annual report 2003

ited

Im

1S

genetic technolog

N DD 212 328

AC

L

S
SRR
»‘“‘.«m“w..ﬁw%@.vy’l

o

T,

S
.W.WV/?J‘“&

-







genotic fechnolegies limited annual report 2003

cnd controfled entities

CONTENTS

REVIEW OF OPERATIONS

DIRECTORS” REPORT

INDEPENDENT AUDIT REPORT

DIRECTORS” DECLARATION

STATEMENT OF FINANCIAL PERFORMANCE
STATEMENT OF FINANCIAL POSITION
STATEMENT OF CASH FLOWS

NOTES TO THE FINANCIAL STATEMENTS
ASX ADDITIONAL INFORMATION
CORPORATE GOVERNANCE STATEMENT

16
23
24
27
29
30
31
64
68







genotic fechnolegies limited
cnd controfled entities

annual report 2003

REVIEW OF OPERATIONS

Licensing the Non-Coding Patents

The licensing infrastructure within
Genetic Technologies Limited ("GTG"}
is now being built up and the fist of
potential licensees continues to grow. it
is particularly noteworthy that with each
licensing success, the widespread
perceived value of the GTG non-coding
patents is also steadily increasing. As
already reported, other negotiations are
row under way, and further
announcements will be made, as
appropriate. Our progress with licenses
during the year is set out below.

in September, 2002, we granted a
ficense to US genome researcher,
Perlegen Sciences, Inc, who paid a
combination of cash and securities
worth around USS860,000 for an
axclusive license limited to a specialised
field known as “high resolution whole
genome analysis”.

in October, 2002, we announced a
strategic licensing agreement with
Myriad Genetics, Ine, under which we
granted Myriad broad rights to utilise
our non-coding patents, in return for
which, Myriad agreed to pay us US$1M
cash, plus future fees, plus the rights to
bring Myriad’s world-leading predictive
medicine products to Australia and
New Zealand. These products include
powerful genetic susceptibility tests for
breast cancer, ovarian cancer, bowe!
cancer, melanoma and cardiac risk.
These tests will now be offered by GTG
in Australia and will permit significant
expansion of our existing genetic
testing facilities in Melbourne.

tn March, 2003, we announced a strategic alliance and cross-icensing
agreement with Pyrosequencing AB, of Sweden. Pyroseguencing receives a broad
non-exclusive ficense to our non-coding DNA analysis and mapping patents but
only when used in combination with Pyrosequencing’s "sequencing by synthesis”
reagents. In return, we receive cash up front, plus royalties for the life of the GTG
patents, plus 3 state-of-the-art analytical instruments, plus other IP rights and
assays from Pyrosequencing — ahtogether estimated to be worth more than
U5$3,000,000 to our Company over the life of the agreements.

in April, 2003, we announced a license to Associated Regional & University
Pathologists (ARUP) of Salt Lake City, Utah. ARUP is a sophisticated laboratory
system owned by University of Utah, and the first service provider actually
performing human genetic testing, to take a license from GTG.

The following month in May, 2003, we announced we had also granted the
University of Utah a separate research license to show our support for their leading
genetic research program into the non-coding regions of many genomes.

Also in May, 2003, we announced a cross-licensing agreement with Orchid
Biosiences, Inc, of Princeton, New Jersey. We granted to Orchid a “covenant not to
sue” for any possible past infringement of our non-coding patents, and we aiso
granted ther an option to a license to cover their future activities, if needed. In
return, we receive a signing fee, plus exclusive rights to Orchid’s paternity SNP
panel and forensic-SNP panel, plus rights to market their Elucigene Range - for
Austrafiz, New Zealand and South Fast Asia.

Cir Merwyn Jacobson
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In June, 2003, we announced we
had granted another license for
livestock applications, this time to
tnguran, of Navasota, Texas, to apply
the patents to various genetic testing
services on livestock in USA, Brazil and
Colomixa. In return, Inguran agreed to
pay a signing fee of US5150,000 plus
ongoing royalties on their future sales.

In July 2003, we announced we had
granted a research ficense to University
of Sydney, in Australia for a nominal
amount of US$1,000.

in August 2003 we announced we had granted a license to Quest Diagnostics
Inc for the use of the non-coding analysis patents in USA, Canada and Mexico. The
terms were confidential, however GTG received a signing fee plus ongoing annual
payments from Quest.

During the year GTG commenced legal action in the USA against three parties
in relation to patent infringements and this legal action is continuing.

The expanded licensing team within GTG continues to negotiate more
non-coding licenses both in Australia and overseas. During the current financial
year it is anticipated that additional resources will be allocated to licensing the
non-coding patents.

Patent Position
A summary of the expanding portfolio of patents owned by the Group is set

out below:

Title Earliest Priority Country Appl/Patent No. Status
:-Eiactrophgresis T July 1990 Germany DESFT127999 ¢ Granted
siandard v Europe EPO466479 s Granted

France FRO466479 ¢ Qranted
Sweden P13062634 # Granted
United Kingdom GEO464477 ¢ Granted
United States BOR6557 ¢ Granted
A Retroviral 18 August 2000 Australia PCT/AUCT/01019 « Pending
Immunotherapy 18 August 2000 Australia 2001283682 * Pgnding
18 August 2000 Australia 2003200583 w Pgaring
18 August 2000 Brazil O0113354.3 o w Pgnding
18 August 2000 Canads TBA « Pending. .,
18 August 2000 Europe 019624535 « Pegnding
18 August 2000 Japan 2002-518971 - " Pending
18 August 2000 New Zealand R242780 _' * Pending
18 August 2000 China 01817380.2 - o Pending -
18 August 2000 Singapore 20030140146 o Pending .
18 August 2000 South Africa 20031694 « Pending
18 August 2000 USA 10/360,256 « Pending
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“...with each licensing
success, the widespread
percei ived value of the

TG non-coding patents

is also steadily increasing.

¢

Titie Earliest Priority Country Appl/Patent No. Status
Strategy for retroviral | 20 February 2002 Australia PCT/AUO3/00207 # Pending
immunotherapy e

Cancer Therapy 14 February 2002 Austratia PCT/AU03/00187

:_High Resolution 22 August 2002 Austratia 2002950977 # Panding
-Analysis of genetic o
variation within
cryptosperidiom
‘parvlinn
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Title

ntron Secue
Analysis -

nee

Earfiest Priority

25 August 1989
25 August 1989
25 August 1989
25 August 1989
25 August 1989
25 August 1989
25 August 1989
25 August 1989
25 August 1989
25 August 1989
25 August 1989
25 August 1989
25 August 1989
25 August 1989
25 August 1989
25 August 1989
25 August 1989
25 August 1989
25 August 1989
25 August 1989
25 August 1989
25 August 1989
25 August 1989
25 August 1989
25 August 1989
25 August 1989
25 August 1989
25 August 1989
25 August 1989

Country

Australia
Australia
Austria
Belgium
Canada
Denmark
Europe
France
Germany
Germany
Graece

Hong Kong
{sraef

{zaly

Jfapan
Liechtenstein
Luxemburg
Netherlands
New Zealand
Singapore
South Africa
Spain
Swaden
Switzerland
United Kingdom
United States
United States
United States

United States

Appl/Patent No.

654111
672519
E144797
BEO41446%
CAZ023888
DRO414469
EPO414459
FRO4144469
DEAS02%018
DEZ29931%
GRO414469
HKH008053
IL95447
T0414469
22417650
LI0414469
LU0414469
NLO4 14469
235051
47747
POLET S
ESZ2095859
SEO4144489
CHO41446%
GB041446%9
5192659
5612179
5789548
09/935998

cnrial repert 2003

Status

&

&

&

&

Granted
Granted
Granted
Granted
Pending
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted

Pending
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Title Earliest Priority Country Appl/Patent No. Status
Genomic 11 July 1990 Australia 647B06 ¢ Granted
Mapplng - 11 July 1990 Austria AT1B5377 & Granted
SR 11 July 1990 Belgium BEOS70371 *+ Granted

11 July 1990 Canads CAZOBT042 o Pending
11 July 1990 77 Denmark Oros70371 # Granted
11 July 1990 Europe EPOST0371 & Granted
11 July 1990 France FROS70371 # Granted
11 July 1990 Germany DEA213146910 & Granted
11 July 1990 freland {EQSTO371 # Granted
11 July 1990 . Israel ILYB7Y3 # Granted
11 July 1990 faly {T0570371 * Granted
11 July 1990 Japan 3409794 & Granted
11 July 1990 Liechtenstein 40570371 # Granted
11 Juby 1990 Luxemburg LUD570371 # Granted
11 July 1990 Netherlands NLOBTO37Y # Granted
11 July 1990 MNeaw Zealand 238924 # Granted
11 July 1990 South Africa 15422 # Granted
11 July 1990 Swadan SEO570371 # Granted
11 July 1990 Switzerland CHO570371 # Granted
: 11 July 1990 - United Kingdom GBO570371 & Granted
LT A iy 1990 - United States 5851762 ¢ Granted
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Title

Foetal Cell -
Recovery - -

Earliest Priority

27 March 1990
27 March 1990,
27 March 1990
27 March 1990
27 March 1990
27 March 1990
27 March 1990
27 March 1990
27 March 1990
27 March 1990
27 March 1990,
27 March 1990
27 March 1990
27 March 1990
27 March 1990,
27 March 1990
27 March 1990
27 March 1990
27 March 1990
27 March 1990
27 March 1990
27 March 1990
27 March 1990,
27 March 1990
27 March 1990

Courntry

Australia
Austria
Belgium
Canads
Benrmark
Europe
France
Gerrmany
Greece
freland

tsrael

ftaly

Japan
Lischtenstein
Luxemburg
Netherlands
New Zealand
Singapore
South Africa
Spain
Sweden
Switzarland
United Kingdom
United States

United States

Appl/Patent No.

649027
ATI94166
BEOS21909%
CAZ059554
ORL2190%
EPOS21909
FRO521909
DE&D132269
GR3034487
{E9109%¢6
IL97677
T0521909
265699
HO52190%
HJO521909
NLOB21909
23758%
PEO77B21
2317
ES2149760
SEO521909
CHO52190%
GB052190%9
5447842
5153117

cnrial repert 2003

Status

¢ Granted
¢ Granted
¢ Granted
o Pending
¢ Granted
¢ Granted
¢ Granted
¢ Granted
¢ Granted
¢ Allowed
¢ Granted
¢ Granted
¢ Granted
¢ Granted
¢ Granted
¢ Granted
¢ Granted
o Pending
¢ Granted
¢ Granted
¢ Granted
¢ Granted
¢ Granted
¢ Granted
¢ Granted




Title

dsolation of foetal cells
from matermnat blood,
‘based on unigue foeral
HLA markers identified
‘using fogtal celi-fres
‘DNA in maternal plasma

Genderindependent
quantitation of cell-free
foatal DNA in maternal
plasmalserum, using
foetal HEA sequences
naot shared by the mother

:-HLA typing of the foetus
Asing cell-free DNA in
‘maternal plasma

ldentification of
fnetsl DINA and
foetal cell markers

‘Maternal antibodies as
foetal cell markers to
-identify and enrich
foetal cells from
‘maternal blood

Foetal cell
recovery method
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“The expanded licensing
team within GTG continues
to negotiate more
non-coding licenses both
in Australia and overseas.”

Earliest Priority Country Appl/Patent No. Status
5 March 2003 United States &0/451,656 # Provisional
5 March 2003 United States 60/451,657 o v Provigional I

% barch 2003 United States &0/457 458 4 Provisional

27 March 2003 United States &0/457 855 v Provisional " S

30 March 2003 United States &0,385,170 “ Awaiting
. International
Search Report

20 October 2001 Australia 77352/01 - v Awaiting -
examinati .
by APO T
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Other types of tests we can offer include:

Fee-For-Service DNA Testing

Cwver a period of several years, GTG . . )
pen ¥ * Y chromosome testing - determines if two males come from the same

subsidiary companies have built up, and
now successfully operate, the largest
accredited DNA paternity testing
laboratory in Australia. GTG is now
pUrsuing active expansion of this
business. This is to be achieved by
expanding the range of testing services
offered, to include other relevant
hurnan DNA testing, cancer
susceptibility testing and plant and
amimal testing, and increasing the
volume of paternity testing business -
both from within Australia and also
from outside Australia, especially the
Asia-Pacific region.

We now have extensive experience
in providing DNA-bazed individuality
testing for the resolution of disputed
paternity, the determination of familial
relationships for immigration purposes
and for forensic stain analysis.

The most common type of DNA
testing is paternity testing - where we
determine who is the father of a child.
in order to perform this test we take a

sample from the mother, alleged father

and child.

paternal line, 1.e. have a common father or grandfather.

Mitochondrial DNA testing - determines if two people come from the

sarme maternal iine.

Sibship testing - determines if people are full siblings, Le. have the
same mother and father.

Maternity testing — determines who is the mother of a child.
DNA typing — reveals the DNA makeup of an individual.

Grandparent analysis — determines who are the grandparents of a child.
Thiz is mainly used when the father of a child is deceased and a will is
being contested.

Antenatal DNA testing — determines who is the father of an as-yet

unborn child.

