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The year was a period of mixed news How for the US biotechnology sector,
which dominates the broader global market and has ramifications on the
much smaller Australian biotechnology market. As a result, the US
biotechnology sector never really gained momentum and drifted lower
until recently when the NASDAQ Biotech Index recovered value as investors
started buying back into the sector.

The positive news centred on the impressive fund raising efforts of the
industry that boosted the balance sheets of key sector leaders and in turn
fuelted a charge in B0s, Thirty seven bictech companies listed on the US
public markets in 2004, although the rate slowed in 2005 with just seven
biotech companies listing in the first two guarters of the 2005 calendar year.

The sector continued to demonstrate its growing maturity with 40 new
biotech drug and vaccine approvals in 2004 to treat diseases such as cancer,
hypertension and macular degeneration. In Europe the market conditions
for PQOs were not so upbeat and some companies planning an PO were
unable to find sufficient support from investors. Going against this trend
was our own portfolio company, Stem Cell Sciences, listing on the London
Stock Exchange AIM market in July 2005 after successfully raising £6 million,

Drug safety caused a major revaluation of the sector after two drugs were
withdrawn. The first was Merdds blockbuster Viexx, based on clinical trial
data that indicated an increased risk of heart attack and stroke. As a result,
the company’s stock shed a quarter of its value. The second was the
suspended sales of multiple sclerosis drug Tsyabri in February 2005

by Biogen ldec and Elan following observation of serious side effects. Teyabri
was widely expected to be one of the success stories of the year, with peak
sates in the billions of dollars. its withdrawal from the market just three
manths after FOA approval had a negative impact on market sentiment.






Austrabian Market

The Austratian biotechnology market also had a mixed year over the
2004-2005 period. The latter half of 2004 was a period of robust financing
activity with a significant number of companies going public or raising
additional capital through placements and rights issues. in the second half
of 2004, 10 biotech companies listed on the Australian Stodk Exchange,
raising $126 million in the process.

it the first half of 2005 seven more bictech companies listed on the ASX
through an PO, including BioTech Capital investee company, Phylogica.
However, for those companies who have successfully gone public, it has
been difficult to maintain post-listing support as investors enjoy excellent
returns in other sectors. Nonetheless, our investments have been solid.
Whilst Phylogica was trading marginally below its IPO price of 20 cents
at the time of writing, it represents a favourable valuation compared to
our average entry price of 8.5 cents,

it Australia, the bearish sentiment toward biotechnology stocks has been
mainly directed towards the smaller market capitalisation technology
focused companies, while many larger, more mainstream healthcare stocks
have enjoyed very guod returns. Overall the ASX Healthcare index was up
approximately 40% over the past year driven by acquisition activity from
comparnties such as Ramsay, DCA Group, Healthscope and Mayne.






Pertormance

The share price of BioTech Capital continues to show a high correlation with
the NASDAQ Biotech Index which is expected given the nature of the BioTech
Capital investment portfolio and the structure of that index. The NASDAQ
Biotech index is considered to be the best global barometer of sector
performance and prevailing investor sentiment. On the other hand, the
S&PIASK Australian Healthcare Index s dominated by a small number of

very large companies in the health services sector {e.g. Hospital operators,
pathology businesses ete.} that do not acurately reflect the more typical
biotechnology sector and as such is not considered 1o be a good comparative
benchmark.

The chart below indicates that the NASDAQ Biotech index bagan trending
upwards earlier this year signalling a return to positive sentiment after an
extended period of sideways movement. BioTech Capital is also enjoying an
upward trend in its share price.
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New Investments

Phylogica Ltd

The most recent investment of the fund has been in Phylogica {ASXPYO),

a new generation drug discovery company developing novel therapies for
a range of diseases. The company has already identified lead compounds

to target asthma, inflammation, cancer and stroke.

The company’s unigue "Phylomer’ technology arcse from collaborative
research between the Telethon Institute for Child Health Research in
Western Australia and the Fox Chase Cancer Center in Philadelphia, USA.
Phylogica is the first company to be spun out from the Telethon Institute,
which is headed by Professor Fiona Stanley, named Australian of the Year
i 2003 for her commitment to research into child health.

Phylogica’s proprietary technologies are directed toward the development
of cost-effective therapies for disease that exhibit fewer side effects than
existing treatments. Phylomers are small pieces of proteins {('peptides’),
each with a different shape and structure, with the potential to interact
specifically with disease-causing proteins. Phylogica has a unique ability to
build complex libraries of phylomers for screening as drug candidates and
select the most suitable phylomer from early stage candidates in the drug
discovery process.

These phylomers have several competitive advantages as drug candidates
over alternative therapeutics, particularly antibody-based therapies, due
largely to their relatively small size. These include greater drug specificity
and reduced side effects, lower cost production and reduced probability of
unwanted immune responses,

BioTech Capital invested $2 million in Phylogica as a private equity
irvestent in early 2005 and a further $500,000 when Phylogica raised

35 mittion via a listing on the Australian Stock Exchange on 30 March 2005,
With a shareholding of 27.04%, BioTech Capital is the largest shareholder
it Phylogica and has representation on the Board.



Prima Biomed Ltd

Prima Biomed (ASX.PRR) is a publicly listed biotechnology company
developing technologles for products in the area of cancer
immunotherapeutics and inflammation. Prima Biomed has a portfolio of four
projects arising from research undertaken at Melbourne's Austin Research
Institute (ARI). These are:

« CancerVao a potential treatment for ovarian cancer currently at the stage
of a Phase H dinical trial

« Arthron: exploltation of the Fe receptor for the treatment of autoimmune
diseases such as rheumatoid arthritis

« Panvax: a technology advanding towards chinical trials in colon cancer

& Oncomab: developing a suite of antibodies as therapies in key cancer
disease areas

BioTech Capital took part in a $10 million capital placement for the company
with an investment of $924,000, resulting in a shareholding in the company
of approximately 4.9%. BioTech Capital and other investors in the placement
received a free option issued on a 1:3 basis. The funds will be used to
progress the company's portfolic of projects, induding completion of a
Phase H clinical trial for CancerVac and submission of an application for a
Phase | trial of the DCtag technology in colon cancer,

Since BioTech Capital invested i Prima Biomed, the company has signed

a second partnership deal with ZymoGenetics for the Arthron subsidiary

for an option to evaluate an anti-inflammatory biological inhibitor of the

Fe receptor for up to two years with a series of milestone payments,

The deal meshes with Prima’s business strategy of partnering with global
biopharmaceutical companies and follows Prima’s research agreement

with AstraZeneca earlier in the year,

Prima broadened its asset base by acquiring an exclusive worldwide
royahty-free licence to three new patent applications from the ARl The
inventions described by the patent applications complement the suite of
patents already held by Arthron and will place Prima in a stronger
position when negotiating development and licensing deals with partners
in the future,



Foliow-on Investments

Follow-on investments are a common private equity practice and are made
for & number of reasons. The most common reason is that it allows
irvestment in regulated stages to reduce risk and the provision of subseguent
capital only if the company successfully achieves certain agreed value adding
milestones. In other situations, where the company is making business
progress but requires only a relatively small amount of capital to get to the
next level in its evolution, it often benefits shareholders to each contribute

a smalt injection of funds to allow management to focus on the task of
achieving business milestones instead of the time consuming capital raising
process, Qur follow-on investments were as follows:

+ A second tranche of $2 million was invested into our existing portfolio
company Continence Control Systems upon the commencement of patient
recruitment for pilot human trials of the company’s severe stress urinary
incontinence technology.

» An additional $123,000 was invested in Pacific Knowledge Systems as part
of an internal shareholder funding round to boost working capital for the
company to deploy a new software product.

& An additional $125,000 was invested into XRT to facilitate the company’s
relocation to the UK and provide working capital to complete several
significant value adding deals.



Divestments

BioTech Capital proceeded with the sale of its entire shareholding in Xenome
to the Queensland Blocapital Fund. In addition, other key shareholders in
Xenome also disposed of their stakes to the same group at the same time.
The decision to sell this holding came about due to significant, intractable
differences in opinion over the future direction of the company. This was
despite extensive and, ultimately, unsuccesstul attempts to resolve these
differences. The price and terms cannot be disclosed due to a confidentiality
agreement, although the transaction proceeds were in excess of our

$3.5 million investment, resulting in a profit for the fund.

We also disposed of our option position in Clinicat Cell Culture ahead of their
expiry date in December 2004. These options were issued free to BioTech
Capital as part of our original investment in the company such that all
proceeds reatised were profit.

Unfortunately, our divesture of the fund's shareholding in Proteome Systems
resulted in a loss of approximately 90% of our original investment. BioTech
Capital sold down the shareholding via a series of on-market transactions
following a very disappeinting share price performance of Proteome Systerns
on the Australian Stock Exchange post listing on September 30, 2004, The
compary has since replaced s Managing Director and is embarking on a
strategy designed to resurrect their fortunes induding significant reductions
in expenditure and the sale of certain previcusly key activities.

Due to the nature of the biotechnology industry there will inevitably be
comparties in the portfolio that do not perform as well as we would have
hoped and others that perform beyond expectations. This is the underlying
reason why we adopt a portfolic approach to investment. We believe the
current portfolio indicates that overall, the outlook is very positive
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BioTech Capital's investment portfolio contains 10 companies:

u Afchemia

= Blocomm

« Clinical Cel Culture

» Continence Control Systems
» Pacific Knowledge Systems
« Phylogica

= Prima Biomed

» Starpharma

» Stern Cell Sciences

u XRT

The chart below indicates the current weighting of each investment in the
portfolio based on both cost price and current valuation as at 30 June 2005,
At this date, the fund was approximately 76% invested with holdings in
five private companies and five companies listed on the Australian Stock
Exchange. Since balance date, Stem Cel Sciences has gone public.

This time last year, the fund was invested in seven private and three public
companies. In summary, the changes to the portfolio were the exits from
Xenome and Proteome Systems, the investment in and subsequent listing of
Phylogica on the Australian Stock Exchange and a new investment in a public
company — Prima Biomed.

BioTech Capital has board-level representation on six of the 10 portfolio
companies — Biocomm, Continence Control Systems, Pacdific Knowledge
Systemns, Phylogica, Stem Cell Sciences and XRT.

