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The following is an edited transcript of an interview conducted by
John Kessell, Heafthcare Analyst at Aegis. For more on Genetic
Technologies Ltd (GTG), see our Health & Life Science Blue

Book at www.aer.com.au or go to GTG's website at
www .glg.com.au.

Jobin Kessatl — Healthoare Analvst

By Jacobson, GTE's core intellectusl property asset is
s collgction of patents over so calied non-coding
A, Coutd vou please explain what non-coding DA
s and why s B important?

Genetic Technologies CEQ — Dr Mervyn Jacobson

I would start by saying that our understanding of DNA has
increased significantly in the last 50 years since the
originat work of Watson and Crick, when the general view
developed that only a small part of the gene, the coding
part, which is about 5% of all DNA, was active in
confrofiing what products are produced - the proteins that
are then effective around the body, and that the other 95%
really did nothing. This 95% was at that time regarded as
historical debris.

We took the view that it seemed stranige to think that 55%
of all DNA did nothing, especially when it was inherited
intact over thousands of generations. So in 1989, we sst
up our company o speciically look at the nion-coding

EINA, and to see indeed if it was junk or whether it was just
very compticated but did do something important. We
quickly showed, as is now a matter of record and has been
published in scientific literature, that the non-coding DNA
in fact hiad order. It wasn't chaos. i wasn't junk. it wasn't
random. It had order. It had predictability.

Importantly, we then shiowed that it was linked fo the
coding DNA, and if | could just fast frack to the conclusion,
it was then shown over a period of experiments ini a
number of species and a number of gene systems that
while the coding DNA produced the actual protein, the
non-coding DNA regulated which protein # would produce.

So we effectively discovered the operating system of life.
We then filed paterits in 24 countries and the governimenis
of those countries have issued those patents. Thus, we
now have patents over the use of noni-coding DNA in all

genes in all species, and that's for both genetic analysis
and gene mapping.

Jobin Kessall — Heaithcare Anzabyst

Genetic Techrnologles achieved a major milestons in
its afforts to capitalise on the value of these non.
coding patents in December 2005, when final
setioment was reached [ the company’s patent
dispute with Applera Corporation. Why was Applera
sueh an mportant Hesnsees to sign up?

Genetic Technologies CEOQ — Dr Mervyn Jacobson

in the general business of making moriey out of research,
typically you need to secure a patent and when the patent
is awarded, you need fo license it. What a lot of young
companies then find out is that the licensing process is riot
s0 easy. People will want {o use it, bul not necessarily
warit to pay forit.

Hence, we started our global licensing program. Some
peaple took licenses willingly; some were a bit resistant;
and some flatly refused. It became clear we nieeded to
have some test cases. So we filed lawsuits, guite
deliberatsly, against a small company, a medium company
and a large company. The smafi and medium compariies
settled quickly. The farge company was Applera, which is
very large, and the lawsuit definitely became a test case of
whether or riot we can prevail in forcing large companies o
respect our patents and take licenses.

So this test case became a watershed, and other large
companies that were hiding or waiting to see what
happened with Applera now have nowhers o hide and
need to come forward and take their licenses.

A Aegis Equities Research Pty Lid ACN 085 293 910 AFSL no. 225072 Level 8, 33 York Street Sydney NSW 2000 Australia

e

LX

Phone +681 2 8296 1100 Fax +81 2 8299 3777 Email mail@aer.com.au Web www.asr.com.au



Page 20f 8

A Corparate
Aegisi

John Kessail — Healthoare Analyst

iz previous Heensing deal in Seplember 2084,
Genzyme Hesnsed access o the non-coding patents
tor a signing fee of ASY.2M plus annual fees of ASTH
for the lite of the patents, currently 2015, Genetlc
Technologies has reveated that the tolal value of
consideration to be pald by Applera is in the region of
AR5M, vet Genetic Technologies spent nearly ASSM
i FY35 on legat and patent expenses relating to the
Applera dispute. The market appeared somewhat
dizappointed with the Applera Hcensing oufcome. Tan
vou tell us a little bif more about the settiement
agreement and why this should be viewed as a good
result for GTE?

Genetic Technologies CEQ — Dr Mervyn Jacobson

Firstly, | would point out that part of the AS5M related fo
normal patent costs, part related to a different law suit in
New Zealand, and the balance related fo the Applera
dispute. Secondly, | think the market, to some degree,
doesn’t understand the complexity of fighting these baltles
and what one sesks to achieve. The market in a very
simplistic way would like to see us ruri it through fo a trial.
The case had already taken three years, a triat would be
another year, and even i we prevailed and got a fanitastic
judgment, let's say an award of $100M or more, it's quite
predictable that Applera would simply appeal the next day.
The case would then go to the Appeals Court for several
more years, and the whotle ficensing program remained in
suspended animation for many, many years while we batile
it out with one large company in this protracted test case.