Semen analysis - determines if semen is present on, for example an
article of clothing. If it is, we can DNA type this sample and compare

it to a reference sample.
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"...we have gained a
reputation as a
leading genetic
testing laboratory...”

We issue reports for the Family Court in Australia and provide similar services
internationally for the Department of Immigration and Multicultural Affairs {DIMIA}L
We are one of only two DNA testing laboratories in Australia recognised by DHviA
to provide DNA tests for immigration purposes.

We are one of only three laboratories worldwide used by Kenyon Corporation,
believed to be the world’s largest disaster management company. We perform the
full range of DNA tesis required by Kenyon for purposes of crash victim
identification, and we provide cover for the region controlled by Kenyon Australia,
The boundaries of this region are determined by the north and south pole, to the
waest by India, and to the east by Fiji. Since the refationship was established with
Kenyon over two years ago, no aifline serviced by Kenyon has had one of its planes
crash in our region.

Over time, we have gained a reputation az a leading genetic testing laboratory,
and progressively, we have started 1o receive specimens for testing from other
countries, mostly from countries in the Asia-Pacific region, but also from as far
away as UK. In addition, we have received requests to perform tests outside of
human paternity, and this has caused us to consider and now plan a significant

expansion of our testing services.




genetic technologies lim#ed cnrial repert 2003
and controlled entitios

REVIEW OF OPERATIONS (conT)

Expansion of DNA Testing Services Beyond Paternity Testing

1. Plant Testing — in March 2002, we formed a joint venture with the
Victorian State Government's Department of Primary Industry, for the
purpose of providing a high throughput genotyping service for plant
testing — in order to help plant breeders identify the genes responsible
for the detection of commercially relevant traits, such as resistance to
disease, accelerated growth and the improvement of crop yields. A new
company, AgGenomics Pty bid, was formed - with GTG as the majority
stockholder and the State agency as the minority partner. Laboratory
work for AgGenomics s done at the Plant Biotechnology Centre at
La Trobe University, in Melbourne. In July, 2003, AgGenomics
announced it had entered into a 2 year {AUSIS2. 1M program with
Horticuiture Australia to identify genetic markers in strawberries.
AgGenomics will also receive 55% of any intellectual property
developed during the life of this project.

2. Animal Testing - in May 2003, we acquired Genetic Science Services to
expand the range of tests we can offer to include relevant genetic
testing in animals — for example, sexing in birds, progeny testing in
horses, dogs, deer, and animai disease identification and susceptibility
testing for a range of animals, including exotic and zoo animals. This
acquisition wilt also allow GTG to support research projects involving,
for example, the Australian fur seal, and possibly the platypus and

various frogs and reptiles.

3. Cancer Susceptibility Testing — the strategic afliance with Myriad gave
GTG exclusive rights for Austraiia and New Zealand to perform DNA
susceptibility testing for a range of cancers, initially for breast cancer and
ovaran cancer, and later, for bowel cancer, melanoma and cardiac risk.
Professor Deon Venter joined the Board of Directors of GTG in March
2003, with special responsibility to oversee the establishment and

operation of the new cancer susceptibility testing facility at GTG. In
addition, Dr. Frank Firgaira joined GTG as Head of Molecular Diagnostics
- Cancer Susceptibility Testing. This new development continues to build
momentum, with new equipment arriving, new employees joining our
company and new technology becoming available exciusively to us, to
ensure the Australian community will soon be able to enjoy the latest
technologies available for genetic testing. In June, 2003, this facility was

granted provisional accreditation. First testing has now begun.
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"...develop new and

environmenta

ly friendly

oroducts to replace

currently used

4. Forensic Testing — it may be surprising to many people that there is no
independent forensic testing [aboratory in Australia. GTG is interested
to rectify this situation. GTG is now pursuing formal forensics
accreditation, and has meanwhile secured the exclusive rights to the
Orchid SNP technology for forensics.

RareCellect® - foetal cell recovery

GTG hoids patents in various countries as detailed earlier concerning a method
for the recovery of foetal cells as early as 8 weeks into a pregnancy, from a smalf
sample of maternal blood taken, for example, from the mother’s arm vein. These
foetal cells can then be used to analyse the genetic health of the foetus. This
method avoids the risk of abortion or damage to the foetus that are occasional
side effects of the alternate invasive methods currently in use, such as
amnioceniesis.

GTG has recelved strong support from a major bio-instrument supplier, who
has already provided GTG with a flow cytometer. GTG recruited a world-leading
scientist in this field, Dr Ralph Bohmer to come to Australia, to join GTG and to
tead the RareCellect project.

The company will monitor the progress of this project over the next six to
twelve months during which tme the future of the project should become clear,

immunAid Pty Limited

in March 2001 GTG announced it had reached agreement with Australian
scientists investigating a novel method for combating retrovirus-induced
immunodeficiency. Certain intellectual property, covered by a provisional patent,
was transferred to a newly incorporated company Immundid Pty Limited owned
60% by GTG and 40% by the scientists who developed the hypothesis and tested it.

The experimental work, based on a mouse model, provided encouraging
results. Mice infected with a murine leukaemia virus developed a disease with

drugs.”

features similar to AIDS in humans. if
untreated the mice become susceptible
to challenge with a variety of organisms
and die early. Mice treated by the
immundid method appeared to be
protected against this outcome.

Afull PCT patent application has
been submitted. An initial program of
research, designed to refine the
treatment conditions and develop a
better understanding of the underlying
mechanisms commenced in June 2001.
in the course of 2003, this work
has continued.

A technical review committee has
been established to oversee the
scientific activity of the ImmunAid
program. This committee comprises the
original researchers now supported by
eminent Australian scientists, including
specialists in the field of HIV, AIDS and
its clinical care. This committee initially
recommended further tests in higher
species, but subsequently recommended
that Immunaid give priority to
commaencing human monitoring trials as
soon as ethical approval is obtained.
These human monitoring trials have
since commenced.
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Parasitology

A Pathogen Genomics and Genetics
Program (PGGP} has been developed
jointly by GTG and scientists from The
University of Melbourne to explore
genetic solutions to diagnosing and
treating infectious diseases in
agricultural and companion animals.
This research is being pursued under
the leadership of Associate Professor
Robin Gasser. The program aims to
develop new and environmentally
friendly products to replace currently
used drugs and antibiotics. While this
will be the prime focus of a five.year
research program it is intended that
new highly sensitive and specific
diagnostic tests will be developed in a
shorter timeframe.

A formal collaborative research
agreement between GTG and The
University of Melbourne (Department of
Veterinary Science} was completed in
Agpril 2001, This agreement provides
that all inteflectual property and
commaercial benefits arising from the
PGGP project are owned by GTG.
Post-doctoral scientists are now
working on this PGGP project at

Werribee {University of Melbourne}.

The work is proceeding in a pleasing way and a first provisional patent has
already been lodged. The PGGP project attracted a research grant of $240,006
from the Australian Research Council. We also signed a Research Agreement with
Meat & Livestock Australia Limited, whereby Meat & Livestock will contribute
$4%0,235 towards PGGP over a three year period, in support of our research into
the genetic basis of nematode infestation in sheep. In return Meat & Livestock will
receive a 5% share of any future royalty income resulting from commercialisation of
this technology in the Australian sheep industry.

Gtech International Resources Limited
GTG owns 78.22% of Gtech International Resources Limitad which is listed on
the TSX in Vancouver, Canada. The company is seeking new opportunities in the

biotechnology sector.

XY, Inc

The Company has a small investment in Colorado-based animal breeding
company, XY, Inc. This investment was made by the exchange of XY shares for GTG
shares and involved no cash from GTG. XY, Inc is the recognised world leader in the
commercialisation of sex-selection techniques in non-human mammals, including
cattle, horses, sheep, pigs and endangered species. Dr. Mervyn Jacobson,
Executive Chairman of GTG is also Chief Executive Officer and Chairman of XY, Inc.
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The Company is working towards a listing on NASDAQC using American
Depositary Receipts {(“ADRs"). The Company completed a Level 1 ADR program
and its ADRz became eligible for trading in the over-the-counter {OFC) markets in
the US on 14 January 2001, The ADR Level T program is sponsored by the Bank of
New York and the code is GNTLY.

The Company is working towards a Level 2 ADR program which afiows the
ADRs to trade on the fully automated, screen-based Small Cap NASDAQ market.
This process requires preparation of a Form 20-F to be lodged with the SEC. This
process is underway and the Company’s Level 2 ADRs are planned to be listed on

NASDAQ in the first half of 2004,

Scientific Advisory Committee
in August 2003 we announced that we were establishing a Scientific Advisory

Committes. The members of the committee are Professor Colin Masters,

Professor Simon Easteal and Professor Michael Cuinn.
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DIRECTORS” REPORT

The directors of Genetic
Technologies Limited submit herewith
the annual financial report for the
financial year ended 30 June 2003, In
order to comply with the provisions of
the Corporations Act 2001, the
directors report as follows:

The names and particulars of the
directors of the company during or

since the end of the financiai year are:

Dr Mervyn Jacobson - Executive Chairman

Dr facobson {61) is a legally qualified Medical Practitioner and a co-founder of
GeneType. He has 30 years experience in working with new medical technology
and in bringing new medical/biomedical goods and services to the market.
Dr Jacobson serves as adviser to research groups in Switzerland, U.K. and USA.
In February 2000, he was appointed by the Colorado Governor to The Governor's
Advisory Council in Biotechnology. Dr Jacobson is also Chairman of the Board of
Directors of XY, Inc, a biotechnology company based in Colorado, USA, and is a
founding Director of the Colorado Biotechnology Association. Appointed to the
Board on 15 May 2000 and appointed as Executive Chairman on 31 August 2000.

Fred Bart — Deputy Chairman Non Executive Director

Fred Bart {49} has been involved in the textile industry for the last 25 years as weil
as being a significant investor in the resource and property sectors in Australia and
overseas, He brings to the company extensive commercial experience from his
involverment in the manufacturing and textile industries. He is also Chairman of Blectro
Optic Systems Holdings Limited. Appointed to the Board on 26 October 1996,

lan Alistair Dennis - Executive Director and Company Secretary

tan Dennis - BA, A.C.A. {46) is a chartered accountant with experience as
secretary and director in various public listed companies and trusis. He has been
involved in the investment banking industry and stockbroking industry for the past
fifteen years. Prior to that, lan was with KPMG, Chartered Accountants in Sydney.

He iz also a director of XY, Inc and Electro Optic Systems Holdings Limited.
Appointed to the Board on 24 November 1994,
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Professor Deon Venter — Non Executive Director

Professor Venter M.B, Ph.D), MBA {47} is Head of the Cancer Functional
Genomics Laboratory at the Murdoch Children’s Research Institute in Melbourne,
and Head of the Cancer Epidemiclogy Program, Department of Pathology at
University of Melbourne. He is also a specialist pathologist, a Fellow of the Royal
College of Pathologists of Australasia and the author of more than 80 papers on
the genetics of cancer.

He will have specific responsibility to oversee the establishment and operation
of the new genetic susceptibility testing program. Appointed to the Board on
17 March 2003.

Russell Granzow -~ Executive Director

Russell Granzow (41) unt recently served as Vice President of Strategic
Planning and Business Development for Orchid Biosciences. He received his early
training in biotechnology at University Of llinois, and initially worked with
Schering-Plough, Pharmacia Biosensor and Sarnoff. He has also published 7
scientific papers, is inventor of two issued patents and has presented at numerous
scientific and business meetings world-wide.

He is based in Princeton, New Jersey, USA and his initial responsibilities will

focus primarily on the licensing of the GTG non-coding patents in the USA.
Appointed to the Board on & May 2003,

annual report 2003




genetic technologies lim#ed
and controlled entifios

cnrial repert 2003

DIRECTORS” REPORT (cont

PRINCIPAL ACTIVITIES

The principal activity of the
consolidated entity during the financial
year was biotechnology.

REVIEW OF OPERATIONS

A review of operations for the year
and up to the date of this Report is
included on pages 3 to 15 and should
be read with this Directors’ Report.

The consolidated operating loss
from ordinary activities after income tax
and minority interests amounted to

54,160,331 (30 June 2002 - $8,824,594},

DIVIDENDS

No dividends have been paid since
the end of the previous financial year,
not have the Directors recommended
that any dividend be paid.

CHANGES IN THE STATE OF AFFAIRS

During the financial year there was no significant change in the state of affairs
of the consolidated entity other than that referred to in the financial statements or
notes thereto.

SUBSEQUENT EVENTS

On 25 August 2003, the Company announced that it had placed 13,333,333
new ordinary shares at 75 cents each raising $10,000,000. As part of the placement
the company also issued 6,666,667 urlisted options on the basis of one option for
each two shares subseribed in the placement. These options are exercisable at a
price of $1.00 each on or before 30 September 2005, These new shares and
options were issued on 3 September 2003 and listed on the Australian Stock
Exchange on 5 September 2003.

Since the end of the financial year, the following unlisted options have
been exercised:

Description Number
‘Directors Options at 45 cents expiring 14 Apri 2005 1,000,000
Mendor Options at 20 cents expiring 14 April 2005 3,182,000
_:Staf'f Options at 56 cents expiring 30 November 2007 125,000
Staff Options at 49 cents expiring 30 Novernber 2007 75,000

Other than the matters discussed above, there has not arisen in the interval
between the end of the financial year and the date of this report any item,
transaction or event of a material or unusual nature likely, in the opinion of the
Directors of the Company, to affect significantly the operations of the consolidated
entity, the results of those operations, or the state of affairs of the consolidated

entity, in subsequent financial years.




