Castle;
all of whom are direciors of the Company;
(o} the maoxdmum number of securtties 1o be issued under the Plan will be
4,000,0000 Shares [in aggregate) and the maxdmum number o be

ssued to any director s equal to the aggregate of his or her
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(h}

remuneration divided by the volume weighted average price of the
Shares as traded on ASX over the 20 frading days prior to the end of
each calendar quarter:

the Shares will be issued for no cash consideration as payment in lieu of
receipt of directors’ fees;

no persons have previously received securities under the Plan;

no loan arrangement has been or will be entered into in relation 1o the
issue of securities under the Plan;

details of any securities issued under the Plan will be published in each
annual report of the Company relating 1o a period In which securities
have been issued and thal approval for the issue of securifies was
obtained under ASX Listing Rule 10.14;

any additional persons who become entitled to parficipate in the Plan
after this resclution is approved and who were not named in this Notice
of Meeting will not participate untll approval s obtained under ASX
Listing Rule 10.14; and

the Shares 1o be issuaed under the Plan will be ssued no later than 3
years affer the date of this Meeting.

A summary of the terms and condifions of the Plan is set out below:

(al

(o)

The Plan is designed to provide eligible participants with an ownership
interest in the Company and o provide gdditional incentives for eligible
parficipants 1o incredase profitability and returns to Shareholders.

Under the Plan non-executive directors have the right to forego from 0%
to 100% of their directors’ fees and receive Shares in lieu at a price
equal to the volume weighted average price of the Shares as fraded on
ASX over the 20 frading days prior to the end of each calendar quarter.

the summary of the Plan is set out above for the informalion of Shareholders. The
detailed terms and conditions of the Plan may be oblained free of charge by
contacting the Company.



GLOSSARY

Annvual General Meeting or Meeting meaeans the meeting convened by the Notice.
ASIC means the Australian Securilies and Investments Commission.

ASX means Australian Stock Exchange Limited.

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

Board means the current board of directors of the Company.

Company means Medicdl Therapies Limited [ACN 111 304 119].

Consideration Option means an option issued on the terms set out in Section 3.2 of the
Explanatory Statement.

Constitulion means the Company’s constitution.
Corporations Act means the Corporations Act 2001 {Chh).

Director Option means an option ssued on the terms set out in Sectlion 2.3 of the
Explanaiory Statement.

Directors means the current directors of the Company.

ESY means Eastern Standard Time.

Explanatory Statement means the explanatory statement to the Memorandum.
Memorandum means this information memorandum.

Nofice means the notice of meeting which forms part of this Memorandum.
Option means an option to acquire o Share.

Resolutions means the resolutions set out in the Nolice, or any one of them, as the
context requires.

Share means d fully paid ordinary share in the capial of the Company.

Shareholder means o holder of ¢ Share.



SCHEDULE 1 - DIRECTOR OPTIONS

Name

Number

Exercise Price

Expiry Date

Condiions

Liewellyn Casbolt

500,000 {franche 1}

$0.30

30 November 2009

Only vest if the Company enters into a formal Share
Sale Agreement™ with Hearthstone Pty Lid and
Nature Vet Pty Lid which is expecied 1o be executed
at least 60 days prior to Setflement. 100% of these
options vest immediately upon execution of that
agreement.

1,000,000 (franche 2}

$0.30

30 November 2009

100% vest immediately upon date of issue.

1,000,000 {franche 3}

Greater of $0.50 and
VWAP* plus 40%

30 November 2011

33% vest on the date of issue and the balance vesting
1/36 over a 36 monih petiod from commencemaent of
Mr Casboli’s new service agreement with the
Company.