The composition of the portfolio is well diversified by investment stage,
scientific focus and product development. Ye have companies in the portfolio
with strengths in emerging technology fields such as nanotechnology, stem
cetf biology, tissue engineering and glycobiology. Some of the companies are
focused on drug discovery while others are developing enabling technology
platforms or medical devices. Additionally, the companies range in maturity
from private start-ups to listed entities. This is in line with our original target
of ronstructing a diversified portfolio of 10-20 investments that give our
shareholders easy access and broad exposure 1o a group of high guslity
comparies in the life sciences sector.
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Alchemia (ASXACL) has core expertise in carbohydrate chemistry. Carbohydrates
form a complex group of molecules that includes the well-known dietary sugars
and starches. Carbohydrates are found on the surface of every cell in our body
where they play a critical role in many of the biochemical processes associated
with human heailth. Alchemia’s technology makes it possible to explore, develop
and exploit the potential of carbohydrates in drug discovery far more efficiently
than has been previously possible,

During the year, Alchemia announced that it would advance its fead
anti-cancer compound into human clinical trials following a thorough
assessment of the drug’s suitability in preclinical studies. Alchemia has
assembled an oncology development team of internal management and
external consultants with expertise in pharmacology, toxicology, drug
manufacture and predinical, dinical and regulatory matters, to oversee

the project’s clinical development program. The anti-cancer compound
belongs to a novel dass called "somatostatin agonists’ that reduce the abiity
of new blood vessels to grow into and nourish the developing tumour,

The market potential for somatostatin drugs is significant with the three
that are currently available expected to achieve combined sales in excess of
VS5 1 bitlion in 2005,

Alchemia received a grant under the Federal Government's Pharmaceutical
Partnierships Program worth up to $7.8 million for research and development.
This funding will assist the company’s drug development projects — incuding
the anti-cancer and anti-bacterial programs - and the identification and
evaluation of preciinical development candidates using Alchemia’s novel
VAST™ drug discovery platform in other therapeutic areas.

Approval by the FDA to extend current indications of GlaxoSmithKline's
branded synthetic heparin drug Arixtra® should increase the size of the
potertial market for Alchemia’s generic version of Arixtra®, which is

expected to be released in 2008. Total sales for heparin-related drugs exceeded
US$3.5 biltion in 2004, GlaxoSmithKline has indicated that it will apply for
additional approvals that will continue to grow the overall size of the Arixtra®
market and by extension the market for Alchemia’s generic version.

Busiress

Location

Date of first investment

February 2001

Board seat No
Funds invested  AS2,000,000
Equity cwnership  3.10%
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Biocomm is one of Australia’s leading technology management and
commercialisation organisations providing seed funding, scientific and
commercial assessment and licernsing. Members and partners of the Biocomm
network include prestigious research institutions in Victoris and financial
partners with deep experience in life science investment.

The number of investments in the Biocomm portfalio has increased to
three with the recent addition of Hatchtech and CNS Bio to the existing
Cryptopharma investment. Hatchiech is developing a novel technology

to control ectoparasites. The company i developing a product for better
treatrment of head lice in humans that will later be extended to the
treatment of lice that affect Hvestock. CNS Bio will develop novel theraples
targeting pain relief for cancer patients. Cryptopharma is a
biopharmaceutical company developing anti-inflammatory compounds
with potential for the treatment of asthma, pulmonary fibrosis and other
chronic inflammatory diseases of the Jung.

Biocomm has also been successful in a number of licensing and business
development deals with academic and commercial clients located in
Australia, Japan, Canada, Ireland, United Kingdom and the USA.

The structure of our investment in Biocomm means downside to investors
is foww whilst retaining the benefits of any upside in terms of value creation.

Business  Intellectual property commercialisation
Location  Melbourne, Australia o
Date of first investment  dune 2002
' Board seat | Yes
Funds imvested AS3,000,000
Equity cwnership  19.9% o
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Clinical Cell Culture (ASX.CCE) is a tissue engineering company with a
pipeline of products to treat burns, wounds and other defects requiring
skin replacement. These products have significant advantages over existing
products induding rapid expansion when grown in the laboratory, time to
healing and ease of use resulting in improved patient outcomes.

3 received its first regulatory approval for ReCell® from the Japanese
Ministry of Mealth to allow the initiation of sales - well ahead of internal
forecasts - into the Japanese market, the second largest health care market
irt the world and one of the most profitable. The company has signed a
distribution agreement with IMEC, a leader in the provision of aesthetic
and plastic surgery products in the Japanese market. IMEC made an initial
payment of A$350,000 for the distribution rights for ReCell* in Japan and
the first order, valued at A$400,000, was received early in 2005,

ReCell* has also received regulatory approval for sales into Europe with the
receipt of CE mark approval, which provides market access to 28 countries
it Europe. In readiness for the commencement of sales, C3 has already
appointed 13 distributors with established channels to burns centres and
the plastic surgery market in 15 European countries.

The company is currently awaiting approvals from the key US FDA before
commencing sales in the important US market.

C3 also announced a research collaboration with Curtin University of
Technology, Western Australia and the McComb Research Foundation to
accelerate the pathway to market for EpiGrow®, one of (3% development
products, The R&D is aimed at positioning EpiGrow® for treatment of chronic
wounds, the largest commercial sector of the global wound care market.

Busiress

Location

Perth, Australia/Cambridge, United Kingdom

Date of first investment

August 2003

Board seat No
fFunds invested  A%S3,004,10%
Equity cwnership 13.2%
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Continence Control Systems is a start-up company formed to commercialise
a new treatment for severe urinary incontinence, defined as the involuntary
loss of urine from the bladder. This treatment will address a currently unmet
medical need for large numbers of people for whom other surgical
treatments have failed. The potential market is estimated to be in excess of
A1 billion per annum.

CCS has combined intellectual property and science from the University of
Melbourne with customised implantable stimulation technology developed
by Cochlear Ltd, the world leader in cochlear implants, The company has a
management teamn with considerable experience in the implantable medical
device field to lead the commercialisation effort.

Large poderdisl

wrak et opprrienily,
@ sudution for 4 CLS obtained an Ausindustry R&D START grant of A$946,000 toward the
ket with an financing of pre-dlinical and pilot chinical studies in Australia.

unmeat mediosl

CCS also announced in July 2005 that it had commenced patient recruitment
foltowing completion of pre-clinical studies and the receipt of human ethics
approval for human implants. The first implants in humans are expected to
take place by December 2005, representing an important milestone for the
comparnyy on the path to commercialisation.

naad, and atlractive
valuation entry
gt

Business  Medical device

Location  Sydney, Australia

Date of first invesiment  June 2004

Board seat  Yes

Funds imvested AR, 000,000

Equity cwnership  33.7%

LN R
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Pacific Knowledge Systems has commerdalised technology known as
Ripple-Down-Rules into a product {LabWizard ™} specifically designed
for the pathology industry. LabWizard ™ was designed as a productivity
tool for pathelogists to assist in the interpretation of pathology results.
i is in use at a range of sites across Australia.

The underlying technology has mubtiple applications, providing an
opportunity for the developmeant of other products. Recently, the company
successfully tested a new application and entered a pilot agreement to
extend its dient base into Europe. The company also won a new multi-year
contract for a8 major client in the Australian market,

One of the world's largest pharmaceutical companies Is sponsoring another
product under development that will give the user the ability to retrieve
and filter data for research purposes. If early success is translated into a
marketable product the company will gain the potential for significant

antt demonstratesd
appdications
othar industries

expansion of its revenue base.

Business  Informatics, pathology industry

(ocation  Sydney, Austrafia

Date of first investment  December 2000

Board seat  Yes

Funds irvested . A$Z,320,841

Equity cwnership 26.3%
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Prima Biomed (ASX.PRR) is a publicly listed biotechnology company
developing technologies Tor products in the area of cancer
immunotherapeutics and inflammation. Prima Biomed has a portfolio of four
projects arising from research undertaken at Melbourne’s Austin Research
Institute (ARI). These are:

CancerVac a potential treatment for ovarian cancer currently at the stage

of a Phase Il diinical trial Arthron: exploitation of the Fe receptor for the
treatment of autoimmune diseases such as rheumatoid arthritis Panvax: a
technology advancing towards clindcal trials in colon cancer Oncomab:
developing a suite of antibodies as therapies in key cancer disease areas
BioTech Capital took part in a $10 million capital placement for the company
with an investment of $924,000, resulting in a shareholding in the company
of approximately 4.9%. BioTech Capital and other investors in the placement
received a free option issued on a 1:3 basis. The funds will be used to
progress the company's portfolic of projects, induding completion of a
Phase H clinical trial for CancerVac and submission of an application for a
Phase | trial of the DCtag technology in coton cancer,

Since BioTech Capital invested in Prima Biomed, the company has signed
a second partnership deal with ZymoGenetics for the Arthron subsidiary
for an option to evaluate an anti-inflammatory biological inhibitor of the
Fe receptor for up to two years with a series of milestone payments,

The deal meshes with Prima’s business strategy of partnering with global
biopharmaceutical companies and follows Prima’s research agreement
with AstraZeneca earlier in the year,

Prima broadened its asset base by acquiring an exclusive worldwide
royalty-free licence 1o three new patent applications from the ARl The
inventions described by the patent applications complement the suite of
patents already held by Arthron and will place Prima in a stronger
position when negotiating development and licensing deals with partners
irt the future.

Busiress

Cancer drug discovery

Location

Melbourne, Australia

Diate of first invesiment

December 2004

Board seat No
Funds imvested AS924,000
Equity cwnarship  4.4%
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StarPharma {ASX:SPL) made significant progress in the development of its
lead dlinical product during the year and signed several new corporate deals,

StarPharma announced the success of its Phase | dinical trial results showing
that VivaGel™ was safe for use in humans. VivaGel™ is a topical microbicide
with the potential to prevent the transmission of HIV and other $TDs when
used by women prior to sexual intercourse. it is the first drug product in the
world based on synthetic nanoscale molecules called dendrimers to enter
human trials under US FDA regulations.

StarPharma signed a major three-way deal with Dow Chemical (NYSE:DOW)
and Dendritic NanoTechnologies Inc (DNT) to provide StarPharma and DNT
with ownership or access to the world's broadest patent portfolio in the

field of dendrimers. This move has positioned both companies as leading
providers of a nanotechnology platform with near-term, tangible commercial
applications such as drug delivery and diagnostic solutions. With a holding
of 33%, StarPharma is the largest shareholder in DNT.

StarPharma also signed a deal with Industrial Research Ltd of New Zealand to
form a joint venture to accelerate the development of a cdlass of dendrimers
{carbohydrate-containing glycodendrimers) that may form a new category

of pharmaceutical drug candidates. The formation of the joint venture was
supported by a grant of NZ$945,000 from the Australia New Zealand
Biotechnology Partnership Fund, StarPharma and Industrial Research have
been working on the development of glycodendrimers since June 2003 after
receipt of a grant of NZ$5.9 million from New Zealand's Foundation for
Research Science and Technology.

In March 2005, StarPharma announced the establishment of a start-up
development company in which it i3 a foundation shareholder. The company
- Dimnerix Bioscience Pty Ltd (Dimerix) — was formed to commerdalise unigue
technology developed at the Western Australian institute for Medical
Research in the relatively new field of receptor coupling, which is one of
the basic signalling mechanisms of biological systems,

Business  Drug discovery
Location  Melbourne, Australia
Date of first investmen:  March 2008 mmmmmmmmm——
Board sear  No o mmmmmmmmm—m—
Funds invested  A$2,520,000
,,,,,, S e S a2 8 5 R £ A A 3 S S RS RS I Y Y IS5 0
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Stern Cel Sciences (AIMISTEM) is a company principally focused on growing
its core expertise in stem cell culture, differentiation and selection of purified
celf types for drug discovery and optimisation services to the pharmaceutical
sectar, SCS s also building a catalogue of unique growth factors and cell
culture media for sale to users providing the basis for generation of a
growing source of cash flow in the short term. SCY longer-term plans will
apply these same core technologies to the delivery of cell-based regenerative
theraples for diseases such as Parkinson's and diabetes.