FUTURE DEVELOPMENTS

The consolidated entity will
continue to focus on its activities in the
genetic and biotechnology areas.

Disclosure of further information
regarding likely developments in the
operations of the consolidated entity in
future financial years and the expected
results of those operations is likely to
result in unreasonable prejudice to the
consolidated entity. Accordingly, this
information has not been disclosed in
this report.

ENVIRONMENTAL REGULATION

The consolidated entity’s remaining
mining exploration operations are in
Western Australia. There are significant
environmental regulations under the
Western Australia Mining Act 1978 and
Environment Protection Act 1986.
Licence requirements relating to waste
disposal, water and air pollution exist in
relation to mining activities. The
directors are not aware of any
significant breaches during the period
covered by this report.

genotic fechnolegies limited
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OPTIONS

During or since the end of the financial year, the Compary has not granted
options over unissued ordinary shares to any directors. The Company is proposing
to seek shareholder approval at the Annual General Meeting to be held on
Friday 28 November 2003 to issue 1,000,000 options each to new directors,
Frof Deon Venter and Russell Granzow at 48 cents each under the terms of the
Employee Share Option Plan.

At the date of this report, unissued ordinary shares of the Company under

opiion are:-
Expiry date Exercise Price Number of Shares
14 April 2005 $0.20 55,990,250
14 April 2005 : $0.45 2,000,000
30 November 2007 $0.61 4,250,000
30 Novernber 2007 - $0.56 2,150,000
30 November 2007 $0.49 1,070,000
9 July 2008 $0.56 200,000
47 July 2008 $0.49 200,000
20 May 2009 $0.44 1,675,000
20 May 2009 $0.38 175,000

These options do not entitie the holder to participate in any share issue of the
Cormpany or any other body corporate. During the financial year 84,000 options
were exercised at $0.20 raising $16,800. Apart from these options, no shares have
been issued by virtue of the exercise of an option during the year. Since the end of
the financial year, lan Dannis, a director has exercised 1,000,000 directors options
at 45 cents on 12 August 2003; 3,182,000 vendor options exercisable at 20 cents
have been exercised and 200,000 options under the Staff Share Plan have also
been exercised at exercise prices of 49 cents {75,000} and 56 cents (125,000}
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DIRECTORS” REPORT (cont

DIRECTORS' INTERESTS
The relevant interest of each Director in the shares of the Company as notified by the directors to the Australian Stock
Exchange in accordance with Section 205G{1) of the Corporations Act 2001 as at the date of this report arer

Uniisted Unlisted Unlisted

Vendor Diirectors Staff Share

Ordinary Options Options Options

Shares at 20 cents at 45 cents at 61 cents

-:Dr.M Jacabson. : 100,900,900 49 000,000 2,000,000 2,000,000
EBart W 26,918,214 - : 500,000
1A Dennis 300,000 . . 1,000,000

DIRECTORS” AND SENIOR EXECUTIVES' EMOLUMENTS

The Directors are responsible for remuneration policies and packages applicable to the Board members and senior
executives of the Company. The broad remuneration policy is to ensure the remuneration package properly reflects the
person's duties and responsibilities and level of performance.

Directors and executive remuneration includes incentive schemes being the value of share options held and calculated in
accordance with the requirements of Exposure Draft 2 “Share Based Payments” published by the International Accounting
Standards Board and subject to the Australian Securities & Investments Commission media release “Guidelines to valuing
options in annual directors’ reports” dated 30 June 2003.

Details of the nature and amount of each major element of the emoluments of each director of the Company and the
named officers of the Company and the consolidated entity receiving the highest emoluments are as follows:

Name Incentive

Executive Directors Safary/Fees Schemes Benefits Total
By Mer_vyn_Jacgbson :_ 235,000 252,035 . 487,035
Mr fan.Dennis .. 171,692 1246018 16,000 313,710
‘Mr Russell Granzow 58,761 - . 58,741

Non Executive Directors

Frof Dean Ventar . - - .

Mr Fred Bart 79,000 63,009 | - o | T raz009
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The following table discloses the remuneration of the 5 highest remunerated executives of the company and the

consolidated entity.

Executive Officers (Excluding directors) Incentive

Consolidated Salary/Fees Schemes Benefits Total
':M{___Jc_}hri__(_:h_a__r\m Goudie o 138,888 94,513 12,500 245,901
Dr Glenn Tong. g 124,077 38,480 11,167 173,724
‘Mr lan Smith . - 114,547 38,480 10,309 163,336
Ms Luisa-Ashdown s 106,306 38,480 9,896 154,482
Dr George Rudy 73,471 41,663 6,612 121,746

Executive Officers {Excluding directors)

Company
Ms Luisa Ashdown 106,306 38480 | ” 9,896 154,682
Mg fan Christensen 84,256 10,900 | - 4,222 ' )

AUDIT COMMITTEE

The Company has an audit committee which was formally constituted on 23 June 2003, Current members of the

comrmittee are Fred Bart {Chairman), Russell Granzow and Prof Deon Venter.

2%
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INDEMNIFICATION AND
INSURANCE OF OFFICERS

Indemnification

The Company has agreed to
indernnify the current directors, and
executive officers and former directors
against all iabilities to another person
that may arize from their position as
directors or officers of the Company
and its controlied entities, except where

Br Mervyn Jacobson
':Mr Fred Bart.

Mr lan Bennis |
':E?r_of_ Deon Venter

Mr Russell Granzow

to do so would be prohibited by law. The agreement stipulates that the Company
will meet the full amount of any such liabilities, including costs and expenses.

On 29 August 2000, as part of the GeneType acquisition, Fred Bart and lan
Dennizs provided indemnities to the Company and GeneType AG shareholders in
respact of any undisclosed liabilities as at 15 May 2000.

The company has not during or since the financial year, indemnified or agreed
to indemnify an auditor of the company or of any related body corporate against a

tiability incurred as such an auditor.

DIRECTORS® MEETINGS
The number of directors’ meetings and number of meetings attended by each

of the Directors of the Company during the financial year were as follows:

| |
Board Meetings Audit Committee
No. of No. of No. of No. of
meetings meetings meetings meetings
attended held attended heid
12 12
12 12
12 12
3 3
z 2

Dated at Sydney this 8 day of September 2003

Signed in accordance with a resolution of the directors made pursuant to 5.298(2)
of the Corporations Act 2001,

On behalf of the Directors

7z

lan A Dennis

Executive Director




INDEPENDENT AUDIT REPORT TO THE MEMBERS OF GENETIC TECHNOLOGIES LIMITED
Scope

The financial report and directors’ responsibility

The financial report comprises the statement of financial position, statement of financial performance, statement of cashflows,
accompanying notes to the financial statements, and the directors’ declaration for both Genetic Tachnologies Limited {the company}
and the consolidated entity, for the financial year ended 30 June 2003 as set out on pages 24 to 63. The consolidated entity comprizes
the company and the entities it controlled at the year's end or from time to time during the financial year.

The directors of the company are responsible for the preparation and true and fair presentation of the financial report in accordance
with the Corporations Act 2001, This includes responsibility for the maintenance of adequate accounting records and internal controls
that are designed to prevent and detect fraud and error, and for the accounting policies and accounting estimates inherent in the

financiat report

Audit approach

We have conducted an independent audit of the financial report in order to express an opinion on it to the members of the
company. Our audit has been conducted in accordance with Australian Auditing Standards to provide reasonable assurance whether the
financiat report is free of material misstatement. The nature of an audit is influenced by factors such as the use of professional
judgement, selective testing, the inherent iimitations of internal controls, and the availability of persuasive rather than conclusive
evidence. Therefore, an audit cannot guarantee that all material misstatements have been detected.

We performed procedures to form an opinion whether, in all material respects, the financial report is presented fairly in accordance
with the Corporations Act 2001 and Accounting Standards and other mandatory professional reporting requirements in Australia so as
to present a view which is consistent with our understanding of the companys and the consolidated entity'’s financial position, and
performance as represented by the results of their operations and their cash flows.

Qur procedures included examination, on a test basis, of evidence supporting the amounts and other disclosures in the financial
report, and the evaluation of accounting policies and significant accounting estimates made by the directors.

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

The audit opinion expressed in this report has been formed on the above basis.

Independence
In conducting our audit, we followed applicable independence requirements of Australian professional ethical pronouncements and
the Corporations Act 2001,

Audit Opinion
In our opinion, the financial report of Genetic Technologies Limited is in accordance with:
{a) the Corporations Act 2001, including:

i) giving a true and fair view of the company’s and consolidated entity’s financial position as at 30 June 2003 and of their

performance for the year ended on that date; and
(i} complying with Accounting Standards in Australia and the Corporations Regulations 2001; and
{b} other mandatory professional reporting requirerments in Australia,
Ny 2
Looumn Tooae 1Osastis

DELOITTE TOUCHE TOHMATSU

Lo daf S

G‘.M, Sanford
Partner
Chartered Accountants

Sydney, 8 September 2003
The liability of Deloitte Touche Tohmatsu is limited by, and to the extent of, the Accountants Scheme

under the Professional Standards Act 1994 (NSW). 23
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DIRECTORS DECLARATION

The directors declare that:

{a} the attached financial statements and notes thereto comply with
Accounting Standards;

(b) the attached financial statements and notes thereto give a true and fair
view of the financial position and performance of the company and the
consolidated entity;

fe} in the directors’ opinion, the attached financial statements and notes
thereto are in accordance with the Corporations Act 2001; and

{d} in the directors’ opinion, there are reasonable grounds to believe that
the company will be able to pay its debts as and when they become
due and payable.

Dated at Sydney this 8 day of September 2003

Signed in accordance with a resolution of the directors made pursuant to s.295(5}
of the Corporations Act 2001,

On behalf of the Diractors

7z

lan A Dennis
Executive Director
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STATEMENT OF FINANCIAL PERFORMANCE
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2003

Consolidated

The Company

Notes 2003 2002 2003 2002
$ $ $ $
Revenue from ordinary activities Zla) 9,264,206 13,106,580 15,308,617 1,196,304
Auditors remuneration 4 (167,031} (78,146} (141,643) {64,129)
Employee benefits @xXpenses (2,374,927} {2.012,403; (26%,650) (580,714)
Deprecistion and amortisation expense 2{b) (3,483,826} {4,094, 250, {2,902, 265) {8,824)
Borrowing costs 2{b) . (10,487} (206,595) (178,304)
Write down of value of inventories (284,424) (2507127 (284,425) (2,492,976
Write down of value of investments (144,533) {144,533) -
Write down of value of subsidiaries {15,211,5461) {1,033,966)
Legal and patent fees (717,406} {510,825; (628,398) (510,825)
Marketing costs (348,794} {224, 586; (271,424) [(224,566)
Cost of investments sold . {B,678,78% (8,678,789)
Cost of trading inventory of shares soid (233,442) (19,3508 (233,442) -
Exchange losses (1,011,05% {869 ,335; (835,324) (B06,363)
Operating leases (409,277} {505,774} {64,351) (22,236)
Research and development expense (50&,513) {350,212} -
Genetic testing [1,423,698) {215,523} -
Laboratory sappiies [361,481) {269,230 -
License fees (449,708} (44% 708) -
Net book value of fixed asset disposals {73,359} (3,559 -
Spansorship (100,000} {104,000) -
Travel (188,146} {148,459 (130,603) (@1,210)
Other EXPENSes from ordinary activities (1,309,929 1,294,955 (526,787) [4&69,358)
Total expenses {13,589,551; (21,995,010 (23,102,710 [15,162,262)
{Loss) from ordinary activities
hefore income tax axpense 4,325,345} {8,888,4300 {7,797,093) (3,265,958)

MNaoies to the financial staternent are included an pages 37 to 63,
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STATEMENT OF FINANCIAL PERFORMANCE

FOR THE YEAR ENDED 30 JUNE 2003 (conT)

Consclidated

The Company

Notes 20603 2002 2003 2002
$ $ $ $
Income tax relating to ordinary activities 5 .
{Loss) from ordinary activities after
income tax expense {4,325,345) (8,888,430) (7,797,093 {3,965,958}
Net loss attributable to outside
aquity interests 165,014 63,834
Nat {loss) attributabie to membars of
the parent entity 20 {4,160,331) (8,824,594) {7,797,093; {3,965,958)
Increase in foreign currency translation
reserve arising on translation of
self.sustaining foreign operations 1903 110,937 222,462
Total revenue, expenses and valustion
adjustments attributable to members
of the parent entity recognised directly
in eguity 110,937 222,452
Total changes in equity other than those
resulting from transactions with owners
a5 OWNers 32 {4,049 394) (8,602,132) {7,797,093; {3,965,958)
Earnings (foss} per share
Basic (cents per share} {1.8) 3.4
Diluted (cents per share) {1.4) 4)

MNaotes to the financizs! statament are inchuded on pages 31 10 43,
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STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2003