1,000,000 {franche 4}

Greater of $0.75 and
VWAP* plus 0%

30 November 2011

33% vest on the date of issue and the balance vesting
1/36 over a 346 month period from commencement of
Mr Casholl’s new service agreement with the
Company.

mMichael Vitlale 750,000 {franche 5} Greater of $0.40 and | 30 November 2011 100% vest immediately upon date of issue.
VWAP* plust0%

Michael Taverner | 400,000 {franche 4} Greater of $0.40 and | 30 November 2011 100% vest immediately upon date of issue.
VWAP* plust0%

mMalcom Castle 600,000 {Tfranche 7} Greater of $0.40 and | 30 November 2011 100% vest immediately upon date of ksue.

VW AP* plus1 0%

*IVYWAPY s equal to the 10 day volume weighted average price of the Company’s shares as fraded on ASX over the 10 frading days immediaialy

prior fo the AGM.

** As announced to ASX on 24 July 2006, the Company has entered info a heads of agreement with Hearthstone Ply Lid and Nature Vet Pty Lid
pursuant 1o which the Company has agreed to acqguire all of the shares in the capital of Nature Vet Py Lid. This heads of agreement is to be
superseded by a formal Share Sale Agreement which the Company expects o be execuled al least 60 days prior to Settlement.
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MEDICALTHERAPIES O

Medical Therapies Limited
ABN 69 111 304 119

Mgk 1805 Doy with an 0 E you Bave mads gny ohanges 1o your address detalls {see roverse)
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123 SAMPLE STREET

THE SAMPLE HILL

SAMPLE ESTATE

SAMPLEVILLE VIC 3030

Appomtment of Proxy

IfWe being a memzetls of Medical T?zarapms Lmlt@d and enued to attend and vole hereby appoint

Proxy Form |

All correspondence fo:

Computershare Investor Services Pty Limited
GPO Box 242 Melhocme

Yictoria 3001 Australia

Erouiries (within Australiaj 1300 800 505
(outside Austrafial 613 34150 4000
Facsimile 5% 38473 2555

Wy computershase com

Securityholder Reference Number (SRN)
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For Against  Abstain'
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Casbolt
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Tavermner
5 tssue of Options to Mr Castle
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Director Share Plan
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How to complete the Proxy Form
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MEDICALTHERAPIES

ASX ANNOUNCEMENT
24 October, 20046

Medical Therapies and Nature Vet Agree o Extension of Setflement Date

At the request of the directors of Hearthstone Piy Lid {the sole shareholder in Nature
Vet Pty Lid] [Hecorthstone}, Medical Therapies aond Hearthstone hove agreed to
extend the setflement date of the acquisition of Nature Vet Pty Lid unfil the 1¢ July
2007 for two important reasons:

{ci} the Development Approval reqguired for exiensions to Nalure Vet's Glenorie
premises is likely fo fake longer than previously expected, particularly given
the desire fo re-zone the properly io include the abllity to manufaciure
human phamoceuticals on the site; and

(b} Dr Gerry Rose is gbout fo underge profracted freagtment for g serious medical
condition and during this freatment pericd and convalescence is not likely to
be able o appropriately dedl with the issues required by setlement of this
fransaction.

The directors of both companies wish 1o emphasize that they remain commifted io
completing the fransaction. The extension of the setllement is seen as an appropriate
measure motivated by the desire to allow Dr Rose fo focus on his health, and in
parcdiel, to have the Development Approval, and re-zoning of the Glenorie property
concluded.

‘The Board of Directors of Medical Therapies is very sympathetic o Steve and Geny's
request and would like to extend its sincere well wishes to Gerry for the upcoming
tfregtment and our hopes for his full and rapid recovery thereafter. The delay is
unfortunate, but we will use this exira time 1o begin working more closely together,
and fo plan in detdll the merger of operations and adminisiration that will be
necessary following conciusion of the acouisition’, said Mr Liewellyn Casbolt, CEO of
Medical Therapies.