SC8 technologies have already been licensed to world leading
pharmaceutical companies such as Aventis and GlaxoSmithKline and other
biopharmaceutical companies.

Investraent highlights
Cotlaborative RED
progprams with

wasrid-lnacting b July 2005 SCS successfully completed an PO to Hst on the London Stock
ceisartiam of stem Exchange AIM market. SCS raised £6 million on a pre money vatuation of

call researchers, £15 million, Funds were raised from leading UK institutional investors at 97p
nawel technology, per share, which compares favourably with BTCs entry price of 50p per share,
stros teltaciual SCS has maintained leading UK investiment bank Colling Stewart as both
property povifols, nominated adviser (NOMAD) and Broker to the company.
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The company recently announced that it had secured the commercialisation
rights to an important breakthrough neural stem cell technology. This
technology allows for the differentiation and growth of highly stable and
pure neuronal call lines. These key attributes are highly atiractive to the
pharmaceutical and biotechnology industry with immediate applications in
cell-based drug screening.

Business  Stem cells, regenerative medicdine
Location  Melbourne, Australia; Edinburgh, UK; Kobe, Iapan

Date of first investment  August 2003

Board seat Yes

Funds imvested  A$3,000,000

Equity ownership 11.2%
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The most recent investment of the fund has been in Phylogica {ASXPYO),

a new generation drug discovery company developing novel therapies for
a range of diseases. The company has already identitied tead compounds

to target asthma, inflammation, cancer and stroke.

The company’s unigue "Phylomer’ technology arcse from collaborative
research between the Telethon Institute for Child Heatlth Research in
Western Australia and the Fox Chase Cancer Certer in Philadelphia, USA.
Phylogica is the first company to be spun out from the Telethon Institute,
which is headed by Professor Fiona Stanley, named Australian of the Year

Investment fignlights in 2003 for her commitmernt to research into child health.

Techeodogy platform

ta davelon inproved Phylogica’s proprietary technologies are directed toward the development
an cheaper drugs; of cost-effective therapies for disease that exhibit fewer side effects than
cotlaboration with existing treatments. Phylomers are small pleces of proteins {'peptides’),

aminent research each with a different shape and structure, with the potential to interact
inutituies Telethon specifically with disease-causing proteins. Phylogica has a unique ability to
nstitute for Chilg build complex libraries of phylomers for screening as drug candidates and
Health aned o Chass select the most suitable phylomer from early stage candidates in the drug
Cancsy Certar discovery process.

These phylomers have several competitive advantages as drug candidates
over alternative therapeutics, particularly antibody-based therapies, due
largely to their refatively small size. These inchude greater drug specificity
and reduced side effects, lower cost production and reduced probability of
unwanted immune responses,

BioTech Capital invested $2 million in Phylogica as a private equity
irvestment in early 2005 and a further $500,000 when Phylogica raised

35 mittion via a listing on the Australian Stock Exchange on 30 March 2005,
With a shareholding of 27.04%, BioTech Capital is the largest shareholder
it Phylogica and has representation on the Board.

Business  Protein Therapeutics

Location  Perth, Australia

Date of first investment  January 2005

Board seat Yes

Funds imvested  A%2,500,000

Equity ownership  27.1%
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XRT was formed as a spinout company from the leading Australian research
organisation, CSIRO. XRT is a global ploneer in ultra-high resolution imaging
based on its patented phase contrast imaging technigques. The technology
allows for imaging of unparalleled quality in a range of medical and
industrial applications.

XRT has achieved several milestones this year. Firstly XRT entered into a
significant commerdal partnership with a global leader in inspection and
analysis tools for the use of XRT's patented phase contrast imaging
capabilities to co-develop a product which is expected to offer significant
advancements over alf other products available in the field globally. For
confidentiality reasons we are unable to disclose specifics of the application,
however, the licensing agreement granted by XRT has potential to provide
very hucrative royalties for the company upon commercialisation of the
application being developed.

XRT also signed a commercial partnership with USA based Gatan Inc.,

the world's leading manufacturer of instrumentation and software used to
enhance and extend the performance of electron microscopes. Under the
agreement, Gatan will use XRT's technologies to develop and distribute an
x-ray microscope product, and XRT will receive up front payments as well
as royalties in exchange for the licensing agreament,

The company recently announced it had secured new funding from a
syndicate of UK investors at a valuation significantly above the cost price in
BioTech Capital’s accounts. In line with the company’s conservative valuation
policy for its unlisted portfolio companies, the carrying value of the
irvestrrent in XRT will not be revalued and will be maintained at cost.

XRT is now well placed to execute its previously announced intention of
re-tocating key activities to the United Kingdom and ultimately seeking a
listinng on the UK stock markets,

Business  Imaging technology
o Location  Melbourne, London, UK T
o Date of first investment  March 2001 K o
o Board sear  Yes L mmmmmm———
o Tunds invested | A$SS,625,000
o Equity ownership  47.9% N
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Valuation

30

The valuation policy we implement is the industry-standard Australian
Venture Capital Association (AVCAL} guidelines. For the valuation of our
holdings in listed companies the policy is to apply a discount to the market
price dependent upon the size of our holding and level of influence in the
comparyy. For those investiments where we hold a significant percentage
stake or a Board seat we apply a greater discount. The Board of BioTech
Capital has adopted a conservative stance with regard to the valuation of
unlisted investmernts and chosen to maintain the valuations at cost in the
absenice of a material adverse event.



Conciusion and Cuticok

We remain optimistic about the outlook for the bictechnology sector due

to improving fundamentals and more specitically the matuwring BioTech
Capital portfolio. However, we encourage investors to adopt a long term
investment view due to the volatility of the sector and also the time required
for companies in this sector to commerdialise technology and bring products
to market.

Fundamentally, the biotechnology sector is refatively well financed and has
maore promising drug candidates in development than ever before. Large
pharmaceutical companies starved for products to distribute through their
strong marketing channels are entering into an increasing number of
partnership deals and in many instances acquiring firms at substantial
premiums. Additionally, the recent gains in key biotech indices in the US
indicate that investors are again returning to the listed sector.

More specifically, the BioTech Capital portfolio is well positioned going into
2006. Companies are making good overall progress and a greater percentage
of the fund is listed on the public markets than ever before which is likely to
Benefit share price performance when the Australian sector rises.

This change in composition of the portfolio has been a result of the evolution
of our investee companies into more mature businesses that have been

able to raise capital from the public markets. Private equity investment,
particutarly in the biotechnology industry, I8 a long term proposition and

the BioTech Capital fund has spent the early years building up its portfolio
and actively assisting portfolio companies.

We believe that shareholders will soon begin to benefit from our investment
strategy. The objectives for the management team over the next financial
year are to crystalhse some of these gains for shareholders and seek out
attractive investment opportunities,

e}









The directors of BioTech Capital Limited present their report on the audited financial statements of
BioTech Capital Limited for the year ended 30 June 2005.

Directors
The following persons were directors of BioTech Capital Limited {“the company”™) during the whote of
the financdial year and up to the date of this report, unless stated otherwise:

Vifitliam Edward Baker Ireland {Chairman)

Harry Karelis

Antony Basten

Alastair lohn Davidson

Lisa Margaret Mdntyre {commenced 1 July 2004)

Principal Activities

The principal continuing activities of the Company consist of investing in entities operating in the
biotechnology / life-science sectors. The Company is registered under the Pooled Development Funds
Act 1992,

Significant Changes in the State of AHairs
The following activities occurred during the year:

in September 2004 an additional $125,000 was invested in XRT via converting preference shares, to
provide additional working capital for the company to progress its re-focation to the United Kingdom.
These funds were invested alongside additional capital provided by selected UK investors.

in October 2004 Proteome Systems commenced trading as a public company on the Australian
Stock Exchange.

in Novernber 2004 the entire stake in Xenome Ltd was disposed of following significant, intractable
differences over the future direction of the company. This was despite extensive and ultimately
ursuccessful attempis to resolve these differences.

Total proceeds of approximately $3.9 million were generated compared to our cost of §3.5 million.

The $388,889 realised gain is reflected in this year's operating results. A further $123,267 was invested

in Pacific Knowledge Systems via ordinary shares, to provide additional working capital for the company,
which is experiencing continued growth in its underlying business.

in December 2004 3 total of $924,000 was invested in Prima Biomed Ltd, as part of the company’s
$10 mitHon capital raising.

in December 2004/Jancary 2005 announcement and approval for investment of $2 million in Phylogica
Ltd, which was then planning an (PO and Australian Stock Exchange listing and has since listed
successfully,

In March 2005 investment of a further $500,000 in Phylogica at the IPO price of $0.20 per share.
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in March and April 2005 the investment in Proteome Systems Limited was sofd for $451,505. A total

toss of $4,923,495 was thus realised. The Directors had written down the value of this investment by
$3,399,000 in last year's accounts and accordingly this year's operating results reflect a loss of §1,524,495
ort the disposal.

Buring the financial year, the company also invested additional amounts totalling $322,850 in Biocomm
Services Pty Ltd. BTC has now outlaid a total of § 422,850 of its commitment to invest up to $3 million
in Biocomm Services,

Biocomm Services represents a Victorian Government initiative to improve the effectiveness with which
academic research in medical biotechnology is commercialised. It currently has 27 active licensing and
business development contracts with academic and commercial clents in Australia, UK, USA and Japan,
and its investments include Cryptopharma Pty Ltd, Hatchiech Pty Lid and CNS Bio.

Review of Operations and Results

Revenue from ordinary activities for the year was down 15.2% to $811,322 on the same period last year
{2004 $957,028}. Operating loss after income tax for the same period decreased 70.9% to a loss of
$1,161,227 {2003: $3,990,515 loss). The results reflect an expense of $1.524 million (2004: $3.4 million)
covering the balance of a loss realised on disposal of the investment in Proteome Systems Ltd, and a
gain of $0.38% million {2004: $NiI) realised on disposal of the investment in Xenome Ltd. The net
tangible asset backing per share as at 30 June 2005 equated to 47.3 cents (2004: 52.4 cents).