Our view, and the view of experts advising us, was to look
for ways fo reach a setllement with Applera such that it
tock the license and paid us quite substantially, without the
process taking years to complete, so that we could then
miove on with our licensing program globally.

Jobin Kessell — Healthoare Analvst

Genetic Technologles has now stared down six patent
challenges and 24 commercial Hoenses have baab
issued to date with a tolal value of ABSIM. You appear
to be now moving decisively (o compel aother
companies to sign lleensing agresmants.

Slrrew the start of CV06, vou retained specialist palent
Hrms in the US and the UK o help rapidly expand your
Hesnsing program. San vou provide some guldance
about the scope for fulure commercial Hesnsing deals
- what sort of compantes fall within the patent net, how
many commerciad prospects of substantial size there
ars and what sign up targets have you set for the next
two to three years?

Genetic Technologies CEOQ — Dr Mervyn Jacobson

Thie scope of licensing is very significant. Our in-house
review has identified more than 2,000 potential licensing
targets, as we would call them, in our database. We have
carefully reviewed them individually and we hiave identified
about 400 comparnies that would appear to need a license
from GTG to the rion-coding DNA patents. Clearly, thisis a
very substantial undertaking as more comparies are being
formed, or as new partnerships are being formed around
the world and as more discoveries are being made almost
on a daily basis in relation to the importance of rion-coding
DNA.

Even this week, Johris Hopkins University in the US
announced further breakthroughs in the importance of non-
coding DNA and this comes some 17 years affer our
discovery, and many, many years after the issue of our
patents, and even many, many years after people first
realised rioni-coding DNA may be important.

So we have a huge undertaking to embark on. We have
therefore decided, being still a small company on a relative
scale, to form licensing retationshiips with patent firms in
different parts of the world. We have appointad cne
company each on the US West Coast, the US East Coast
and in London, and we are now looking fo appoird ons in
German-speaking Europe and one in Asia. These five
additional ficensing nodes wilt work with our centrat
licensing team. So altogether, there will be six feams
dealing with potentiat licensing negotiations on a giobal
scale. We see it building up very rapidly, and we see
licensing being the the company's main source of revenue
for potentially the next 10 years.
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John Kessall — Healthoare Analyst

Sre further lsgal battles Hkely?

Genetic Technologies CED — Dr Mervyn Jacobson

It is hard fo pradict. We've had six battles already. We've
prevailed in all six and that | think sernds a message.
We've had most of those battles in the US, which is the
key market, and we have prevailed. As we alsc move into
other areas, there are different laws. The laws in Europe,
for exampte, are slightly different from the taws in the US
and the patent wording is shghtly different. Someone may
feel comfortable enough to challenge us there, and we
may need to deal with that situation if and when it arrives.

Significantly, as a result of the Applera dispute, we also
achieved a positive outcome in what is called a Markman
ruling, which is a ruling by the court as to the actual
language and the interpretation of the words of the patent
claims. That court ruling is very useful in now clarifying to
other people what precisely is covered under the patents,
and it will be relevant both in the US and in Europe.

Jobin Kessell — Healthoare Analvst

Gengfic Technologies has recently announced 3
sirategic afflance with US-based Metabarphiy, 2
tsading developer of genetic markers, which signed a
Heanses with GTO in 2004, Why is this an exciting
partnershin and what level of revenues are you
axpecting to generate from this alllance over the next
fow years?

Genetic Technologies CEQ — Dr Mervyn Jacobson

Yes, the relationship with MetaMorphix is exciting. Whait
miany people may riot be aware of is that MetaMorphix was
actually formed as a spin off from Applera. After the
Human Genome program was complete, Applera focused
on the human applications of its huge genetic database. It
spur off the animal applications to MetaMorphix, and so
you have people who are trained by Applera, working in
MetaMorptiix and interestingly, keen to take a license even
while the parent was in a lawsuit with us.

The MetaMorphix people reached out 1o us, they wanted fo
work with us and we have had an exceilent relaticnship
with them since then. They do hiave a reservoir of very

powerful genetic markers for mariy species - for pigs, dairy
cattle, beef caltle, pouliry - and others are being
developed, even for dog genetics. What is highly relevant
is they acknowiedge that most of those markers, which are
called SNPs {Single Nuclectide Polymorphisms}, are rion-
coding, some 97%. In other words, to apply all the
available markers devetoped by Metalorphix, the party
also needs a license to the non-coding patenits.