Consolidated

The Company

Notes 2003 2002 2003 2002
$ $ $ $
Current Assets
Cash assets 5,828,540 7,160,299 5,203,903 4,521,627
Receivables 1,234,594 233,163 839,058 12,580
Other current financial assets 49,750 49,750 49,750 &9,750
Inventories 10 258,341 781,817 164,893 482,760
Totai Current Assets 7,373,227 8,245,029 6,257,604 7,686,717
Non -~ Current Assets
Receivables B 5,564,217 3,424,811
Other financial assets 11 749,528 279,158 2,042,831 30,444,584
Proparty, plant and equipment 12 1,490,140 451,597 164,864 14,400
Intangible assets 13 20,632,107 23,985,123 11,576,000 .
Totai Non - Current Assets 22,871,775 24,755,878 27,699,212 33,887,795
Total Assets 30,245,002 33,000,907 33,957,516 41,574,512
Current Liabilities
Payahles 14 2,715,053 1,689,994 1,057,171 444,095
Provisions 15 253,089 174,737 112,729 52,011
Totai Current Liabilities 2,968,142 1,864,733 1,169,500 496,104
MNon - Current Liabilities
Other 16 43,043 869,540
Totai Non -~ Current Liabilities 43,043 869,540
Total Liabilities 2,968,142 1,864,733 1,212,943 1,365,644
Net Assets 27,276,860 31,136,174 32,744,573 40,208,866
Ecquity
Contributed squity 17 39,684,101 39,351,301 39,684,101 39,351,301
Reserves 19 &92.310 BB1,373 -
Accumulated losses/retained earnings 0 {12,984,925) i8,824,594; {6,939,528) BL7,555
Farent Entity interest 27,391,486 31,108,080 32,744,573 40,208,866
Outside equity interests 31 (114,626} 28,094 -
Total Equity 3z 27,276,860 31,136,174 32,744,573 40,208,866

Motes 1o the fnancial statement are included an pages 31 1o 43,
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Consclidated

annual report 2003

The Company

Mates 2603 2002 2003 20602
% b $ %
Cash flows from operating activities
Cash receipts in the course
of operations 4,495 855 3,109,663 4,706,874 1,448,811
Cash payments in the course
of operations (7,764,897) [6,798,923) 3,765,084} (2,958,109
Cash payment for exploration
and dev@lopment costs . {34,501) (34,501
Sorrowing costs pa'rd . {10,487) (206,595} [178,306)
Other income 158,294 306,688 52,224 142,456
interest received 117,039 110,619 108,338 105,037
Net cash provided by/(used in)
aperating activities 25{a) (9%3,707) (3,316,%941) 891,757 {1,474,612)
Cash flows from investing activities
Proceeds from sale of inventories 492 932 15,438 492 932
Proceeds from sale of investments . 2,200,000 9,200,000
Proceeds from zale of conirolled entity 25 . 300,000 300,000
Payment for increase in shareholding
in controlled entity . - (202,474} {2,535}
Advance o subsidiaries . - 2,208,000 1,872,899
Payments for intangibles 250 . {98,012
Payrants for property, plant and equipment (200,969) (90,484) 8,729 (3,282)
Net cash provided provided by/(used in}
investing activities 291,263 9,326,942 {2,626,281}) 7,621,284
Cash flows from financing activities
Proceeds from issue of shares 16,800 648,750 14,800 &48,750
Proceeds from borrowings . (120,087) 120,087
Net cash provided by/(used in)
financing activities 14,800 528,663 16,800 L2863
Net incresse/{decrease) in
cash heid (684,944) 6,538,664 (1,717,724; 6,675,335
Cash st the beginning of the financial year 7,160,299 444,378 6,921,627 244,292
Effects of exchange rate fluctuation on the
balances of cash held in foreign currencies {644,815) {24,743)
Cash st end of financial year 7 5,828,540 7,160,299 5,203,903 6,921,627

MNaotes to the financizs! statament are inchuded on pages 31 10 43,



genotic fechnolegies limited annuc report 2003
ond contoflled entities

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

1. Summary of accounting polivies

Financia Reporting Framework

The financial report is a general-purpose financial report which has been prepared in accordance with the Corporations Act
2001, Accounting Standards and Urgent {ssues Group Consensus Yiews, and complies with other requirements of the law.

The financis! report has been prepared on the basis of historical cost and except where stated, does not take into account
changing money values or current valuations of noncurrent assets. Cost is based on the fair values of the consideration given
in exchange for azsets,

Significant Accounting Policies

Accounting policies are selected and applied in a3 manner which ensures that the resuiting financial information satisfies
the concepts of relevance and reliabifity, thereby ensuring that the substance of the underlying transactions of other events
is reported,

The following sigrificant accounting policies have been adopted in the preparation and presentation of the financial report:

{a) Accounts Payable

Trade payables and other accounts payable are recognised when the consolidated entity becomas obliged to make future
payments resulting from the purchase of goods and services, Trade accounts are normally settled within 30 days.

{o} Acquisition of assets

All assets acquired including property, plant and equipment and intangibles other than goodwill are initially recorded st their
cost of acquisition at the dste of acquisition, being the fair value of the considerstion provided plus incidental costs directly
attributable to the acquisition. When equity investrnents are issued as consideration, their market price at the date of
acquisition s used as a fair value. Transaction costs arising on the issue of equity instruments are recognised directly in enuity
stipject to the extent of proceeds received, othenwise expensed.

{c} Depreciation

Depreciation is provided on property, plant and equipment. Depreciation is caleulated on a reducing belance or straight line
basis so as to write off the net cost of each asset over its expected useful life. The following estimeted useful lives are used in
the calcuiation of depreciation:

2003 2002

Property, plant and equipment
- Flant and eguipment 13% - 40% 13% - 40%

{d} Employee Benefits

Provision is made for benefits accruing to employees in respect of wages and salaries, annual leave, long service leave, and sick
leave when it is probable that settlement will be required and they are capable of being measured refiably.

Provisions made in respect of wages and salaries, annua! lesve, sick leave, and other employee entitlerments expected to be
settled within 12 months, are measured 5t their nominal vaives using the remuneration rate expected to apply at the time
of settlemant.

Provisions made in respect of other employes entitlements such as long service leave which are not expected o be setted
within 12 months are measured as the present value of the estimated future cash outflows to be made by the consolidated
entity in respect of services provided by employees up to reporting date.

A
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003 (conT)

1. Bumrnary of sccounting policies {cont)

(e) Foreign Currency

All forengn currency transactions daring the financial year are brought to account using the exchange rate in effect at the date
of the transaction. Foreign currency monetary items at reporting date are translated at the exchange rate existing at that date,

Exchange differences are recognised in net profit or foss in the period in which they arise except that:

i exchange differences which relate to assets under construction for future productive use are included in the cost of those
assets; and

i. exchange diferences on fransactions entered into in order to hedge the purchase or sale of specific goods and services are
deferred and included in the measurement of the purchase or sale.

Exchange differences relating to foreign currency monetary items forming part of the net investrent in self-sustaining foreign
operations are transferred on consofidation to the foreign currency transaction reserve,

Financial statements of self-sustaining foreign operations are translated at reporting date using the currentrate method and
exchange differences are taken directly to the foreign curmency tranglation reserve.

{fr Goods and Services Tax

Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST}, except:

i where the amount of GST incurred is not recoverable from the taxation authority, it is recognised as part of the cost of
acquisition of an asset or a8 part of an tem of expense; or

#. for receivables and payables which are recognised inclusive of GST.
The net amount of G5T recoverable from, or payable to, the taxation suthority is included as part of receivables or payables.
Cash flows are included in the staterent of cash flows on a gross basis. The GST component of cash flows arising from investing
and financing ackvities which is recoverable from, or payable to, the taxation authority is classified as operating cash flows,
(g) Goodwill
Goodwill, representing the excess of the cost of acquisition over the fair value of the identifizble net assets acquired, is
amortised on a straight-ine basis over a period of 10 - 20 years.
(th) Income Tax
Tax-effect accounting principles are adopted whereby income tax expense ks calculated on pre-tax accounting profits after
adjustment for permanent differences, The tax-effect of timing differences, which occur when iterns are included or allowed for
income tax purposes in & period different to that for accounting, is shown at current taxation rates in the deferred tax assets
and deferred tax liabilities, as applicable,
(i) interest Bearing Liabilities
Debentures, bank loans and other loans are recorded at an amount equal to the net proceeds received. Interest expense is
recognised on an accrual basis,
(i} foventories
Inventories are vaiued at the lower of cost and net realisable value. Cost is allocated on an average basis. Net reslisable value
iz determined as the inventories’ quoted market valua,
k) Investments

Invesiments in controlled entities are carried in the Company's financial statements at the lower of cost and recoverable
amount. Dividend revenue is recognised on a receivable basis.

Investrments in other unlisted entities are camed at the lower of cost and recoverable smount. Dividend revenue is recaognised
on a receivable basis.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003 (conT)

1. Summary of accounting policies {cont)

{} Fatents

Patents are recorded at cost and amortised over a period of 5 to 10 years.

{m} Receivables

Trade receivables and other receivables are recorded at amounts due less any sllowance for doubtful debts.

{n} Recoverable Amount of Non Current Assets

Non-current assets are written down o recoverable amount where the carrying value of any non-current asset exceeds
recoverable amount. in determining the recaverable amount of non-current assets, the expected net cazh flows have not been
discounted to their present valus,

fo} Research and D@ve.‘opm@nf Costs

Research and development costs are recognised as an expense when incurred, except to the extent that such costs, together
with unamortised deferred costs in relation to that project, are expected, beyond any reasonable doubt, to be recoverable.

{p} Restoration Costs

Restoration costs are provided for at the time of the activities which give rise to the need for restoration, if this occurs prior

to commencement of praduction, the costs are included in deferred exploration and development expenditure. If it occurs
after cornmencement of production, restoration costs are provided for and charged to the Statement of Financial Pedormance
ag an expense.

{q} Revenue Recognition
Revenues are recognised at fsir value of the consideration received net of the amounts of goods and services tax {G5T).

Rendering of services
Revenue from rendering of services is recognised when the provision of these services is completed and the fee for the services
provided is recoverable,

interest revenue

Interest income is recognised as it accrues.

Safe of inventory of shares
The gross proceeds of sales of the inventory of shares sre included as revenue at the date control passes to the buyer,
usually when an unconditional contract of sale is signed. Net movements in the fair values of the trading inventory portfolic
of shares are recognised as revenues or expenses, as appropriate,

Research and development grants

Where a grant is received relating to research and development costs that have been expensed, the grant is recognised as
revenue, Where a grant is received relating o research and development costs that have been deferred, the grant is
deducted from the carrying amount of the deferred research and development costs.

License fee income

License fee revenue is booked on the receipt of the license fee cash consideration. Any securities component of the upfront
license fees is booked as revenue based on the market price of the securities at the date of signing the license agreement in
the rase of listed securities, and the price of the latest capital raising by the lcensee in the case of unlisted securities.,

{r) Principles of consofidation

The consolidated financial statements are prepared by combining the financial statements of all the entities that comprise the
consolidsted entity, being the company {the parent entity) and its controlled entities as defined in Accounting Standard AASE
1024 "Consolidated Accounts”. A list of controlled entities appears in note 30 to the financial statements, Consistent
accounting policies are ernployed in the preparation and presentation of the consolidated financial statements.

The consolidated financia! statemnents include the information and results of each controlied entity from the date on which the
company obtains control and until such time as the company ceases to control such entity.

in preparing the consolidated financial statements, all intercompany balances and transactions, and unrealised profits arising
within the conzolidated entity are eliminated i full.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003 (conT)

1. Bummary of sccounting policies {cont)

(s} Joint Ventures

Interests in joint venture operations are reported in the financial statements by ncluding the consolidated entity's share of
assets employed in the joint ventures, the share of fabilities incurred in relation to joint ventures and the share of any expenses
incurred in relation o joint ventures in their respective classification categories,

{t} Tax Consolidation System

Legislation to sllow groups, comprising a parent entity and its Australian resident wholly-owned entities, to elect to consolidate
and be treated as a single entity for income tax purposes was substantively enacted on 21 October 2002, This legislation,
which includes both mandatory and elective elements, is applicable to the company.