Dividends
No dividends were paid or declared during the year (2004: Nil}

Rounding of amounts to nearest thousand dollars

The Company is of a kind referred to in Class Order 98/0100 issued by the Australian Securities and
investments Commission, relating to the “rounding off” of amounts in the directors’ report and financial
report. Amounts in the directors' report and finandal report have been rounded off to the nearest
thousand dollars in accordance with that Class Order.
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Information on Directors

Sivactor

Exparignce

Vi E B Ireland

Expertise gained in stock and option trading, project development and
financing and marketing new business ventures. Managing Director and
substantial shareholder of Mariner Financial Ltd {since 2003). Directorships
also held in Mariner Retirement Solutions Limited {since 2003}, Mariner
Wealth Management Limited {since 1989). Mr Ireland was formerly Managing
Director of Challenger Financial Services Group Limited (1987 to 2003).
Appuointed 2000. Age 55

A ) Davidson

B.Ec{Hons} ACA. Has held executive positions in banking and financial
services for almost 21 years in the UK, USA and Australia. Managing Director,
Aurora Funds Management.

Appointed 2000. Age 47.

H Karelis

B.Sc{Hons), MBA, ASIA, FAICD, CFA. Has a background in financial analysis
and funds managemernt both in Australia and overseas. Rirectorship also
held in Phylogica Limited {since 2005).

Appointed 2000. Age 35.

A Basten

Professor, AD, Fellowship of Australian Academies of Science and
Technologicat Sciences and Engineeting. Is a highly distinguished clinician
scientist. Currently Executive Director of the Centenary Institute of Cancer
Medicine & Cell Biotogy, Professor of Immunology at the University of Sydney,
Directorships also held in CenTec Ltd and Apolio Life Sciences pursuant to

his Centenary Institute executive director role,

Appointed 2002, Age 66.

L M Meintyre

D¢ Lisa Meintyre has over 12 years consulting experience for the life
sciences and biopharmaceutical industries, and has advised many of the
world's leading biotech companies. As a director of LE.K. Consulting,

she leads the Asia Pacific Life Sciences practice and ks an advisor to groups
including the New Zealand Government, CSIRO, Mayne Pharmaceuticals
and many local biotech companies, on strategic and commercial issues.

Dr Mdntyre is a director of the Garvan Institute of Medical Research and
a regular presenter at AusBiotech Conferences. She is also a director of
Atcor Medical Pty Ltd (2005).

Appointed 1 July 2004, Age 39.
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Partivalars of Hrachors’ hterest

Spacial Fesponsibilities Chrdiraary Shares Opstiony
Non Executive Director and Chairman. 50,000 25,000
Non Executive Director 120,000 50,000
Executive Director 800,000 440,000
Non Executive Director 10,000 5,000
Non Executive Director 13,000 6,500
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Company Secretary
Mr Robert Thomas was appointed as Company Secretary on 4 October 2000 and has held the role
comtinuously since that date.

Mr Thomas has over 35 years administration and financial management experience within stockbroking,
investment banking and commerce. His gualifications and memberships include being a Certified
Practising Accountant, Fellow of the Chartered Institute of Secretaries, and Master of Business
Administration.

Remuneration Report
This report outlines the remuneration arrangements in place for directors and executives of BioTech
Capital Limited {the company).

Remuneration Policy
The performance of the company depends upon the guality of its directors and executives. To prosper,
the company must attract, motivate and retain highly skilled directors and executives.

The Company has no employees, and fees for services provided by Directors and the Comparny Secretary
have been determined contractually, at arm’s length.

For these reasons, the Board has not appointed a Remuneration Comimittee.,

With the exception of the Managing Director, Harry Karells, who receives no fee in view of the payment
of management fees to Titan Bioventures Management Pty Ltd, of which he is a director and in which
he holds a financial intarest, the non-executive Directors are each paid a fee at a rate determined by the
Board and which ensures that the aggregate sum of directors’ fees is within any limitation imposed by
the Company's constitution.
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Remuneration of Directors:

HHIE Salary Supar  Hetrement Eaoasity Orthey Tt
& Faes ansatiom Banefits Choviiony Banetily BO00

WE B.ireland 20 - - - - 20

Chairman

{non-executive}

A.Basten 18 2 - - - 20

{non-executive}

A Davidson 20 - - - - 20

{non-executive)

H.Karelis - - - - - -

Managing Director

{see note below)

L.Mclrityre 20 - - - - 20

{non-executive)

Total Remuneration 78 2 - - - 80

HH)E Salary Supar  Hetrement Eaoasity Orthey Tt
& Faes ansatiom Banefits Choviiony Banetily BO00

WE B.ireland 20 - - - - 20

Chairman

{non-executive)

A Basten i8 2 - - - 20

{non-executive)

A Davidson 18 2 - - - 20

{non-executive)

H.Karelis - - - - - -

Managing Director

{see note below)

1Y.LLee 18 2 - - - 20

Total Remuneration 74 6 - - - 80

Remuneration Options

No director of the Company has received any options {listed or unlisted} as part of their remuneration
during this financial year {2004: Nil).
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Directors Meetings
The number of meetings of the company’s board of directors held for the year ended 30 June 2005, and
the number of meetings attended by each director were:

Rumibar of Mestings Mumber of mmetings

whitlet parson a Direcior Mktandad

W E B ireland 10 7
A ) Davidson 10 10
H Karelis 10 10
A Basten 10 8
L Mcirtyre 10 9

Auditor Independence Declaration to the Directors
The directors have received the auditors’ independence declaration which is included on page 42 of this
report.

Insurance of Officers
Buring the financial year, the company paid a premium of $54,054 to insure the direciors and secretaries
of the company.

The lighilities insured are costs and expenses that may be incurred in defending civil or criminal
proceadings that may be brought against the officers in their capadity as officers of the company or a
related body corporate,

Significant Events After the Balance Date

in July 2005 investee, Stem Cells Sciences ple {'SCS8’) raised GBPB million {approx. A$14 million) as part of
an PO and moves to list on the Alternative Investment Market {AIM} - part of the London Stock
Exchange. The PO share price of GBP0.97 valued BTC's investment at approximately A$5.6 million
compared with a cost of AS3 million. However, the Directors were of the opinion that the SCS investment
should not be revalued in BTCS accounts. Investee, Continence Controd Systems International,
commenced recruitment for the first human implants testing of its revolutionary treatment for severe
urirtary incontinence,

in August 2005 investee, Stem Cell Sciences plg, announced it had been awarded an exclusive licence to
commercialise novel technigques for growing brain cells from neural stem cells. The underlying technology
has been licensed from the University of Edinburgh.

Investes, XRT Ltd, secured new investment funds of approximately GBP1,615,000 from a syndicate of
UK investors. The price of this share issue placed a pre-money valuation of some GBP7,100,000 on XRT.
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This placed a value of approximately A$10 milion on BTCs investment in XRT (compared with a cost of
A%5,625,000), if its holdings of XRT convertible securities were converted to ordinary shares. However,
the Directors were of the opinion that the XRT investment shouwld not be revalued in BTC's accounts.

Likely Developments and Expected Resuits of Operations

Further information on likely developments in the operations of the company and the expected results
of operations have not been incorporated in the Directors report because the directors belisve it would
be likely to result in unreasonable prejudice to the company.

Environmental Regulation
The company is not subject to any significant environmental regulation in respect of its activities,

Shares Under Option

At the date of this report, Biotech Capital Limited had 44,677,419 unissued ordinary shares under option,
alf of which options are listed. The options expire on 10 October 2006 and have an exerdse price of
$0.55. The options may be exercised at any month end up to 30 September 2006 and then on their
expiry date, uniess otherwise determined by the Board in its absolute discretion.

Auditor & Non-Aadit Services

PricewaterhouseCoopers resigned as the company’s auditor, with effect from the Annual General
Mesting on 19 November 2004, With the approval of shareholders on 18 November 2004, PKF were
sppointed as the new auditor. In addition to audit fees, PKF were paid a net fee of $1,960 {excluding
GST) for the provision of taxation advice. Considering the nature of this professional advice and that
the company had sought the advice, the Directors do not consider provision of this non-audit services
advice impaired the independence of either firm as the company's auditor.

This report is made in accordance with a resclution of the directors.

insert signature

A J Davidson
Birector

Sydney
September 2005
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As lead engagement partner for the audit of BioTech Capital Limited for the year
ended 30 June 2005,
| declare that, to the best of my knowledge and belief, there have been:

{i} no contraventions of the independence requirements of the Corporations Act
2001 in relation to the audit; and

{it} no contraventions of any applicable code of professional conduct in relation
1o the audit,

PKF
Chartered Accountants

[isert signature}

MEIL G SMITH
Partner

Dated 30th day of September 2005
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Commensurate with its commercial objectives as a Pooled Development Fund, and the scale of its
resources, BioTech Capital Limited has in place corporate governance practices which pursue best practice
standards and recogrise the “ten core principles’ and recommendations of the ASX Corporate
Governance Councl, unless otherwise stated.

The appropriateness and effectiveness of these practices are subject to periodic review by the Board of
Birectors.

A Foundation for Effective Management and Board Oversight of Management:
The Board's governance responsibilities include:

w  setting down the Company's main commerdal goals and strategies for achieving these goals;

¥  ensuring the overall financial, human and material resources needed 1o properly pursue the business
goals, are provided;

v clartfying the individual responsibilities of board members and managers to ensure personal
accountability and to place restraint on the authority of each individual

¥ appointing and removing the Chief Executive Officer;

v  regularly monitoring financial performance and the achievement of short term objectives;

w  ensuring Enplementation of suitable internal control, compliance and complaints handling systems,
monitoring these and ensuring thelr continuing effectiveness,

Structuring of the Board to Add Vatue:
The Board s structured to provide:

¥ an adequate number {currently 5} of experienced, capable and committed individuals who dearly
understand their personal commerdal and legal responsibilities as directors, and are able to operate
very effectively as a Board under the needs and demands of the Company's particular field of
specialisation;

w  directors possessing a broad range of suitable academic, technical, financial and administrative skills,
whao are highly competent in dealing with the Company’s business and administrative needs, and the
persistent challeniges posed by change and emerging issues;

w  directors who have the ability to effectively review and challenge management performance, and
exercise independent judgement on issues at all operational levels;

¥  that a majority of the directors shall be ‘independent’ {currently 80%);

w that the Chairperson must be an ‘independent’ director;

w  that the roles of Chairman and Chief Executive Officer shall not be performed by the same person.

The current Board consists of 4 non-executive directors, and 1 executive director,

43



Each of the current directors has held office continuoushy since their date of appointment and these
details are:

W.E.B. Ireland; appointed 18 May, 2000,
A, Basten; appointed 27 june, 2002,

A, Davidson; appointed 14 March, 2000,
H. Karelis; appointed 18 May, 2000,

L. Mcntyre; appointed 1 luly, 2004,

A Due Diligence Committee, consisting of 1 independent director and 1 non-independent director
was established to attend to the special needs of the Management Rights buy-badi agreement,
completed in April 2004, The Committes was then disbanded.

A Nominations Committee has not yet been established, as the Directors consider it more appropriate
for the full Board to consider its membership structure and nominations issues.

Promotion of Ethical and Responsible Decision-Making:

The Board fosters a code of ethical behaviour requiring responsible personal conduct, well considered
decision-making and commitied performance of personal duties on the part of each Director and
company officer,

Should any Director have a material personal interest in a matter 1o be corsidered by the Board,
the Director will not be permitted to be present during the discussion of, or voting on, the matter.