As a result of this extension to the setflement date, resolutions to approve this
transaction will now not be put to the shareholders of Medical Therapies at the
upcoming AGM on the 29% November, but are planned 1o be put to o Generdal
Meeling of sharsholders early in the second quarter of 2007. At that time, resolutions
to ogpprove the acquisifion of Naoture Vet Pty Lid and its associated companies,
including a resolution to appoint Mr Stephen Rose to the Board of Medical Therapies,
and a further resolution seeking approval to raise the necessary cash to fund the cash
component of the fransaction wilt be put to shareholders.

The main consideration in delaying these proposed resolutions, and the core reason
for not putting them 1o shareholders at the AGM, Is that under the ASX Listing Rules
the acquisition of Nature Vet Ply Lid must occur within 3 months of the date of the
shareholder meetling. Accordingly, if setflement s now planned to taks place on the
st July 2007, any approval to proceed with the acquisifion of Nature Vet will hove
expired if approval was sought at the AGM.

FMEDICAL THERAPIES LIBMITED ACH 141 304 148 ASKIMTY
SUITE 15, 33 WATERLOO ROAD

NORTH RYDE, NSW 2113, AUSTRALIA

TELEFHONE +61 2 9889 1222 FACSIMILE +61 2 9889 2022
YWER www.madicaltherapies.com.au



Nature Vet has experienced strong growth in sales aver the last six months, with the
September quarter the strongest on record.

Mr Stephen Rose [Managing Director — Nature Vet} said today that ‘Nature Vet s
positioned to capture a significant share of the domestic ond export companion
animal markets with ifs numerous brands, and sales of our complete range of high-
performance equine products continues to climb in all markels’.

The delay in sefflement will not change the terms and conditions of the Binding Terms
Sheet executed on the 22nd July 2004, other than the extension of the settlement
date.

For Further information:

Liewellyn Casbolt
Office: 02 9889 1222
Mobile: 0412 282 101

About Medical Therapies Limited [www.medicaltherapies.com.au)

Medical Therapies Limited{ASX: MTY] is an Australion pharmaceutical company
developing ond commercializing a significant range of unique metal complexes of
Non-Steroidal Anfi-inflommatory Drugs {NSAIDs} as anti-inflammatory and anti-cancer
therapeutics.

These patent-protected compounds offer the potential of dramatically reduced Gl
and rendl toxicily in the freatment of inflammatory diseases such as arthritis, ond a
new way to freal various cancers including skin cancer, two of the world’s lorgest
medical markets at US$11 billion and US$5A7 billion in annual sales respectively.

The Company's management team has deep, end-to-end pharmaceutical and
commercial experience. QOur strategy for growth includes the commercidlisation of
our existing portfolio of fechnologies, acguisition of relevant companies, and
acauisition of relevant intellectual property portfolios.

About Noture Vet Pty Lid {www naturevet.com.au)

Nature Vet is wholly Austraglian owned ond operated veterinary pharmaceutical
manufacturer which has been commitied fo the development of innovaotive animal
health care products since the 1970s.

The Company was founded through the amalgamation of RWR in 1988. Dr Gerry Rose
{Executive Chairman — Nature Vet} is one of the original founders and he and his wife,
Heten, assumed full conirol of Nature Vet in 1995,

Dr Rose is a well known, highly regarded veterinarian who has exiensive, specialist
experience in the care of thoroughbred race horses and he has provided services o
the slite equesirian sporls markets since the mid-1960's. His own horses have won
numerous national ond international events including The Golden Slipper in 2000 and




the Magic Millions 2 Year Old Classic in 2004, He Is regarded as the vet to the horse
racing stars, and has been a long fime physicion and adviser to a number of
Austrdlia’s most high profile stables.

The Company's extensive range of producis Is the culmination of very many years of
resecrch and development by dedicaled scientists and veterinarions, and s
produced to the highest standard in its GMP approved facHity based at Glenorie, in
north westerm Sydney.

Nature Vet is currently in an exciting and challenging period, with sirong domestic
and export growth, new innovative products gbout to reach the market and an
ongoing research program aimed ot the craation of further high value products. The
Company is opfimistic about the fulure and anticipates continued success, both in
Australia and in the world-wide market.