At the date of this report the directors have not assessed the financial effect, if any, the legislation may have on the company
and the consolidated entity and, sccordingly, the directors have not made a decision whether or not o elect to be taxed as a
singie entity. The financial effect of the implementation of the tax consolidation systern on the consolidated entity has not been
recognised in the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2003

Consolidated

(CONT)

The Company

2003 2062 2503 2002
3 % 8 8
Z. Profit from ardinary activities
fa) Revenue
Operating revenue
Sale of goods 18,143 18,1463
Rendering of senvices 2,956,673 1,602,668 -
License fee income 5,540,217 1,488,832 B.h40,217 1,430,648
Proceeds from sale of share inventaries 492 932 15,438 492 932 -
Non operating revenue
Interest received - Other parties 117,039 110,619 108,338 105,037
Proceeds on ssle of investments 9,500,000 & 500,000
Revenue on intra-grougp transter of patents 2,112,857 -
Government grants B 288 175,000 -
Management fee income 129,485
Cher revenues 71,357 195,850 51,273 12,267
Total revenue from ordinary activities 9,264,206 13,106,580 15,308,617 11,196,304
{b} Expenses:
Cost of trading inventory of shares sold 233,442 19,350 233,442 -
Cost of investments sold 8,478,789 8,678,789
Borrowing costs:
- bank loans and overdrafts 10,487 9,179
- refated party 206,595 169,127
Depraciation of plant and equipment 136,665 229,585 8,265 8,824
Exploration expenditure written off 34,504 34,501
Amartization of other intangibles 3,328,470 3,848,882 2,894,000 -
Amartization of goodwill 18,691 15,783 -
Net book value of disposals of plant and equipment 73,359 3,359 - -
Write down of value of inventories 284 424 2507127 284,426 2,492,974
Write down of value of subsidiaries 15,211,265 1,033,945
Write down of value of investments 146,533 144,533 -
Research and development expenditure expensed
as incurred 508,513 L80,212 -
Operating lease rentals AQR 277 505,774 &4,351 22,234
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2003 2002 2003 2002
$ 8 % $
3. Sale of Assets
Sales of assets in the ordinary rourse of business have given rise to the following profits and losses:
Net profits
Investments in subsidiaries f 364,172 300,000
Investrnents in unlisted companies - 521,211 521,211
Inventories of shares 259,490 - 255,490
259,490 885,383 259,490 821,211
Net losses
Property, piant & equiprment 73,359 3,359
Inventories of shares . 3,312
73,359 7,271
4. Auditors’ Remuneration
(a} Auditor of the parent entity
Auditing the financial report 42,000 25,000 37,000 25,000
Orther services 33,629 20,000 B5.514 20,000
135,629 45,000 122,514 45,000
{5) Other auditors
Auditing the financial report 31,402 19,129 19,129 19,129
Orther services . 14,037
31,402 33,148 19,129 19,129
167,031 78,148 141,643 64,129
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Consolidated The Company
2003 2062 2003 2002
3 % 8 8
5, income Tax
{a) Prima facie income tax (benefit}
caleulated at 30% of operating {loss) (1,297 ,604) (2,666,529 {2,33%,128) (1,189,787
Tax effect of permanent differences:
Amartization of intangibles 552,379 200,908 544,772 -
Intra~-group revenue on transter of patents . . {2,733,857) -
Losses used in group transfer . 1,171,234 {39,452) -
Writedown in value of subsidiary . . 4 543,468 310,199
Other non deductible items 47,760 11,975 2,197 2577
income tax adjusted for permanent differences (697 ,465) 582,412} . B70,011)
Future income tax benafit of tax losses not
bought to account - refer Note 5{b} 697,465 BR2,412 . 870,011

income tax atiributable to operating loss . . . .

{b} Future income tax benefits arising from tax losses and timing differences are not recognised as an asset
because recovery of tax losses is not virtually certain,

Revenue losses 5,825,29% 5,127,834 1,316,632 1,316,632

The realisation of the benefits depends upon:

i. the ability of the company or the consolidated entity to derive future assessable income of a nature and of sufficient amount
to enable the benefit to be realised;

i. the ability of the company or the consolidated entity to continue to comply with the conditions for deductibility imposed by
the law; and

iii. an expectation that legislation will not change in a manner which could adversely affect the company or the consclidated

entity’s ahility o realise the benefit.
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Consclidated

The Company

2503 2002 2003 2002
$ 8 % $
&, Barnings per Share
Basic earnings {loss) per share 0.018) {3.034)
Diluted earnings (foss} per share 0.0148) {0.034)
2003 2002
Number Number
Weighted average number of ordinary shares
used in the ralculation of basic and diluted
earnings per share 261,541,405 259,814,214

(a} Earnings used in the calculation of basic and diluted earnings per share is the same as the net loss in the statement of

financial performance.

(b) The following potential ordinary shares are not dilutive and are therefore excluded from the weighted average number of

ordinary shares and potential ordinary shares used in the calculation of diluted earnings per share.

Vendor options &3, 172,250 &Y. 254,250

Director aptions 3,000,000 3,000,000

Staff Share Plan 3,720,000 8,220,000

Total Undisted Options 81,892,250 80,476,250

Refar to Note 34 relating to the issue of shares after the yearend.

7. Cash

Cash on nand and st bank 5,828,540 7.160,29% 5,203,903 6,921,627

& Receivables

Current

Trade debtors 1,230,801 217,513 839,058

Other debtors 5,795 15,650 12,580
1,236,596 233,143 839,058 12,580

Men-Current

Loan to controlied entities - 5,564,217 3,424,811

Other debtors generally arise from transactions outside the usual operating activities of the consolidated entity and interest is

not charged,

G, Other Current Financial Assets

Security deposits securing performance
bond facilities 49 750

69,750

47,750

69,750
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2003 2062 2003 2002
3 % 8 8
16, Inveniories
Current
Shares in listed entities - at lower of cost and
net realissble valus™ 258,341 781,817 164,893 &82, 750
*Quoted market value of shares in
hsted companies 282,770 829,411 144,893 &B2,750
11, Other financial assets
Non-Current
investments in other entities
Uriisted shares - at cost 749 528 279,158 749,528 279,158
investments in controlled entities
Listed shares  at recoverable amount . . 316,129 245730
Unlisted shares - at recoverabie amount f f 8,477,174 29,921,696
743528 279,158 9,542,831 30,446,584

Reconciliations

Reconcilistions of the carrying amounts for each class of other financial assets are set out below:

{a) Unlisted shares in other entities - at recoverable amount

Carrying amount at the beginning of the year 279158 8,139,573 279,158 8,139,573
Additions as part of license agreement 350,503 . 350,903 -
Additions for exchange of shares 266,000 818,374 266,000 818,374
Write down (144,533) - {144,533) B
Dispasals for cash . 8,678,785 . (8,678,789)
Carrying amount at the end of the year 749 528 279,158 749,528 279,158

{b} Listed shares in controfled entity - at recoverable amount

Casrying amount at the beginning of the year . . 245,730 1,277,162
Write down to net asset value . . {132,075 {1,033,968)
Additions during the year for cash . . 202,474 2,534
Carrying amount at the end of the year . . 316,129 245,730
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Consclidated
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2003 2002 2003 2002
$ 8 % $

11, Other Hoanclsl assets (cont)
(g} Uniisted shares in controlfed entities at recoverable amount
Carrying amount at the beginning of the year . 29,921,694 29,921,696
Writedown during the year - (15,079,488}
Return of capital (6,366,832}
Additions during the year - other . 1,796
Carrying amount at the end of the year - 8477174 29.921,894
12, Property, Plant and Equipment
Flant and equipment ~ at cost 2,118,407 1,103,462 43,821 35,092
Accumulated depreciation (628,267 (5611,865) (26,957 18,4692%
Total property, plant and equipment net
book value 1,490,140 491,597 16,864 16,400
Recanciliations
Reconciliations of the carrying amounts of plant and equipment are set out below:
Gross Carrying Amount
Balance at start of financial year 1,103,462 1,665,250 35,092 31,810
Additions 1,208,567 90,484 8,729 3,282
Disposals (193,622) (652,272
Balance at end of financial year 2,118,407 1,103,452 43,821 35,0092
Accomulated Depreciation
Balance at start of financial year (611,865) (B&H4,487) (18,692} (?,868)
Depraciation expense {136,665) (229,585) (8,265 (8,824
Disposals 120,283 82,207
Balance at end of financial year (628,267) (611,865) (24,957 {18,692)
Net Book Value 1,490,140 491,597 16,864 16,400

Aggregate depreciation allocated is recognised as an expense and disclosed in Note 2b.
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% $ 5 5
13, Intangible Assels
Goodwill ~ at cost 478,012 428,012 . -
Accumulated amortisation {41,224} (22,533 . -
436,788 405,479 . -
Patents and trademarks - at cost 29.7728,336 30,280,232 14,470,000 -
Accumulated amortisation (2,533,017} 16,700,588, {2,894 000 -
20,195,319 23,579,644 11,576,000 -
20,632,107 23,385,123 11,574,000 -
Reconciliations
Reconcilistions of the carrying amounts for goodwill are set oot below:
Cost
Balance at start of financial year 428,012 246,489 369 . -
Acguisition of DNA D Labs Note 25(0) 503,000 248,012 . B
Amaunt transferred from goodwill on
acquisition of GeneType AG in respect
of patents {a) . {26,309 3869 . -
Balance at end of financial year 478,012 428,012 . -
Amortisation
Balance at start of financial year (22,533} 1,979,952
Amount transferred from amortisation of
goodwill on acquisition of GeneType AG
in respect of patents {a) . 1,973,202 . -
Amaortizsation (18,691} (15,783 . -
Balance at end of financial yesar {41,224} (22,533 . -
Net Book Value 436,788 405,479 . -
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2003 2002 2003 2002
$ $ $ $

13, ntangible Assets (cont)

Reconciliations of the carying amounts for patents and trademarks are set out below:

Cost
Balance at start of financial year 303,780,232 3,732,990

Amount transferred from goodwit on
acouisition of Genelype AG in respect

of patents (a} . 26,309,369
Patents transferred from Genelype AG . - 14,470,000
Exchange rate movements {551,8%4) 237,873
Balance at end of financial year 29,728,336 30,280,232 14,470,000

Amortisation
Balance at start of financial year {6,700,5588) (B78,504)
Exchange rate movements A, 041 -

Amount transferred from amortisation of
goodwill on acquisition of GeneType AG

in respect of patents (a} . (1,973,202)

Amortisation {b} {3,328,470) (3,848,882) {2,894,000%
Balance at end of financial year {9,533,017) {6,700,588) 2,894,000}
Net Book Walue 203,195,319 23,579,644 11,576,000

{a) In June 2002, the amount of goodwill relating to the fair value of the underlying assets on acquisition of GeneType AG was
raciassified from goodwill to patents and trademarks.

{b} Aggregate smortisation allocated is recognised as an expense and disclosed in Note 2b.

14, Payables

Current

Trade creditors 1,978,150 716,624 1,020,222 170,676
Unsecured loan F40,000 700,000

Loans from controlled entities . - 47 47
Sundry creditors and accruals 35,703 273,372 34,902 273,372

2,715,053 1,689,994 1,057,171 444,095

All payables are nonsinterest bearing.
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15, Provistons
Current
Employee entitlemeants 253,08% 174,737 112,729 52,011
Number of employess at year end 27 23 4 z
16, Other non-current Habilities
Wholly owned controlled entities 43,043 869,540
17, Contributed equity
Fully paid ordinary shares
Batance at beginning of the year represented
by 261,328,474 (2002 . 257,793,804) shares 39,351,301 53,957,294 39,351,301 53,957,294
Add shares issued
1,000,000 share placement for cash at 50 cents 500,000 500,000
94,340 shares issued as part of business
acouisition at 53 cents each 50,000 50,000
315,000 shares issued for services at
50 cents sach 157,500 157,500
180,000 shares ssued for services at
41.5 cents sach 42,250 82,250
507,560 shares issued to scquire investments
at 55 cents each 279,158 273158
Prorata capital reduction approved in general
meeting on 30 Novernber 2001 {164,342 867 [16,342,867)
84,000 (2002 - 743,750 Exercise of aptions at
20 cants each 16,800 148,750 16,800 148,750
700,000 shares ssued to scquire investments
at 38 cenis 266,000 264,000 -
121,951 shares issued as part of business
acquisition at 41 cents 50,000 50,000 -
724,020 on acquisition of shares in
Cytornation fnc at 74.5 cents each 539,216 539,214
Batance at end of the year represented by
262,234,425 ordinary shares 39,684,101 39,351,301 39,684,101 39,351,301

Fully paid ordinary shares carry one vote per share and camry the right to dividends.
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18, Vendor, Directors and Steff Share Option Plan

(a} Unlisted Vendor Options

On 29 August 2000, shareholders approved the issue of 70,000,000 unlisted options to the vendors of GeneType AG at an
exercise price of 20 cents on or before 14 Aprit 2005,

2003 2002

MNumber Number
Balance at the beginning of the financial year {i) 69,256,250 70,000,000
Granted dusing the year
Exercised during the yesr (i} (84,000 {743,750)
Lapsed during the year
Balance at the end of the financial year i} 69,172,250 69,258,250
{i) Balance at the beginning of the financial year
2003 Number Grant date Expiry Date  Exercise Price
Options - Series
Vendor options 69,256,250 29/8/00 144405 $0.20
2002 Number Grant date Expiry Date  Exercise Price
Options - Series
Vendor options 70,000,000 29/8/00 144405 $0.20

Vendor options carry no rights o dividends and no voting rights.