Other than in the case of dealing in the Company’s securities, owing to the very subjective nature of the
behavioural issues invelved, the expected high standards of honest and ethical behaviour have not been
set in the form of written reguirements and guidelines. There is no written Code of Conduct providing
guidance on compliance with legad, ethical and other obligations to the Company's stakeholders,

The general rule is that any behaviour on the part of directors and officers which is Hkely to bring the
Company into disrepute, is totally unacceptable.

The highly technical nature of the Company's life-sciences area of specialisation also means that from
time to time, in order to gain the necessary level of understanding for responsible, well-informed
decision making, the Board needs to receive skilled independent scientific advice. With the approval

of the Board and at the company's expense, a Director also has the right to seek independent legal or
professional advice concerning any aspect of the company's operations, if this is necessary for fulfilment
of the Directors duties and obligations as a Director. The Board has not 1aid down criteria for these
purposes but would not deny any reasonable reguest by a Director for the right to seek such
independent advice.
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Safeguarding Integrity in Financial Reporting:

The Company has in place a structure to ensure the truthful and factual presentation of the Company’s
operating resubts and financial position, and a process to monitor and ensure the independence and
competence of the Company’s auditors,

Bevelopment and finalisation of the Company's accounts are under the scrutiny of the Audit Committee
consisting of a non-executive director and the Company Secretary. Although this is less than the
minimum committee size of 3 persons recommended by the ASX Corporate Governance Council, it is
considered adequate for the needs of the Company at this stage. This also takes into consideration the
fact that the Company’s accounts are prepared by an independent Chartered Accountant.

The members of the Audit Committee at the date of this report are Non-Executive Director, Alastair
Bavidson, and Comparny Secretary, Robert Thomas. Both are qualified accountants and have considerable
experience in the financial administration of public companies, and the preparation and presentation of
Statutory Reports and Accounts in accordance with prevailing legal requirements and accounting
standards. The Audit Committee does not have executive authority and must provide its findings and
recommendations solely for the Board's consideration.

in addition to ensuring the continuing adequacy of internal controls, the Audit Committee reviews:

#  Half yearly and annual financial reports for submission to the Board
w  The effectiveness of the audit processes and communication with the external auditors on accounting
and internal controf issues.

Audit Committee Meetings Meld During the Financial Period:

flaetings Hald fheetings Attended
Alastair Davidson 2 2
Robert Thomas 2 2

The Managing Director is also required to provide the Board with written certification that in all material
respects:

w the Company's Hinancial statements provide a true and fair view of its finandal condition and
operational results;

s the integrity of the financial statements is based upon a sound system of risk management and
internat compliance and control, implementing the policies adopted by the Board; and

# the Company’s risk management and internal compliance and controf system is operating efficently
and effectively in all material respecis.
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The external auditor ks invited to attend alf general meetings and to:

w  express any matter which 8 of concern to the auditor or raise any matier considered as being in the
interests of the Company to discuss; and
v invite and respond to guestions from shareholders.

Making Timely and Balanced Disclosure:

In keeping with the principles of continuous disclosure, the Directors have taken measures 1o ensure
timely, and meaningful disclosure of material information concerning the Company, to shareholders and
the general public.

In accordance with ASX Listing rules, the Company will immediately notify ASX of any information which
the Board considers would be likely to have a material effect on the price or value of the Company’s
securities, or which could influence a person to buy, sel or hold its securities,

Half-yearly reviews of the Company's regulated investments are mailed to shareholders, and all reviews,
announcements and reports are posted to the Company's website {www.biotechcapital.com.ay)
immediately following their release to the Australian Stock Exchange.

The Company also has a policy of ensuring that all media comment is provided by the Chairman or the
Managing Director only.

Respecting the Rights of Shareholders:

The Company informs its shareholders through formal means, eg ASX releases and members’ meetings,
and informally through its website and in response t6 written and verbal communications. Any
shareholder expressions of concern or apinion are referred to the Directors for their consideration and
preparation of a reply.

Al enguirtes by shareholders, investment intermediaries and the general public are promptly and
comprehensively responded to {by a Director or the Company Secretary) with due awareness of the need
to restrict such information and explanation to material which has already been released publidy
through the proper channels,

Recognising and Managing Risk:
The Directors have not appointed a Risk and Complance Committee. The Board thus retains direct
responsibiity for risk and compliance issues.

The multiple risks inherent in operating the Company and managing its investments, are managed by
& number of means designed to avoid or minimise any adverse material financial impact. These indude:

v reviews and reports to the Board by the Audit Committee on compliance with and continuing
appropriateness of internal controly;

v reviews by the Board of the scope, practical application and thoroughness of the system of internal
controb and the Company's means of recognising and protecting itself against material risk;
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s reviews and reports on the systemn of risk management, internal compliance and control, given to the
Board by the Managing Director;

v  reports from the Company’s insurance broker concerning the adeguacy of insurance cover and
cccupational health and safety issues;

¥ reports and recommendations received from the external auditor during the process of reviewing the
accounts and internal controls.

Given that the Company’s business focus is upon providing patient equity capital to new Australian
enterprises endeavouring to exploit commercial opportunities in the life-sciences field, the major
financial risk is that the Company’s investment will be lost or will materially lose value. This could occur
under a variety of circumstances including where the underlying erterprise later completely fails, or
commerciatly suffers in a significant way, eg due to excessive marketing difficuities or delays, product
failure, sericus management or funding problems, ete.

in the case of Hsted investee companies, there is also a risk of loss in market value reflecting adverse
share price fluctuations,

The innovative nature of the investee enterprises also tends to increase the investment risk involved.
The Board endeavours to reduce investment risk by a number of means, induding:

v requiring all investments to be made in full compliance with the Pooled Development Funds Act 1992
and the general rationate of the PBF Program;

v unless otherwise authorised by the Directors in writing, requiring all investimenis to be made in
accordance with the Company's stated investment policy;

¥  ensuring proper evaluation of new investment opportunities by means of a thorough due diligence
assessment;

w  placing & lmit on the maximum amount which can be invested in a single investee;

#  ensuring investees have taken proper steps to secure their intellectual property rights;

¥ ensuring each investee has a proper business plan, finandial budgets and has established dear,
achievable, commercial goals;

v diversifying investrnent over a number of different companies, each aiming at a different potential
market area or niche;

¥ appointing a director to the board of an investee company when possible, 1o assist with its
governance and development.

Encouraging Enhanced Performance:

With the approval of shareholders given on 8 April 2004, the Company appointed Titan Bioventures
Management Pty Ltd {'Titan’} to manage the Company’s investments. The Company's Managing Direclor,
Harry Karelis, is a director of and holds a financial interest in Titan.
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The management terms provide for payment of an annual management fee of 2% to Titan, based on
the value of the underlying portfolio. Payments are made monthly, based on the value of the portfolio
at the end of the previous month.

in addition to the management fes, the agreement provides for payment of a 'performance fee’
incentive to Than, equivatent to 10% of any gains realised on disposal of an investment, less any
urrealised losses in the remaining portfolio and less a 30% rebate of the performance fee thus
caleulated.

Within this context and the other requirements of their corporate governance roles and responsibilities,
the Directors thus oversee the investment activity and performance of the investment manager. They also
atm to ensure that Titan always diligently fulfils its management obligations and that it does so in full
accordance with the aims and interests of the Company, and in keeping with the Company's stated
investment policy.

Except for the Managing Director’s indirect participation in the fees and incentives payable to Titan,
a3 described above, the Board has not established formal procedures for reviewing the individual
performance of the other Directors and Company Secretary.

Remunerating Fairly and Responsibly:
The Company has no employees, and fees for services provided by Directors and the Comparny Secretary
have been determined contractually, at arm’s length.

For these reasons, the Board has not appointed a Remuneration Comimittee,

With the exception of the Managing Director, Harry Karells, who receives no fee in view of the payment
of management fees to Titan Bioventures Management Pty Ltd, of which he is a director and in which
he holds a financial interest, the non-executive Directors are each paid a fee at a rate determined by the
Board and which ensures that the aggregate sum of directors’ fees is within any limitation imposed by
the Company's constitution.

Particulars concerning Directors’ remuneration are set out in the Qirectors’ Report and in Note 14 of the
Financial Report.

Recognising the Legitimate Interests of Stakeholders:

The Board recognises that the Company has legal and other obligations to stakeholders who are not
holders of the company’s securities. These include dients, customers, creditors, and the community as a
whotle.

The Company endeavours to conduct its operations in a manner which ensures compliance with the law,
full and timely performance of contractual commitments, adherence to recognised codes of practice,
maintenance of confidentiality and due fulfilment of other compliance needs and expectations.

The Company is not subject 1o any significant environmental regulation in respect of its activities.
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FHIE 2504
iy 4000
Revenue from ordinary activities 81 957
Management fees {884) {949)
Other expenses from ordinary activities {431} {655)
Repurchase of management rights - {607}
Realised loss on non-current investment {1,009} -
Unrealised loss on non-current investment - {3,399}
{2.384) {5610}
Loss from ordinary activities before
related income tax benefit {1,573 {4,653}
income tax benefit relating to
ordinary activities 411 662
Loss from ordinary activities after
related income tax benefit {1,161} {3,991}
Net foss attributable to members
of BioTech Capital Limited {1,161} {3,991}
Net increase {decrease) in asset
revatuation reserve {3,390} 7,368
Total revenues, expenses and valuation
adjustments attributable to members
of BioTech Capital Limited recognised
directly in equity {3.392} 7,368
Total changes in equity attributable
to members of BioTech Capital Limited
other than those resulting from
fransactions with owners as cwners {4,55) 3,377

Basic earnings/{loss) per share

{1.30) cents

{4.37% cents

The above statemnent of financial performance

should be read in conjunction with the
accompanying notes.

siefech O
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1 30 June 2005

L, 6.9“\
P

As

A% 2004
S70H 000

Current Assets

Cash assets 12,920 12,839

Receivables 2 217

Deferred tax assets 2 691
Total Current Assets 12,924 13,747
Non-Current Assets

Other financial assets 29,513 34,556
Total Non-Current Assets 29,513 34,556
Total Assets 42,437 48,303
Current Liabilities

Payables 192 172

Current tax Habilities - -
Total Current Liabilities 192 172
Non-Current Liabilities

Deferred tax Habiities 1 1,334
Total Non-Current Liabilities 1 1,334
Total Liabilities 193 1,506
Net Assets 42,244 46,797
Equity

Contributed equity 43,332 43,332

Accumulated losses {5,064) {3,903}

Reserves 3,978 7,368
Total Equity 42,244 46,797

The above staternent of financial position
should be read in conjunction with the

accompanying notes.
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SO £1000

Cash Flows from Operating Activities

interest received 730 963

Other income received 80 2

Managers fees paid {B34) {1,144)

Payments to suppliers {317} {571}

Income taxes paid - {158)

Repurchase of management rights - {607}

Net cash (outflow) from

operating activities TE {391} {1,515}
Cash Flows from Investing Activities

Payments for investments {3,995} {11,114}

Proceeds from sate of investments 4,467 -

Net cash inflow {outflow)} from

investing activities 472 {11,114}
Cash Flows from Financing Activities

Proceeds from Issue of Shares - 7,531

Share Buy-Back payment - {3,189}

MNet cash inflow from finanding activities - 4,342
Net increase (decrease} in Cash Held 81 {8,287}
Cash at the beginning of the financial year 12,839 21,126
Cash at the End of the Financial Year 12,920 12,839

The above statemnent of cash flows should
he read in confunction with the
accompanying notes.
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This general purpose financal report has been prepared in accordance with Accounting Standards, other
authoritative pronouncernenis of the Australian Accounting Standards Board, Urgent fzsues Group Consensus
Views and the Corporations Act 2001

It is prepared in accardance with the historical cost convention, except far certain assets which, as noted, are at
vatuation. Unless otherwise stated, the accaunting policies are consistent with those of the previous year.

{a) Income Tax

Tax effect accounting procedures are followed whereby the income tax expense in the statement of financial
performance s matched with the accounting profit after allowsing for permanent differences. The future tax benefit
relating to tax iosses is not carried forward as an asset unless the benefit is vistually certain of realisation. lncome
tax on cumuiative tireing differences is set aside to the deferred income tax or the future income tax benedil
accounts at the rates which are expected to apply when those timing differences reverse.

Being & Pooled Deveiopment Fund, the company is taxed at 15% on it regulated investment activities and 25%
on other income.

{b) Acquisitions of Assets

The purchase method of accounting is used for all acquisitions of assets regardless of whether equity instruments
or other assets are acguired. Cost is measured as the fair value of the assets given up, shares issued or fahilities
undertaken at the date of acauisition plus incidenial costs direcily attributable o the acguisition.

{t) Revenue Recognition
Interest is brought o account on an accruals basis.

Dividend income is recognised in the statement of financial performance when receivable.

{d) investments

The Portfalio of investments in unlisted securities forms one class of asset which is classified as nor-current,
reflecting the expected holding periad. The investrients are initialiy recorded at cost and the porticlio 3 camed at
ihe lower of cost and recoverable amount

The Porifalio of investments in listed securities Tarms another class of asseis. These investrments are alse classified
as non-currert and have been valued on the basis of their three day average quoted mid-market price, of three day
vaiume weighted average price, prior to the end of the reporting pariod. A discount of between 5% 10 25% i5
then applied to reflect sixch issuss as size of holding and liguidity, Any upward revision in carrying value s also
adjusted o reflect a provision for taxation, caiculated at the sate of 15% due to the company's Pooled
Developrment Fund status.

sifech
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{e) Cash
For purposes of the statement of cash fiows, cash includes deposits at calf and bank bifls which are readily
convertibie to cash on hand and are subject 1o an insignificant risk of changes in value.

Bank bills have been purchased in the markel at a discount io face value. The bills are carried at an armiount
repfesenting cost and a portion of the discount recognised as income on an effective yield basis. The discount
brought 1o account each period is accounted for as interest received.

{f) Trade and Other Creditors
These amounts represent labifities for goods and services provided 10 the cormpany pricy to the end of the financial
year and which are unpaid. The amounts are unsecured and are usually paid within 30 days of recognition.

{g) Earnings per Share

(i} Basic earnings per share
Basic earnings per share is determined by dividing net profit after incame tax atiributable to members of the
company, excluding any costs of servicing equity ather than ordinary shares, by the weighted average number
of ardinary shares outstanding during the financial year, adjusted for bonus elements in ordinary shares issued
duting the year.

(i} Diuted sarnings per share
Diluted earnings per share adiusts the figures used in the determination of basic earnings per share 1o take
into account the after incorme tax effect of interest and other financing costs associated with ditutive potential
crdinary shares and the weighted average number of shares assumed to have been issued for no consideration
in relation 1o dilutive patential ordinary shares.

{h) Rounding of Amounts to Nearest Thousand Dollars

The company is of a kind referred 1o in Class Order $8/0100, issued hy the Austrafian Securities & Investiments
Cormission, relating to the "rounding off” of amounts in the fnandal report. Amounts in the financial report
have heen rounded off in accordance with that Class Order to the nearest thousand dollars ar, in certain cases, 1o
the nearest dollar,

{i} tmpact of Adopting Australian Eguivalents to international Finandial! Reporting Standards
BioTech Capital Limited (" BioTech”) wili be required 1o adopt Australian Accounting Siandards Board {"AASE")
equivalents to International Financial Reporting Standards ("AIFRSS™) for its financial reporting at the half year
ended 31 Decernber 2005 and the full year ending 30 June 2006,
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At these dates a first-time adopter of AIFRS will be required 1o restate its cormparative financial staterments using all
AIFRSS, except for:

s AASE 132 Finardal nstruments: Disclosuse and Presentation;

+  AASE 139 Finandal Instrurnents: Recognition and Measurerment;

s AASE 4 dnsurance Coniracts; and

«  AASE 6 Expioration for Bvaluation of Mineral Resources.

For BioTech this means the preparation of an opening balance sheet in accordance with AIFRSs as at 1 July 2004,
with the majority of restatement adiustments being made retrospectively against opening retained earmings.

During the year ended 30 June 2005, BioTech established a project team to manage the transition to AFRS: who
have been working on the project together with independent experts. As a resull of these procedures, BioTech has
graded impact areas as either high, mediurm, ar low and has established dedicated project teams o address each
of the areas in order of priority as represented by the grading.

An AIFRS steering committee has been established o oversee the progress of each of the project teams and make
necessary decigons. Regular updates were pravided to the audit committes. As BioTech has 2 30 June year end,
pricaly has been given ta considering the preparation of an opening balance sheet in accordance with AIFRSs as at
1 July 2004, Set oui below are the key areas where accournting policies have changed and may have an impasct on
ihe financial repo.

The amounis disclosed below are a best estimate as at the dale of preparing the fnancial statements and rmay

change due ic:

»  further work being performed by the AIFRS project tearn; and

»  Potential amendmenis o the AIFRS and interpretations thereof being issued by the standard-setters and the
Intermationat Financial Reporting Interpretations Committes (“FRICT)

Financiad instruments

The directors have elected {0 apply the first-time adoption exemption available to BioTech to defer the date of
transition of AASE 132 Financal instrumients: Disclosure and Presentation, and AASB 138 Firancial Instruments:
Recogrition and Measurement 1o 1 July 2005,

Accordingly, nt imipacts have beer: quantified in the 30 June 2005 financal statements. Under AASE 139, financial
instruments wilt be required o be dlassified inta five categories which will in turn determine the accounting
rreatment of the item. The classifications are:

¢ lnans and receivables — measured at amortised cost;

»  financial assets held to maturity — measured at amortised cost;

»  financial assets held for trading — measured at fair value with fair value changes charged to profit and loss;

»  financial assets available for sale — raeasured at fair vaiue with fair value changes taken 1o equity; and

»  non-trading fakilities — measured at amortised cost.

B
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This will resdt in & change in the current accounting policy
measaremeant is al amortized cost, with certain derivative finandial instruments not secognised on the batance sheet,

The investments held by BioTech will be classified as available for sale and measured at fair value, with changes in
fair value recagrised direcily in eguity, except for impairment fosses, until the underlying asset is derecognised. This
ireatment is the current approach adopted under AGAAP Therefore the impact an the transition o AFRS and as at
30 June 2005 wili be nil,

Impairmernt of Assets

Undar AASE 139 Fnandal instrurmenis; Recognition and Measurement, a financial asset or a group of finandcia
Fssets s impaired and impaisment losses are incurred if, and anly if, there is objective evidence af impairment as a
restlt of one of more evenits occurred afler the initial recognition of the asset and that ioss event has an impact on
ithe estimated future cash flows of the firancial asset or group of financial assets that can be reliably estimated.

This waill resclt in a change in the current accounting palicy which deterrvines the racoverasble amount af an asset
on the basis of applying undiscounted cash fiows. Under the new policy, the recoverahility of an asset will be
determined based an discounted cash fiows, as well as other valuation technigues such as option pricing modals,
It is fikely the impairment of assets will be recognised sooner and that the amount of any weite-downs may be
greater. In accordance with AASE 1 First-time adoption of Australian Equivalents to international Firancial
Reporting Standards, the carmying amount of financial assets at transition date has been tested for irpairment and
na initial impairment losses are o be recognised on ransition tn AIFRS.

Income Taxes

Undar AASE 112 [ncome Taxes, the Company will be required to use a balance sheet liability method which
focuses an the tax effects of fransactions and other events that affect amounts recognised in either the statement
of financial position or a tax-based balance sheet. The impact on the company’s opening balance sheet as at 1 July
2004 witl be the recogaition of a current tax asset of $5,157 and the recognition of a deferred tax liability of
51,300,263

The impact an the company’s dosing halance sheet as at 30 June 2005 wili be the recognition of a deferred fax
Fabifity of $765,581 and a deferred tax asset of $1,164 for the parent entity.

Refained Farnings and Reserves — Transitional Adjustments

With firited exceptions, adjustrrents required on first-time adoption of AIFRS are recognised directly ir retained
earnings o, it appropriate, ancther category of equity, at the date of fransition to AIFRS. The cumulative effect of
these adiustments for the company will be a decrease in retained earnings of $5,157.