In accordance with the terms of the vendar options, options can be exercised at any time from the date of their izsue to the
date of their expiry,

{ifvendor Options Exercised during the Financial Year

2003 No of Grant Exercise Expiry  Exercise No of Fair Value Fair Value of
Optians Date Date Date Price Shares Received Shares at Date

Exercised issued of Issue

Vendor Options 84,000 Z9/8/00 29/5/03  1474/05 $0.20 84,000 16,800 $34,440
2002 No of Grant Exercise Expiry  Exergise No of Fair Value Fair Value of
Optians Date Date Date Price Shares Received Shares at Date

Exercised issued of Issue

Vendar Options 140,000 Z9/8/00 Y7A2/01 0 14/4/05 $0.20 140,000 £28,000 $67,900
Vendaor Options 238,589 Z9/8/00 16/4/02  14/4/05 $0.20 238,589 547,718 $155,083
Vendaor Options 337,161 Z9/8/00 16/4/02  14/4/05 $0.20 337,161 867,432 $21%,155
Vendor Options 28,000 Z9/8/00 18/4/02  14/4/05 $0.20 28,000 $5,600 $18,200
743,750 743,750 $148,750 $460,338

Fair value of consideration received is measured as the nominal value of cash receipts on conversion. The fair value of shares at
the date of issue is measured as the market value at close of trade on the date of their issue.
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18, Vendor, Directors and $1aft Share Option Plan (cont)

{iiij Balance at End of Financial Year

2003 Number Vested Unvested
Number Number

Vendor Options &P, 172,250 &P 172.250

2002 Number Vasted Unvested
Number Number

Vendor Options &%, 254,250 &%, 254,250

Vendor options carry no rights to dividends and no voting rights,

Grant Expiry Exercise
Date Date Price $
2%9/8/00 14/4/05 $0.20
Grant Expiry Exercise
Date Date Price $
29/8/00 14/4/05 $0.20

in accordance with the terms of the vendor options, options can be exercised at any time from the date of their issue to the

date of their expiry.

Consideration received on the exercise of vendor options is recognised in contributed equity. During the financial year $16,800
{2002 - $148,750) was recognised in contributed edquity arising from the exercise of vendor aptions,

{o} Unlisted Directors Options

On 29 August 2000, shareholders slso approved the issue of 3,000,000 unlisted options to directors at an exercise price of

45 cents on or before 14 April 2005,

Balance at the beginning of the financial year (i)
Granted during the yesr

Exercised during the year

Lapsed during the year

Balance at the end of the financial year {ii)

{ij Balance at the beginning of the financial yesar

2002 and 2003 Number
Options - Series
Unlisted Directars options 3,000,000

Directors options carry no rights to dividends and no voting rights.

2003 2002
Number Number
3,000,000 3,000,000
3,000,000 3,000,000

Grant date Expiry Date Exercise Price

2980 14/4/05 $0.45

in accordance with the terms of the Directors options, options can be exercised at any time from the date of their issue to the

date of their expiry.
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18, Vendaor, Directors and Steff Share Option Plan {cont)

(b) Unlisted Directors Options (cont}
{i) Balance at End of Financial Year

2003 Number Vested
Number

Uniisted Directors

Options 3,000,000 3,000,000

2002 Number Vested
Number

Uniisted Directors

Options 3,000,000 3,000,000

Unvested
Number

Unvested
Number

Directors options carry na rights to dividends and no voting rights,

Grant Date

2%/8/00

Grant Date

2%/8/00

Expiry
Date

/405

Expiry
Date

/405

Exergise
Price $

$0.45

Exergise
Price $

$0.45

In accordance with the terms of the vendor options, options can be exercised at any time from the date of their issue to the

date of their expiry.

The difference between the total market value of options issued during a financial year, at the date of issue, and the total
amount received from directors [N#} is not recognised in the financial statements except for the purposes of determining
directors’ remuneration in respect of that financial year as disclosed in note 22 to the financial statements, The amounts are

dizclozsed in remuneration in respect of the financial year in which the entitlement was earned.

(c} Staff Share Plan

On 30 November 2001 shareholders approved the establishment of the Staff Share Flan.

Balance at the beginning of the financial year {i)
Granted dusing the year {ii)

Exercised during the yesr

Lapsed during the year {iii)

Balance at the end of the financial year {iv}

{i) Balance at the beginning of the financial year
2003

Options - Series

lesued 30/11/01

lesued 30/11/01

lesued 30/11/01

Options issued under the Staff Share Plan carry no rights to dividends and no voting rights,

Number

4,750,000
2,150,000
1,320,000

8,220,000

2003 2002
Number Number

8,220,000
2,250,000 8,470,000
{750,000} {250,000)
9,720,000 8,220,000
Grant date Expiry Date Exercise Price
3101 3041107 $0.61
3101 3041107 $0.56
3101 30/11/07 £0.49

In aooordance with the terms of the Staff Share Plan, options vest an the basis of 25% per annum and can be exercised at any

time after vesting to the date of their expiry.
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18, Vendor, Directors and $1aff Share Option Plan (cont)

{c} Staff Share Flan (cont}
(iiy Granted During the Year

2003

Option - Series
{zgued 9/7/02

{ssued 17/7/02
{ssued Z0/5/03
{ssued Z0/5/03

2002

Option - Series
fsgued 30711004
fsgued 30711004
fssued 30711004

Options issued under the Staff Share Plan carry no rights to dividends and no voting rights.

Number

200,000
200,000
1,675,000
+75,000

2,250,000

Number

4,750,000
2,150,000
1,570,000

8,470,000

Grant Date

27102
1777762
20/5/433
20/5/433

Grant Date

3011701
3011701
3011701

Expiry Date

P8
777708
20/5/09
20/5/09

Expiry Date

30/11/07
30/11/07
30/11/07

Exergise
Price

30.56
30.49
30.44
%0.38

Exergise
Price

20.61
30.56
30.49

Fair Vaiue
Received

Fair Vaiue
Received

in accordance with the terms of the Staff Share Plan, options vest on the basiz of 25% per annum and can be exercised at any
time after vesting to the date of their expiry.

{iiiy Lapsed during the year

The foliowing equity-based instruments issued to employees have lapsed during the reporting period as a result of staff
ceasing to be employed by the company:

Options - Series
{ssued 30/11/04
{ssued 30711704

20063 2002
Number Number
250,000 250,000
500,000
750,000 250,000

Exercise

Price

$0.49
$0.61

The above options are options to purchase ordinary shares at the exercise price at any time from the dste of their issue to the
date of expiry, subject to the vesting provisions of only 25% per annum. The lapsed options carry no voting or dividend rights,
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18, Vendaor, Directors and Steff Share Option Plan {cont)

(c} Staff Share Plan (cont)

{iv] Balance at End of Financial Year

2003 Number Vested Unvested Grant Date Expiry Date Exercise
Number Number Price $
Option - Saeries
lssued 30/11/01 4,250,000 1,062,500 3,187,500 30O 30711707 $0.61
lesued 30/11/01 2,150,000 537,500 1,612,500 301101 30/11/07 $0.56
lesued 30/11/01 1,070,000 267,500 802,500 301101 301107 $0.4%
lesued 9/7/02 200,000 . 200,000 /7702 RFI08 $0.56
lesued 17/7/02 200,000 . 200,000 17/7/02 Y7ATA08 $0.4%
lssued 20/5/03 1,675,000 - 1,675,000 20/5/03 204509 $0.44
lesued 20/5/403 175,000 . 175,000 20/5/03 20/5/0%9 $0.38
9,720,000 1,867,500 7,852,500
2002 Number Vested Unvested Grant Date Expiry Date Exercise
Number Number Price %
Option - Series
lesued 30/11/01 4,750,000 . 4,750,000 301101 30/11/07 $0.61
lesued 30/11/01 2,150,000 . 2,150,000 301101 30/11/07 $0.56
lesued 30/11/01 1,320,000 . 1,320,000 301 1/01 301107 $0.4%
8,220,000 - 8,220,000

Options issued under the Staff Share Plan carry no rights to dividends and no voting rights,

In aooordance with the terms of the Staff Share Plan, options vest an the basis of 25% per annum and can be exercised at any
time after vesting to the date of their expiry.

The difference between the total market value of options issued during s financis! year, at the date of issue, and the total
amount received from employees {nil] is not recognised in the financial staterments except for the purposes of determining
directors’ and executives remuneration in respect of that financial year as disclosed in note 22 and 23 to the financial
statements. The amounts are disclosed in remuneration in respect of the financial year in which the entitlernent was eamed.
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(CONT)

The Company

2003 2062 2503 2002
3 % 8 8
12, Reserves
{a) Composition
Share option reserve -
Foreign currency transiation reserve 592,310 581,373 -
692,310 581,373 .
{b} Movements
Share option reserve
Balance as 5t beginning of the year 1,564,356 1,564,356
Transfer to accumulated iosses 1,564,354} {(1,564,358)
Balance at end of year -
Foreigr Corrency Translation Reserve
Balance as at beginning of yesr 581,373 358,911 .
Net transiation sdjusiment 110,937 222,467 -
Balance at end of year &H2,.310 BR1,373 -
20, Accurmulated losses
Retained earnings/{Accumulated losses)
at beginning of year [8.324,594) (17,907,223} 857,565 [13,083,700)
Transfer from contributed equity as a prorste
reduction in capital approved by shareholiders
{Ses note 17) 16,342 867 16,342,867
Transfer from share option reserve (See note 19) 1,564,356 1,564,356
Net (loss) attributable to members of the
parent entity (4,160,331 {8,824, 594} {7,797.093) {3.965,958)
Retained earnings/[Accumulated losses)
at the end of the year {12,784 925} {8,824, 594} {6,93%,528) 857,545

49



gengtic technologies lim#ed annual report 2003
and controlled entitios

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003 (conT)

21, Additional Financial Instrument Disclosure

(a} Interest Rate Risk Exposures

Cash assets totalling $5,828,540 (2002: $7,160,229} have a weighted average floating interest rate of 1.9% (2002: 2.85%).
& weighted flosting interest rate of 0% (2002: 2.85%;) on security deposits totalling $49,750 {2002: $69,750) is included in other
cursent financial assets.

Other receivables, investments, accounts payable and other financial items are non-interest bearing,

(b) Met fair values of financial assets and liabilities

Valuation Approach

Net fair values of financial assets and liabilities are determined by the conzolidated entity on the following basis:
Recognised Financial lnstruments

Listed shares included in “lnventaries” are traded in an organised financial market. The net fair value of listed shares are
determined by valuing them at the guoted bid price for an asset or offer price for 5 liabiity, adjusted for transaction costs
necessary to realise the asset or settle the lishiity,

Monetary financial assets and financial lisbiiities not readily traded in an organised financial market are determined by valuing
them at the present value of contractual future cash flows on amounts due from customers or due to suppliers, The carrying
amount of bank term deposits, accounts receivable and accounts payable approximate net fair value.

(c} Met fair values

Recognised Financial nstruments

The carrying amounts and net fair values of financial assets and liabilities ae st the reporting date are as follows:

Consolidated Consolidated
2003 2003 2002 2002
Carrying amount  Net fair value Carrying amount  Net fair value
$ 5 $ $
Financial assets
Cash 5,528,540 5,528,540 7,160,299 7,160,299
Receivables 1,286,346 1,286,348 302,913 302,913
Cither . .
Irventorias:-
Shares in other corporations
» listed 258,341 262,790 781,817 829,411
Financial liabilites
Arcounts payable 2,715,053 2,715,053 1,689,996 1,689,994

The listed shares in other corporations are readily tradeable on organised markets in a standsrdised form. Al other financial
assets and liabilities are not readily tradable on organised markets in a standardised form.
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22, Remuneration of Directors
Directors” income
The number of Directors of
Genatic Technologies Limited whose income
from the Company or any related party falls
within the following bands:
Mo No
% 0.-% 95% 1 1
§ 50000 - § 59999 1 .
$ 90000 - F 79999 - 1
$140,000 - $149,999 1 .
$150,000 - $159,099 . 1
$170,000 - $179,999 . 1
$310000 - $319,999 1 .
$480,000 . $489,9%9 1 .
The aggregate income paid or payable, or
otherwise made available in respect of the
financial year to all Directors of the Company
and cantmiied entities directly or indirectly by
the Company or any related party 1,739,158 235,025 1,001,515 428,002

Remuneration of directors includes director's fees together with management and consulting fees paid to entities associated
with the Directors as disclosed in Note 2%

2,000,000 unlisted options of 45 cents were appmv@d and granted to Dr Mervyn Jacobson and 1,000,000 to lan Dennis on
29 August 2000, These options have an exercise price of 45 cents and are exercisable on or before 14 Aprit 2005,

2,000,000 unlisted options of &1 cents were approved and granted to Dr Mervyn Jacobson, 1,000,000 to ian Dennis and
500,000 to Fred Bart on 30 November 2001, These options have an exercise price af 41 cents and are exercisable on or before
30 Navember 2007,

Persons who have acted as Directors of the Company during the financial year ended 30 June 2003 are:

Dr Marvyn facobeon lan Alistair Dennis

Fred Bart Prof Deon Venter (Appointed 17 March 2003)
Russell Granzow (Appointed & May 2003)
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Caonsclidated The Company
2003 2002 2003 2002
$ $ $ $
23, Executives’ remuneration
The number of Australian based executive
officers (including executive directorst of the
Company and of the controlled entities whose
remuneration from the Company or relsted
parties, and from entities in the consolidated
entity, falls with the following bands:
£100,00G - $109,999 1
$120,000 - §129,999 1 3
$£130,000 - $159,999 1 2 1 1
$160,000 - $169,999 1 N
$170,000 - $179,000 1 N
$240,000 - $249,999 1 N
£310,000 - §319,999 1 - 1
$460,000 - 469,999 . 1 - K
£480,000 - 489,999 1 - 1
Total income in respect of the financial year
received, or due and receivable, from the
Company, entities in the consolidated entity
orf related parties by executive officers of the
Company and of controlled entities whose
income is $100,000 or more 1,660,135 834,690 255,427 327,667
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24, Segment information
Business Segmenits {Primary segments) - 2003
External Sales - BA494,870 452,937 9,989,822 9,989,822
intersegment sales . -
Unallocated revenues - 274,384 274,384 274,384
Total revenue - BAY4,870 452,937 274,384 9,264,206 9,264,208
Segment resuits - (4,153,874 {171,459) (4,325,345) {4,325,345)
Loss from ordinary activities
hefore income tax axpense 4,325,345} (4,325,345)
income tax expense relating
to ordinary activities -
Net Loss (4,325,345} {4,325,345)
Segment assets - 23,408,593 1,007,869 5,828,540 30,245,007 30,245,002
Segment kabilities - 2,568,142 2,968,142 2,968,142
Acguisition of segrment assets - 1,208,547 &146,9203 1,825 470 1,825 470
Depreciation and amortisation
of segment assets - 3,483,824 3,483,825 3,483,824
Other non-cash ENDENSEs - 430,959 430,959 430,759

The principal services of each business segment is as follows:

Mining - residual interest in mineral exploration tenements in Australia,

Bictechnology ~ research, service testing and licensing of intellectual property in Switzerland and Australia,

lnvestment - eqguity investments in other entities in USA, Canada and Australia.