Adjustreents requited on first-time adoption: of AFRS recognised directly to reserves at the dale of transition ic
AIFRS. The cumulative effect of these adjusiments for the campany will be a decrease in reserves of $1,300,263.
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Interest 731 955
Other 80 2
811 957
BEris fam
The income tax benefit for the financial period differs
from the amount calculated on the loss at a 25% rate.
The differences are reconciled as follows:
Loss from ordinary activities before income tax benefit {1,573 {4,653}
Income tax benefit calculated at 25% rate {see note 1{a)) 393 1,163
Norn-deductible costs relating to contract termination - {161}
Effect of lower tax on Investment Income 18 {340)
Aggregate income tax benefit 411 662
Aggregate income tax benefit comprises:
Current tax provision - -
Provision for deferred income tax - {26}
Future income tax benefit 411 688
411 662
Blayhas & i5
Cash at bank and on hand 638 479
Bank biis 12,282 12,360
12,920 12,839
Fota % aides
Interest receivable 2 1
ST recoverable - 154
Income tax recoverable - 62
2 217
Srofech O 57
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Other Financial Assets — Non-Current
Investment in listed companies — at market value
Alchemia Limited 1,599 1,880
Jinical Cell Culture Limited 8,529 12,371
Starpharma Holdings Limited 1312 2,031
Prima Biomed Limited 720 -
Phylogica Limited 354 -
16,144 16,282
investment in undisted Companies — at cost
Proteome Systems Ltd - 1,976
Pacific Knowledge Systems Pty Lid 2,198 2,075
XRT Ltd 4,125 4,000
Xenome Ltd - 3,500
Stemn Cel Sciences Ltd 3,800 3,000
Continence Control Systems 2,000 2,000
Biocomm Services Pty Limited {see note below) 423 100
11,746 16,651
Investments in Convertible Notes
Pacific Knowledge Systems Pty Lid 123 123
XRT Ltd 1,500 1,500
1,623 1,623
Total Non-Current Other Financial Assets 29,513 34,556
Summary of changes in non-current investments
Opening 34,556 18,173
Acquisitions 3,905 11,114
Disposals {5,471 -
Revaluations {3,561} 5,269
Closing 20,513 34,556
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Baote 7 Pa 3
Managers fees payable — director-related entity 77 24
Director fees payable 73 68
Trade creditors 17 58
Audit fees payable & 22
GST payable 19 -
192 172
Frods 3
2005 P A 2504
Shares S0 Shared 4000
{a) Share Capital
Fully paid ordinary shares 89,354,905 43,332 89,354,905 43,332
{b) Movements in ordinary share cagital:
204 Pt 2304 2004
Me, af fgnie E0iEEs Mo of Prive 204
Diate Dreraiic Sharas Price R Ghares f550E 4000
30/06/2004  Opening Equity 89,354,905 43,332 80,030,100 38,990
Shares issued
during the year
30/09/2003  Exercise of options - - 15,269,805 0.50 7,635
30/09/2003 Transaction cosis
refating to
share issues - - - {104}
- - 15,269,805 7,531
Shares bought
back during the year
{see note below):
08/04/2004 Share Buy-Back/
Cancellation - — {5,945,000} {3,189}
(5,945,000) {3,189)
30/06/2005  Closing Equity 89,354,905 43,332 89,354,905 43,332

Note: The share buy-backicancelfation involved some 6.24% of the then-issued shares and represented
shares bought from Challenger Financial Services Group Ltd entities in connection with the investment

management rights buy-backftermination.

siefech O
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{c) Ordinary shares
Crdinary shares entitle the hoider to participate in dividends and the proceeds on winding up of the company
in proportion 1o the namber of and amounis paid or the shares held,

On a show of hands every holder of ordinary shares present at a meeting in person of by proxy, is entitled o
one voie, and upan a poil each share is enditled to one vate.

P 2004
iptions Opiiors
{d) Issued Options
Options exercisable at $0.55 expiring 10/10/06
{"Oct '06 options”} 44,677,419 44,677,419
{e) Movements in options:
A5 2005 2004 204
R, of Exmreise Mo, of
Diate Dretatl yticns Prica Ohstinms Brigs
30/06/2004 Opening issued Options 44,677,419 $0.55 41,300,000 $0.50
30/09/2002  Exercise of Sept ‘03 options - - {15,269,805} $0.50
30/09/2003  Expiry of Sept ‘03 options - - {26,030,195} $0.50
Total Exercised and Expired - - {41,300,000) $0.50
01/10/2003  Balance of lssued Options - - - -
10A10/2003  lssue of Oct '06 options - - 47,649,919 $0.55
Total lssued - - 47,649,919 $0.55
08/04/2004  Buy-Back/Cancellation of Oct '06
options {see note) - - (2,972,500} $0.55
Total Bought/Cancelled - - {2,972,500; $0.55
30/06/2005 Closing lssued Options 44,677,419 $0.55 44,677,419 $0.55

Note: The Oct ‘06 options buy-backicancellation involved some 6.24% of the then-issued options and
represented options bought from Challenger Financial Services Group Ltd entities in connection with the
investment management rights buy-backftermination.
{fi Options
The 44 677,419 1ssued options entitie holders 1o convert the options into ordinary shases, by complet:on and
lodgernent of an Exercise Notice and payment of the exercise price of $0.55 per unit,

Each option is convertible inta 1 share which will rark pan passu with all other ordinary shares. The options are

exercisable {in parcels of not fess thar 100 aptions} at any month end up to 30 September 2006, and then on

their final expiry date of 10 October 2006, unless othenwise determined by the Board in its absolute discretion,
&0
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Retained profits{Accumulated losses) at the
beginning of the finandal year/period {3,903) B8
Net foss attributable to members of the parent entity {1,161} {3,991}
Retained profits{ Accumulated losses) at the end
of the financial year {5,064) {3,903}
Prode 1O H S
Asset Revaluation Reserve 3,878 7.368
3,878 7.368
{i} Asset Revaluation Reserve Movements During the Year
Opening Balance 7,368 -
Revaluation increment {decrement} on listed investments,
net of 15% tax {3,390} 7,368
Closing Batance 3,978 7,368

This reserve refiects the net gain, less 15% tax, arrived at after offsetting unrealised gains and unrealised lasses an
e company’s regulated investmenis,

Urirealised gains and unrealised losses are arsived at by comparing the balance date value of each invesiment, as
determined in accordance with the campary's declared valuation policy, with the investrnent’s cost price.

These calculations do rot take into account incertive Tees which might be payabie to the Manager, or other
persors, relating to gains realised on disposal of any investrnents,

The batance of this reserve does not represent funds available for distribution to sharehalders in specie, because of
the unreatised nature of the net gain involved.
A0 Juse F0HE

iy 5408
11

Total equity at the beginning of the financdial year/period 46,797 39,078
Total changes in equity recogrised in the statement of
financial performance {4,552} 3,377
Total movements in contributed equity - 4,342
Total equity at the end of the financial year 42,244 46,797
siefech O b1
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i ¥ % Lash £ iy Jperating ACE E
Operating loss after income tax {1,161} {3,991}
Non-Cash Investing Activities
Unrealised Loss on Investment - 3,399
Realised Loss on Investment 1,009 -
Changes in assets and liabilities:
{IncreaselDecrease in other debtors - {119)
{Increase}Decrease in future income tax benefit 689 {687)
{Decrease)fincrease in provision for income tax payable 60 {31}
{Decreaselfincrease in deferred tax labilities {1,161} 25
{Decreaselincrease in payables 173 {111}
Net cash flow from operating activities {321} {1,515}
B EER AY 52

lv July 2005 Stem Cetlis Sciences ple {"SCS”) raised GEPE milion {approx. A%$14 million) as part of an PO and moves
10 dist on the Alternative Investrnent Market (A} — part of the London Stock Exchange. The PG share price of
GBPO.97 valued the company’s investment at approximately A$5.6 miflion compared with a cost of A$3 million,

The Directors are of the opinion that the SCS invesiment should not be revalued in the company’s accounts,

Corttinence Cortral Systerns international, commenced recruitment for the first human implants testing of is
revolutionary treatment for severe urinary incontinence.

ln August 2065 SCS announced it had been awarded an exclusive licence to commerdalise navel technigues
for growing brain cells frorm neural stern cefis. The underlying technotogy has been licensed from the University
of Edinburgh.

XRY Ltd, securad new investment funds of approximately GBP1,615,000 fram a syndicate of UK investors,
The price of this share issug placed a pre-money vaiuation of same GEP7, 100,000 on XRT.

This placed a value of approxirmately A510 milion on the company’s investraent in XRT (compared with 2 cost of

A55.625,0600) i its holdings of XRT convertible securities were corverted to ordinasy shares. The Directors are of
the opinion that the XRT investment should not be revalued in the companys accounts.
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{ay Mame and position of Directors of the company in office at any time during the financial year:
WE R ireland - Chairman (non-execiutve)
& Basten — non-executive
& 1 Davidson — nan-executive
H. Karelis — Managing Direcior
L. Molntyre — norn-axecutive {appointed 1 July 2004)

{b) Remuneration of each Director during the year (see also notes below)

Salary Gifpar Retiranment oty b Vizrtad
0 and Pous  arrsuaation Farerfits Uiptiars Barwfits &4
WLEB. iIreland 20 - - - - 20
Chairman {non-executive)
A. Basten {non-executive) 18 2 - - - 20
A, Bavidson (non-executive) 20 - - - - 20
H. Karelis Managing Director - - - - - -
{see note below)
L. Mcintyre {non-executive) 20 - - - - 20
Total Remuneration 78 2 - - - 8¢
Salary

2004 and Feey

WLEB. iIreland 20 - - - -

Chairman {non-executive)

A Basten {non-executive) 18 2 - - - 20
AL Davidson (non-executive) 18 2 - - - 20

H. Karelis Managing Director - - - - - -
{see note below)
LY.L Lee 18 2 - - - 20

Total Remuneration 74 6 - - - 80

{t) Remuneration Options
Mo Director of the company has received any aptions fisted or urlisted) as part of thelr remuneration dusing this
financial year {2004: Nil}.
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{d) Remuneration Practices

With the exception of the Maraging Directos, Mr Karelis, the remunaration of sach Direcior has been established
on the basis of a flat fee, inclusive of any superannuation berefit. Thus there is no direct fink, as such, between
performance and the level of remunesation. Ms Mdntyre is an executive of LE K Consuiting Pty Lid, which invoices
for her services on a quarierly basis.

il

Mr Karelis is a major shareholder and managing director of Titan Bioventures Management Pty Lid, the company’s
investment marager. My Karelis has not been and is not being remunerated by the company, however dusing the
year fig has received and will receive bienefits froms his equity interest in and services provided to Titan Bioventures
Managernent Pty Ld {"Titan"”}. Getails of management fees paid and payable during the vear to Titan are showrn
in note 16,

{e) Equity instrument disclosures relating to Directors

Option holdings

The rumbers of options aver cedinary shases in the company held during the financial year by each Director of
BioTech Capital Limited, inciuding their personally-related entities, are set out below.

Eaeroisatie

fhie

i o

Start of { righ 7
Hame of § ¢ tha Year sration  the Year  the Year  the Year  the Yaar
WEB. reland 25,000 - - - 25,000 25,000
A, Basten 5,000 - - - 5,000 5,000
AL Davidson 50,000 - - - 50,000 50,000
M. Karelis 400,000 - - - 400,000 400,000
L.M. Mclrtyre 6,500 - - - 6,500 6,500

No options are vested and unexercisabie a1 the end of the year.
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Share holdings

The nurabers af shares i the company hald dusing the finandal year by each Director of BioTech Capital Limited,
incleding their personally-refated entities, are set out below.

Balance at the

Hame of Direttor Start of

Received during

e Year ont

Batance at the

Ergd of the Yaar

Ordinary shares

VWLEB. ireland 50,000
A, Basten 16,000
AL Davidson 100,000
H. Karels 800,000
L.M. Mclrtyre 13,000

50,000
10,000
120,000
800,000
13,000

Biosta b5 Hary of Buditoss

A0 Juse 20085

30 ins 2004

& &
PKF {2004 Pw(C - Austratian Firm)
Remuneration for audit or review of the financial statements 15,137 31,350
Remuneration for taxation services 1,000 -

siefech O
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{a) Remuneration benefits
Information on remuneration benefits of Directors is disclosed in note 14

{b) Transactions of Directors and director-related entities concerning shares or share options
Aggregate number of shares and shase options of Biotech Capital Limited acquired or disposed of by Directors of
the company ar their director-related entities,

2004 2004

e [N wests

Ordinary shares acquired/{disposed of} 20,000 730,000
Options over ordinary shares acquired/{disposed of) - {296,000}

Aggregate number of shares and share options of Biotech Capital Limited held directly, indirectly or beneficially by
Directoss of the cornpany or their director-refated entities at balance date.