53



genetic technologies lim#ed annual report 2003
and controlled entifios

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003 (conT)

2003 2063 20063 2003 2003 2063 2003 2003
Australia Canada USA Switzerland Unaliocated Totals Eliminations Consolidated
$ % $ 3 %

24, Segment Information {vont)

The consolidated entity operates in Australia, USA, Switzerland and Canada in the biotechnology, mining and
investment industries,

Geographical Segments - 2003

Revenue R,%87,644 1,978 . . 274,384 2,264,706 . 9,264,206
Segrent resolts 3,779,382y {30,133} . (515,830) . 44,325,345} . {4,325,345)
Loss from

ordinary activities
before income
1ax expense (3.779,382) {30,133 . (515,830 - 14,325,345} . {4,325,345)

Income tax
expense relating to
ordinary activities - . . N

Net Loss (3.77%9.382) (30,133 . (515,830 - {4,325,345} . {4,325,345)
Segment assets 23707215 410,459 . 298,788 5,828,540 30,245,002 . 30,245,002
Segment lisbilities 2,949,577 6,305 . 12,260 - 2968142 . 2,768,142

Acquisition of
segment asseis 1,825,470 . . . . 1,825,470 . 1,825,470

Depreciation and
amortisation of
segment asseis 3,005,635 . . A78 190 . 3483824 . 3,483 8724
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24, Segment information {cont)
Business Segmenits {Primary Segment) - 2002
External Sales 318,163 3,091,500 9,215,438 12,352038 12,352,038
intersegment . .
Unallocated revenues 481,479 481,479 754,544
Total revenue 318,163 3,091,500 9,215,438 481,479 13,1056 580 13,106,580
Segment resuits 265,499 (5,642,890 (2,511,039 (8,888,430) (8,888,430)
Loss from ordinary activities
hefore income tax (8,888,430} (8,888,430}
income tax expense relating
to ordinary activities -
Met Loss (8,888,430}
Segment assets 31,939,932 1,080,975 33,000,907 33,000,907
Segment kabilities 1,864,730 1,864,733 1,864,733
Acgisition of segment assets 248012 248012 ZAB 012
Depreciation and amortisation
of segment assets s4712 0 4,023 538 A4 094,250 4,094,250
Write down of investments 2,507,127 2,507.127 2,507,127
Other non-cash ENDENSEs 34,501 157,500 2,807,127 &2.250 2,781,378 2,781,378

The principal services of each business segment is as follows:

Mining - residual interest in mineral exploration tenements in Australia,

Bictechnology ~ research, service testing and licensing of intellectual property in Switzerland and Australia,

lnvestment - eqguity investments in other entities in USA, Canada and Australia.
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Australia Canada USA Switzerland Unaliocated Totals Eliminations Consolidated
$ % $ 3 %

24, Segment Information (cont)

Geographical Segments - 2002

Revenue 12,818,925 121,234 62,056 55,802 110,619 13,168,636 [62,056; 13,106,580

Segment results (8,211,555 {43,495 20,917 (754,42%) 100,132 {8,888,430; . (8,888,430}

Loss from ordinary
activities before
income tax 8,211,555 {43,495y 20,917 (754,429) 100,132 {8,888,430) - {8,888 ,430)

Income tax expense
refating o
ordinary activities - . . N

Net Loss (8,211,555 {43,495 20,917 (754,42%) 100,132 {8,888,430; . (8,888,430}
Segment assets 31,905,331 239,608 . 855,968 - 33,000,507 . 33,000,907
Segment liabilities 1,837,131 3,757 4,922 18,923 - 1,864,733 . 1,864,733

Acquisition of
segment asseis 248012 . . . . 248,012 . 248,012

Depreciation and
amortisation of
segment asseis 3,232,693 . . B&1,637 . 4.0%4 250 . 4,094,250
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The Company

2003 2062 2003 2002
3 % 8 8
25, Motes to the staterments of cash Hows
{a) Reconciliation of loss from ordinary activities after income tax to the net cash used by operating activities
{Loss) from ordinary activities after income tax 4,325,345} {8,888,4300 {7,797,093) (3,265,958)
Add/less) non cash items:
Wirite down of value of inventories 284,424 2,507,127 284,426 2,492 974
Wirite down in the value of investments 146,533 144,533 -
Wirite down of value of controlled entities to
net asset value 15,211,561 1,033,964
Amortisation of goodwill/patents 3,347,141 3,864,665 2,894,000 -
Gain on intra-group transfer of patents (%,112,857) -
Depreciation of plant and equipment 136,665 229,585 8,265 g,824
Loss on sale of property, plant and equipment 73,359 3,359 - -
Profit {loss! on sale of inventories {259,490) 3,912 {259,490) -
Profit on sale of investments (685,383 (821,211)
Securities issusd for expenses 219,750 219,750
Equipment received as part of sales {754,268} -
Securities received as part of sales {350,72043 850,785} {350,904 737,577
Foreign exchange movements B4t 507 7,783 -
Other 3
Changes in assets and habilities:
Trade debtors (1,013,288} 113,208 {83%,058) 110,666
Cther debtors 9,855 (158,484} 12,580 792
Orther financial assets 20,000 20,000 -
Provisions 78,352 87,680 60,718 22,407
Trade creditors 1,011,194 429 092 849,546 160,750
Sundry creditors and accruals (239,464) (236,470) -
Net cash generated {used) by operating activities (993,707) 13,316,241 891,757 (1,474,612
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2003 2002 2003

$ 8 $

The Company
2002
$

25, Motes to the statements of cash flows (cont)

(b) Business acquired

During the financial year, a business was acguired. Details of the acquisition are as follows:

Consideration

Cash . 98,012
Consideration payable . 10,000
Crdinary shares 50,000 50,000

50,000 248,012

Fair value of net assets acquired

Goodwill 50,000 248,012

Net Cash Outflow on Acguisition
Cash . 98,012

(c) Businesses disposed

During the previous financial year, the consolidated entity disposed of Golden Mount NL and Mt Alexander Goldfisids NL.

Details of the disposal are as follows:

Consideration

Cash . 300,000 300,000
Book Value of Net Assets Sold
Current asseis
Receivables . 20,000
MNon Current Assets
Property, plant & equipment f 145,828
MNon Current Liabilities
Prowvisions . (250,000)
Net sssets disposed . {64,172
Prafit on disposal . 364,172 300,000
Net cash inflows from sale of controfied entity . 300,000 300,000
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#5%. Botes to the statements of cash Hows {cont)
{d} Non-Cash Financing and Investing Activities

2003

The consolidated entity issued 700,000 ordinary shares at 38 cents each to acquire a shareholding in XY, Inc at a vaiue
of $266,000.

The consolidated entity also issued 121,951 ordinary shares at 41 cents each as part of the consideration o acquire
OMNAD Labs at a value of $50,000.

As part of the licensing transaction with Pyrosequencing of Sweden, the company received 3 machines for its Melbourne
taboratory with a fair value of $754,248.

2002

During the financial year, the consolidated entity settled the payment for services by the issue of ordinary shares at market
prices at the time of the issue, One transaction involved the issue of 315,000 ordinary shares at 50 cents each with a value of
$157,500 and the other transaction involved the issue of 150,000 ordinary shares at 41.5 cenis each with a value of $62,250.

The consolidated entity also issued 507,580 ordinary shares at 55 cents each to acquire a shareholding in XY, Inc at a value
of $279,158.

The consolidated entity also issued 724,020 ordinary shares at 74.5 cents each to acquire shares in Cytomation [nc at a value
of $539,216.

The consolidated entity also issued 94,340 ordinary shares at 53 cents each as part of the consideration to acquire
OMNAWD Labs at a value of $50,000.

26, Commitments
Capital expenditure commitments

The Company does not have any significant capital expenditure commitments that are subject o binding contracts. However
the Company has continding rminimal expenditure requirements of the Western Australian Mines Department in respect of its
prospecting licences, expiorstion icences and mining leases,

The Company has entered into & conditional purchase agreement to purchase an item of equipment for A$455,000 exclusive of
GST subject to installation and satisfactory performance criteria. On the basis that the equipment meets the criteria, the
purchase price is due to be paid prior 1o 31 Decamber 2003.

in respect of the Duketon Beit Joint Venture with Johnson's Well Mining NL in which the Company has a 19.84% {2002: 21.18%}
interast, the Company is not contributing any funding towards the praject by agreement with the joint venture partner and will
dilute its interest in the project.

27, Contingent Liabilities

The consolidated entity has beer notified of a number of native title claims covering exploration tenements in the Duketon Belt
Joint Venture in Western Australia held by the consolidated entity under the Commonwealth Native Title Act, 1993, Until
further information regarding the claims and the affected area i available, the consolidated entity will not be in a position to
assess the likely effect, if any, of any claim. However, the Directors expect that existing exploration will not be materiafly
affected by any claim or the claims in aggregate.

59



gengtic technologies lim#ed annual report 2003
and controlled entitios

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003 (conT)

28, Joint Venture Operations
The consolidated entity has an interest in the foliowing joint venture:

On 29 September 1995 the Company entered into & foint Veniure agreement with Johnson's Well Mining NL for the Dukeion
Belt Project. Johnson's Well Mining NL originally had a 75% interest in the Duketon Belt tenements and the Company had 25%.
Johnson’s Well Mining ML subsequently soid part of #s interest in the Joint Venture to Newmont Australia Limited. The
Company is no longer contributing to the joint venture operating costs and its interest has reduced from 25% to 19.84% with
the agreemant of Johnson's Well Mining NL and Newmont Australia Limited. The Company has written off ite entire investment
in the Duketon Belt Project in previous years, The Joint Venture is managed by Newmont Australia Limited,

2%, Belated Party Transactions

(&} Directors

The name of directors and details of remuneration (including transactions disclosed in {b) below) are set out in Note 22.

(b) Transactions with the Company or its Controfled Entities

Denniz Corporate Services Pty Limited i associated with Mr | A Dennis and provided management and accounting services
to the Company for the year ended 30 June 2002 and received $32,667. No services were provided during the year ended
30 June 2003,

4F Investments Piy Limited is associated with Mr Fred Bart and provided management services to the Company for the year
ended 30 June 2003 and received $54,000 {2002 . §72,000).

Bankberg Pty Limited is associated with Dr Mervyn Jacobson and provided the office and laboratory premises to Genelype Pty
Lirmited at Hanover Street, Fitzroy, During the year to 30 June 2003, Genelype Pty Limited paid Bankberg Pty Limited rent and
outgoings of $364,542 (2002 - $483,538).

GrapeSeed intl is associsted with Mr Russell Granzow and provided management services to the Company for the period
17 April 2003 to 30 June 2003 and received $58,761 {2002 -~ Nil).

During the year the Company acquired an additional 17,500 cornman shares in XY, Inc {a director related entity} on an arms
length basis, The Company owns 0.42% of the issued common shares of XY, Inc,

Transactions with directors are on normal commercial terms and canditions.

(c) Directors’ Holdings of Shares and Share Options

The interests of Directors of the reporting entity and their Director - related entities in shares and share options of entities
within the consolidated entity at yearend are set out beiow,

Caonsclidated The Company
2003 2002 2003 2002

Genetic Technologies Limited
Shares Options
{number held) {number held}
Dr Mervyn Jacobson 100,900,900 100,513,500 53,000,000 53,000,000
Mir Fred Bart 26,918,214 26,818,214 500,000 500,000
Mr fan Alistair Dennis 300,000 300,000 2,000,000 2,000,000

Prof Deon Venter -

Ruseall Granzow B

[-11]
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2%, Related Party Transactions {cont)

{dy Directors’ transactions in shares and share options

During the previous year, unlisted options were granted to directors under the Staff Share Plan exercisable at 61 cents each on
or before 30 November 2007, Ur Mervwyn Jacohson received 2,000,000, lan Dennis 1,000,000 and Fred Bart 500,000,

No options were exercised by directors at 30 June 2003,

{e} Balances with Entities within the wholly owned group

The Company

2003 2002
$ $
The aggregate amount receivable/{payable) from {to} wholly owned
controlled entities by the Company at balance date:
Non - cument assats 6,564,217 3,424,811
Mon - current liatbilities {43,043 B8469,540)

These amounis are interest-free and repayable at call, however are not expected to be repaid within twelve months,

20, Controlled Bntities

{a) Particulars in refation to controlied entities:

Ordinary Share

Country of Caonsclidated
Incorporation Interest Held
2003 2002
Parent Entity
Genetic Techrologies Limited Australia
Controlled Entities
Genelype AG Switzerland 100% 100%
Genelype Corporation USA 100% 100%
GeneType Pty Limited Australia 100% 100%
Simons GeneType Diagnostics Piy Limited Australia 100% 100%
Genetic Technologies Corporation Pty Limited Australia 100% 100%
Silbase Scientific Services Pty Limitad Australia 100% 100%
RareCeliect Limited Australia 100% 100%
immunaid Pty Limited Australia &0% £0%
AgGenomics Pty Limited Australia 50.1% 50.1%
Gtech International Resources Limited Canada 78.22% 70.58%

The controiied entities’ shares are all owned directly by the parent entity.

61



gengtic technologies lim#ed
and controlled entitios

annual report 2003

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2003 (conT)

30, Controlled Entities (Cont)

(b) Disposal of controlled entities

During the previous financial year the consolidated entity disposed of its 100% interest in Golden Mount NL and Mt Alexander
Goldfields NL. The sggregate gain to the conszolidated entity was $364,172.

3, Outside BEguity Interests

Consolidated

2003 2002
$ $
Cuitside equity interests in controlled entities comprise:
Contributed equity 1,082,028 1,402,087
Accumulated losses (1,230,970 {1,424,342)
Reserves 34,242 50,347
Total cutside aquity interests 114,628} 28,094
37, Total equity reconciliation
Caonsclidated The Company
2003 2002 2003 2002
$ 8 $ $
Total equity at the beginning of the year 31,136,174 38,067,754 40,208,866 42 437,950
Tetal changes in parent entity interest in equity
recognised in statement of financial performance {4,049 3%4) (8,602,132) 7,797,093 {3,965,958)
Transactions with owners as owners:
Cantribution of equity 332,800 1,736,874 332,800 1,734,874
Total changes in outside aquity interests {142,720) (66,372)
Total equity at end of year 27275880 31,138,174 32,744,573 AD 208,848

3L Leases
Operating Leases

Cperating leases relate fo offiice premises in Sydney and Melbourne and laboratory facilities in Melbourne with lease terms
between 2 and 10 years. The Melboume laboratory facility has an option to extend for a further 10 years. The Melboumne

labaratory faciities are owned by & company associated with the Executive Chairman. All operating lease contracts contain
market review clauses in the event that the company/consofidated entity exercises its aption to renew. The
company/consofidated entity does not have an option to purchase the leased assets at the expiry of the lease periods,

Net ionger than 1 year
Longer than 1 year and not longer than 5 years

Longer than 5 years

399,224 278,736 25,077 52,496
1,487,472 955,113 50,153
1,487,472 131,200
3,374,168 2,365,049 25,077 102,649
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34, Subsequent Bvents

Or 25 August 2003, the Company announced that it had placed 13,333,333 new ordinary shares st 75 cents each raising
$10.000,000. As part of the placement the company slso issued 6,666,667 unlisted options on the basis of one option for each
two shares subscribed in the placement. These options sre exercisabie at a price of $1.00 each on or befoere 30 September 2005,
These new shares and options wilt be issued on 3 Septernber 2003 and will be listed on the Australian Stock Exchange on

5 Septembar 2003

Since the end of the financial year, the following unlisted options have been exercised:

Description Number
Directors Options at 45 cents expiring 14 rf—\pril 2005 1,000,000
Vendor Options at 20 cents expiring 14 Aprit 2005 3,182,000
Staff Options at 56 cents expiring 30 November 2007 125,000
Staff Options at 49 cents expiring 30 Movember 2007 75,000

The financial effects of the above transactions have not been brought o account in the financial statements for the year ended
30 June 2003

3%, Additional Company Infermation

Genetic Technologies Limited is a listed public company, incorporated and operating in Australia, North America and Europe.

Registered Office and Principal Place of Business Sydney Business Office
&0-66 Hanover Street Level 9

Fitzroy VIC 3065 185 Macquarie Street
Australia Sydney NSW 2000
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Additional information required by the Australian Stock Exchange Limited Listing Rules and not disclosed elsewhere in

this report.

Hame Exchange

The Company ordinary shares are guoted on the Australian Stock Exchange Bimited, The Home Exchange is Perth. The ticker
symbol for the ordinary shares is "GTG".

Substantiai Shareholders

At 26 August 2003 the following substantial sharehalders were registered:

Ordinary Shares Percentage of total

Ordinary shares

Dr Mervyn Jacobson 100,900,700 37.84%
Security & Equity Resources Limited 26,918,214 3. 10%

Voting Rights
Rule 74 of the Cornpany’s Constitution stipulates the voting rights of members as foliows:
"Subject to any rights or restrictions for the time being attached to any class or classes of shares and to this Constitution:

{a) On a show of hands svery person present in the capacity of a Member or 5 proxy, sttormey or representative [or in more
than one of these capacities} has one vote; and

B On a polf every person present who iz a Member ar proxy, attorney or Representative has
{iy For each fully paid share that the person holds or represents - one vote; and

liiy For each share other than a fully paid share that the person holds or represents - that proportion of one vote that
the amount paid (not credited) on the shares bears to the total smount paid and payable on the share {excluding
amounts credited).”

Distribution of Equity Security Hoiders
At 26 August 2003 the distribution of equity security holders wers:

Ordinary Number of
Range Shareholders Shares
11,000 318 244,588
1,001 - 5,000 1,341 4,191,029
5,001 - 10,000 820 6,931,200
10,001 - 100,000 1.073 35,062,137
100,001 and over 184 220,185,471
Total 3,736 266,616,425

There were 417 ordinary shareholders with less than a marketable parcel,

Thera is no current on-market buy-back,
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At 26 Angust 2003 the 20 largest ordinary sharehoiders held 68.06% of the total issued fully paid quoted ordinary shares

of 266,616,425,
Fully Paid Percentage
Shareholder Ordinary Shares of total
1. Dr Mervyn Jacobson Group 100,200,900 37.84%
2. Security & Equity Resources Eimited 26,918,214 10.10%
3. DrMervyn Jacobson as trustee 2724142 3.465%
4. Gail Bratz 6,043,433 2.27%
5. Maurie Stang 4,718,000 1.77%
6. Bernard Stang 4. 714,583 1.77%
7. Fodiro Pty Limited 3,279,983 1.23%
8. Tamara Milstein 3,069,000 1.15%
% Jack Jacobson 2,800,000 1.05%
10, Glenn Jacobson 2,800,000 1.05%
11. Bernard Bart 2,700,000 1.01%
12, ANZ Nominees Limited 2,648 300 0.99%
13. Elizabeth Sy 2,214,000 0.83%
14, Mational Nominess Limited 1,735,484 0.65%
15, Dr Joshua Ehrlich 1,421,000 0.53%
16, Narlob Pty Limited 1,326,209 0.50%
17. John V Egan 1,176,000 0.44%,
18, M Sailer Investraents Inc 1,114,200 0.42%
19. Cork & Salford Management Limited 1,080,000 0.41%
20. Dr Michael Balint 1,064,000 0.40%
181,447,448 4B.06%
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Twenty Largest Option Helders « Uniisted

At 26 August 2003 the 20 largest option holders held 98.20% of the 65,990,250 unlisted options issued to GeneType AG
vendors exercisaible at 20 cents each on or before 14 April 2005.

Optionholder

= mo e e e e

My = = s s s
o R R« T L B e

JGT ApS

D Mervyn Jacobson as trustee
Maurie Stang

Bernie Stang

Jack R farcobson

Glenn Jacobson

Royal Bank of Scotland

Gail Bratz <Morgan Horse A/C>
Gail Bratz

John ¥ Egan

. Luisa Ashdown

. GMG Management {{OM) Limited
. Peter John Gl

. Paul Daniel

. M Saiter investments inc

. John C Goudie

. Christopher R Botsford

. Karen Phifips

- Amikam Molad & Judith Molad

. NWH International Limited

annual report 2003

Percentage

Options of total
49,000,000 74.25%
3,273,614 4.96%
2,35%,000 3.57%
2,35%,000 3.57%
1,400,000 212%
1,400,000 2.12%
896,000 1.36%
700,000 1.06%
444,000 0.98%
588,000 0.90%
353,000 0.53%
315,636 0.48%
280,000 0.42%
224,000 0.34%
224,000 0.34%
196,000 0.30%
168,000 0.25%
150,000 0.23%
140,000 0.21%
133,636 0.21%
64,800,886 98.20%

In addition to the above options, there are 2,000,000 unlisted options issued to Directors exercisable at 45 cents each on or
before 14 Aprit 2005, These options were approved by sharehoiders in General Meeting on 29 August 2000.

Optionhelder

1.

D Mervyn Jacobson

Options
2,000,000



genotic fechnolegies limited

cnd controlled entities

ASX ADDITIONAL INFORMATION (conT)

Staff Share Pian - Unlisted Options

annuc report 2003

O 30 Novernber 2001, shareholders approved the establishment of a Staff Share Plan, During the year s total of 2,250,000
(2002 - 8,470,000} options were issued to employees, directors and consultants, 750,000 {2002 - 250,000) of these options
tapsed during the year on the resignation of employess, The details of the remaining 9,720,000 unlisted options issued under

the Staff Share Plan were as foliows:

Ltevel 3 - Dr Mervyn Jacobson - Director

Ltevel 3 - fan Dennis - Director

Leval 3 -
Lavel 3 -
Lavel 2 -
tavel 1
Lavel 2 -
tavel 1
Lavel 2 -

Ltevel 1 -

Fred Bart - Director
Senior Executives
Staff and consultants
Staff and consultants
Staff and consultants
Staff and consultants
Staff and consultants

Staff and consultants

These options are subject to the rules of the Staff Share Plan.

Number
2,000,000
1,000,000

50,000
750,000
2,150,000
1,070,000

200,000

200,000
1,675,000

175,000
2,720,000

Exercise Price

$0.61
$0.61
$0.61
$0.61
$0.56
$0.49
$0.56
£0.49
$0.44
$0.38

Expiry

30 November 2007
30 November 2007
30 November 2007
30 November 2007
30 November 2007
30 November 2007
9 July 2008

17 July 2008

20 May 2009

20 May 2009
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CORPORATE GOVERNANCE STATEMENT

This statement outlines the main Corporate Governance practices that were in place throughout the financial year.

Board of Directors

The Board is responsitle for the overall Corporate Governanice of the consolidated entity including its sirategic direction,
establishing gosls for management and monitoring the achievement of these goals.

The names of the Directors of the company in office at the date of the Statement are set out in the Directors’ Report of these
financial statements.

The composition of the Board is determined using the following principles:

> The Board should comprise st least three directors. This number may be increased where it is felt that additiona! expertise
is required in specific areas, or when an outstanding candidate is identified.

> The Chairman of the Board may be a non-executive director,
> The Bosard should comprise directors with a broad range of expertise relevant to the operations of the consolidated entity.

The composition of the Board is reviewed annuslly to ensure that the Board has the appropriate mix of expertise and
exparience. The terms and conditions of the appointment and retirement of non-executive directors are also reviewed annually
and set out in a letter of appointment,

Each Director has the right to seek independent professional advice at the consolidated entity'’s expense. Howeaver, prior
approval of the Chairman s required, which is not unressonably withheld.

Apart from observing legal requirernents, directors inform the Board of any proposed dealing in the Company's shares and are
generally required to confine any such dealing (if otherwise appropriate) to a two week window following the release of
guarterly reports or significant announcements.

Responsibilities of the Board of Directars

The role of the Board inciude:

{a) Reviewing and making recommendations in remuneration packages and policies applicable to Directors, senior executives
and consultants.

{5} Nomination of external auditors and reviewing the adequacy of external audit arrangernents,

{c) Establishing the overall internal contro! framework over financial reporting, quslity and integrity of personnel and
investment appraisal, In establishing an appropriate framework, the Board recognised that no cost effective internal control
systems will preclude all errors and irregularities.

{d} Establishing and maintaining appropriate ethical standards in dealings with business associates, suppliers, advisers and
ragulators, competitors, the community and other employees.

{e) ldentifying areas of significant business risk and implementing corrective action as soon as practicable after a risk
is identified.

Rele of Shareholders

The Board of Directors aims to ensure that the sharehoiders are informed of all major developments affecting the consolidsted
entity's state of affairs, Information is communicated through the distribution of the annual report; halfyearly report; quarterly
ASX cash reporting and calling & vete of shareholders on all proposed major changes in the consolidated entity which may
impact on share ownership of rights. In April 2001, the Company commenced distribution of a periodic newsietter to
sharehoiders called "Gtech Update” to keep shareholders informed on a range of activities concerning the Company.

The Board encourages full participation of sharehoiders at the Annual General Meeting to ensure a high level of accountability
and identification with the conzolidated entity’s strategy and goals.
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