{c) Transactions with specified Directors and director-related entities:
There were no director appointments or resignations during the financial year,

The terrms and conditions of the transactions with Directors and their director-refated entities were no favourahle
than those availzble or which might reasonably be expected to be available, on similar transactions o non-director
entities on an arm's length basis.

Titan Bioventures Management Pty Lid {"Titan"), & cornpany inwhich Harry Karelis is a direcior and hoids a
finandial interest, is the Manager of Biotech Capital Liméited and cammenced this rale on 9 April 2004, Mr Kaselis

was also an executive of the previous Manager, Challenger Biotech Managemend Limited (" CEML").

Fusther details of the basis upon which the company terminated the management agreement with CBML and
entered into a new management agreement with Tian, are shawn below and in note 8,
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The Manager is entitied to be paid an annual management fee equal 1o 2.0% of the net value of the assets
calculated on a quarterly hasis. During the period to 30 june 2005 the management Tees payabie were $883 837
{2004: $348,793% These fees were payable as follows:

A Juige 20005 30 June 2004
Challenger Biotech Management Limited - $702,984
Titan Bioventures Management Pty Ltd $883,837 $245,815

Payments made o payable to Mariner Financial Limited of which W.EB. Irefand is a director were $25,150 by way
of a company secretarial fee.

Performarnce Fee:

The Manager is aiso entitled i receive a performance fee of 10% of the difference between the realised value of
an invesiment and the cost of the investment. This performance fee is to be reduced by any unrealised losses that
may exist ir the balance of the investreent porticio, and the company is also entitied 1o 2 rebate of 30% on any
performance fee payabie. No performance fee was payable during the period. The balance date contingent fiahility
relating to the performance fee is shown in note 20

B ¥ - drEer
The company operates in one business segraent where it invests in entities operating in the life-science/
biotechnology sectors.

The company operates in ane geographical segment, being Australia.

B ;
Net fair value of financial assets and liabilities
(i On balance sheet
The net fair value of cash and cash eguivalents and non-interest hearing rmonatary finandial assets and
financial fabilities of the company approximates their carmying amounts shown below,

Pk P k]

The companys policy relating 1o the valuatian of investrients traded on argamized markets, and cnlisted
imvestrrents has been described in note 1{d).

B
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At year end the balances of a
30 June 2005

[
PRI

nd effective interest rates earned on financial assets were as folfows:

Welghted Avarags

Fistancial Assats Fafars frebmrast Fabs Effective Intarest Rats
G
Cash 638 Floating 4.25%
Bank bilk 12,282 Floating 5.63%
Receivables 2 N/A -
Other financial assets: N/A -
Listed investments 16,144
Uniisted investments 13,369
Total financial assets 42,435
Total financial labilities:
Payables 192 N/A -
Provisions - N/A -
Net financial assets 42,243

30 June 2004

Financial Assers

a5t Rate

Wizighvted Average

nlerest Rate

Cash 479 Floating 5.41%
Bank bills 12,360 Floating 5.42%
Receivables 217 NFA -
Other financial assets NFA -
Listed investments 16,282
Uniisted investments 18,274
Total financial assets 47,612
Total financial labilities:
Payables 172 NIA -
Provisions - NEA -
Net financial assets 47,440

The company has no unrecognised financial instruments at balance date.

The company’s maximum exposure ta credit risk at balance date in relation 1o each class of recognised

financial asset is the carrying amount of these assels.



A0 Juse 20085 30 hins 20604

Basic earnings/{loss) per share, based on the {1.30) cents {4.37) conts
after tax benefit loss of $1,161,227 per share per share
Weighted average number of ordinary shares used as the 89,354,905 91,268,688
denominator in calculating basic earnings per share shares shares

For the purposes of Diluted EPS there have been no difuting potential ordinary shares outstanding dusing the year.

Performance Fee

It has been assessed that if all investments were realised at their balance date book values, and after taking
intG account the company's rehate entitlernent, the performance fee payable 1o the Manager wouid be
approsirnately $287, 000,

The basis of the perfarmance fee calcuiation has been described in note 16

e



The Directors of the company deciare that:
1. the finandial statements and notes as set out on pages [xd ta [xx, are in accordance with Corporations Act 2007,
fa) comply with Accounting Standards and the Corporations Regulations 2001, ard

iby give a true and fair view of the cornpany’s financial position as at 30 June 200% and of is perfarmance,
as represented by the resuits of its operations and its cash flows for the financial year ended on that date.

2. the Chief Executive Officer and Chief Financial Officer have declared that:

{a) the fnancial records of the company for the financial year have been properdly maintained in accardance
wilh section 286 of the Corporations Act 2007,

iby the financial statements and notes Tor the financial year comply with the Accounting Standards; and
ic) the financial statements and notes for the financial year give a true and fair view.

3. in the Directors’ opinion there are reasonable grounds to believe that the company will be able to pay its debis
as and when they becorne due and payable.

This declaration s made in accordance with a resolution of the Directors.

[isert signature}

A.L Davidson
Directns

Syddney
September 2005

7



A Member Firm of PKF International

Chartered Accountants
& Business Advisers

Level 7, BGE Centre
28 The Esplanade
Parth WA G000

PO Box Z5066
5t Georges Terrace
PERTH WA 8831

| SRR ST SV N A & N i, o, g

T ey gl o v EEYs Y S P g
WOeRenCenT AU RERDOTT Tot (08 9278 2222
oo oo g B T o s o o Fax {08} 92V 2200
TEF T DRryversy wnw. phf.com. autwa

Soope

The finandial report and directors’ responsibifity

The financial report compgises the staterment of finandial position, statement of financal
performance, staternent of cash flows, accompanying notes to the finandial statements, and
the directors’ declaration for BioTech Capidal Limited, for the year ended 30 June 2005,

The directors of the company are responsible for the preparation and true and fair
presentation of the finandial report in accordance with the Corporations Act 2001, This
inciudes responsibilizy for the mairdenance of adeguatle accounting records and internal
controls that are designed to prevent and detect fraud and erce, and for the accourting
policies and accounting estimates inherent in the financial repart.

Audit approach

We condacted an independant audit in order to express an opindcn to the members of the
campany. Our audit was conducted in accordance with Austrafian Auditing Standards and
International Standards on Auditing, in order 1o provide reasonabie assurance as io whether
ihe financial repart is free af material misstaternent. The nature of an audit i influenced by
factors such as the use of professional judgement, seleclive testing, the inbierent fimitations
of irgernal contred, and the availability of persuasive rather than conglusive evidence,
Therefore, an audit cannot guarantee that i material misstatements have been detected.

Ve performed procedures to assess whether in all material respects the financial report
presents fairy, in accordance with the Corporations Act 2001, induding comgliance with
Accounting Standards and other mandatosy finandal reporting requirernents in Australia, 2
wigw which is consistent with owr understanding of the company'’s financiat pasition, and of
its performance as represented by the resuits of its operations and cash fiows,
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We Torrmed our audi opinion on the basis of these procedures, which included:

+  examining, on a test basis, informatian to provide evidence supporting the amounts and disciosures in the
financial repart, and

+  assessing the appropriateness of the accounting polices and disclosures used and the reasanabieness of
significant accounting estimates rmads by the directors.

Wéhile we considered the effecliveness of managermerds internal controls over financial reporting when determining
the nature and extent of our procedures, our audit was not designed to provide assurance on internad controls.

In conducting our audit, we folicwed applicable independence requirements of Australian professional ethica
pranauncements and the Corporations Act 2001,

In our opinion, the firandal report of BioTech Capital Limited is in accardance with:
{a) the Corporations Act 2001, including:

i giving a true and fair view of the company's fnancal position as at 30 Jure 2005 and of #s performance
for the year ended on that date; and

{iy camplying with Accounting Standards in Austrafia and the Corporations Regulations 2007; and
(b} other mandatory financial reporting seguirements in Australia,

PhF

o

Chartered Accountants

[isert signature}

NEIL G SMITH
Partrer

Dated at Perth: this 30th day of September 2005
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11,000 57 207
1,067 - 5,000 1,835 3,508
5,001 - 10,000 1,666 210
10,601 - 100,600 1,327 577
100,601 and over 52 35

4,537 5,241
%, Gub fad furs

Motices under Section 6718 of the Corporations Act, disclosing a refevant interest in the company’s shares,
have been received from the following substantial holders a3 at the date of this report:

Domenic Paul MeCormick 17,108,220 19.15%
Select Asset Management Limited 16,889,220 i8.9%

Mr MeCormick has declared that he is & director of Select Asset Management Limited and therefore has a refevant
interest in the shares held by that company

B
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Twventy largest quoted equity security holders
The names of the twenty largest holders of quoted equity securities at 26 September 2005 are listed below:

FET
Lrreh

By

Cogent Mominees Pty Limited 13,546,926 i5.16
UBS Nominees Py Lt 3,954,119 4.43
Torn Madley Enterprises Pty Lid 1,500,000 1.68
1P Morgan Nominees Australia Limited 1,500,600 1.68
Matioral Mominses Limnited 1,400,600 1.57
M Marry Karelis 800,000 690
Alimoc Pry Lid 765,000 .86
BMG Finance Pty Ltd 711,143 .80
Mes Thelma loan Martin-WWeber 600,000 c.e7
Wéehfire Pry Lid 585,654 Ge7
Dr Lester Craig Cowell 504,000 .56
Colvic Pty Limited 460,000 G3.51
Avaniecus frvestments Limized 442,000 .49
M Michaet Alexsnder Baidry 386,000 043
Avstralan Executor Trastees Limited 345,000 .39
Tanita Pty Limited 300,000 .34
Redbell Mominees Pty Limited 300,000 .34
ANZ Momirees Lirmited 208 666 033
MWrs faria Grazia Biondini 263,700 G20
Riverside Metals Pty Ltd 250,000 .28

28,926,263 32.37%
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he voting rights attaching 10 each dass of equity securities are set out belows:

) Ordinary shares
On a show of Hands every member present at a2 meeting in person or by pragy shall have one vote and upon
a poil each share shall have one vole.

by Options

Mo woting fights.

sifech
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Corporate Directory

Registered Office
BioTech Capital Limited
Level 40, Chifley Tower
2 Chifley Square
Sydney NSW 2000

T 02 9238 0750

¥ 02 9238 0790

Pringipal Contact

Harry Karelis

Managing Director

Titan BioVentures

T08 9267 4788
hkarelis@titanbioventures.com

Advanced Share Registry Services
110 Stirling Highway

Nedlands WA 6009

PO Box 1156

Nediands WA 6909

T 08 9389 8033

¥ 08 9389 7871
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