MetaMorphix has understood that and is working with us
such that as it licenses other companies to its own
technology, it will also introduce those companias to us for
an appropriate non-coding license. Some of these
companies who will need a license are very large muiti-
national firms.

Jdohin Kessell — Maailhcare Anaiyal

St ey terms of revenue potential?

Genetic Technologies CEOQ — Dr Mervyn Jacobson

Well, it's very difficult for me 1o be precise about reverive
projectioris, given that we are also now listed ori NASDAQ
and we come under US laws and restrictions on making
forward looking statements. | would be wary to make a
specific prediction. | would just say that we expect the
retationship with MetaMorphix to grow and o be further
defined. We expect fo work closely with them, which will
give us benefit in ocur genetic testing business in the Asia
Pacific region as we exclusively offer their tests, and we
will assist them fo out license their technology by also
granting fult value licenses to our techrniology.

Jobin Kasasll — Healthcare Analyst
I Jacobson, the 2004 Senzyme deal also contalned

etements of a strateglic alliance. Can yvou outline the
strategic bensfits gained by GTE from Genzyme?

Genetic Technologies CEO — Dr Mervyn Jacebson

Genzyme is another highly reputable leading US biotech
company. Genzyme is highly regarded, and a relationship
with it is nioteworthy. We have worked very closely so far
with Genzyme, and it has been agreed that in fact the
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license that it tock to our non-coding patent is but the first
step of a strategic relationship, which may well go further.

Already Genzyme has offered us some of its intellectual
property, which it has invited us fo out license to the world
on & partnership basis. It has also offered to assist in the
rapid expansion of our genetic testing business in the Asia
Facific region. Obviously with its interests ini the US and
Europe, the two companies together would seem {0 nicely
cover the world. So we are going slowly and cautiously,
but it is a very good company o work with.

Jobin Kessell — Healthoare Analvst

GG shares are now guoted i the US through a level 2
tsting on MASDAG. Why is the US Hsting important for
the company?

Genetic Technologies CED — Dr Mervyn Jacobson

The US is critically important for us. Firstly, our inventions,
the non-coding patents and other things we are doing, are
highly relevanit fo global markets and particularly to the US
market, which is highly sophisticated. Of the companies
that we have identified that need a license to our non-
coding patents, 70% are based in the US. We are also
keen to make our compary available to US investors. Itis
veary hard for them fo invest in an Australian company in
Australia, as Australian markets are typically closed,
currencies are different and there are delays. So to get
support from American investors and institutions, one
needs o be listed in the US. We embarked on the
NASDACL listing some five years ago, and for all sorts of
reasons in the US, the process was difficult, but it finally
completed in September 2005 with what is called a Level 2
fisting on the NASDAQ National Market under the ticker
symbol GENE.

We are very excited about this achievement and believe
thiat our future substantially rests in the US. I US investors
support the stock, US institutionss will support it foo. We will
{icense US companies, we will collaborate with US
comparnies and perhaps we may even lock at some
acquisitions in the US.

Jodhn Kessell — Healthoare Analyst

Turning to genetic testing, Genefic Technologlies has
develnped a breast cancer susceptibilidy test, which
has wor g major outsourcing contract in Australia.
What is the size of the breast cancer susceptibility
testing opportunity for GTG in the Asta Pacific reglon?

Genetic Technologies CEOQ — Dr Mervyn Jacebson

We have to face the reality that the Australian market on a
globat scale is quite small population-wise. The Asian
market is substantially larger, but in many cases people
dor't have ready access fo well-funded, affordable
healthcare. However, we are rapidly building a world-class
centre in Melbourne for breast cancer susceptibility testing.
We have invested heavily in skilled persorinel, in
technology platforms and in the necessary bio informatics,
and | would say that probably today we are able to do this
very, very complicated test faster, at least as accurately, if
not more accurately, and more economically than anyone
else in the world.

Even though Australia doesn’t have a large population, the
state hospitals have backiogs of patients needing this test
and we have reached out and offered to assist in that.
Certainly, there is a lot of interest coming from Asia. We
have discussions underway in New Zealand, but we are
not particularly limited fo the Asia Pacific region to source
the work. In fact, we are receiving eniquiries from Europe
and also via the GENDIA network, which is global, seeking
to have these tests done in Australia.

Jomn Kessall — Healtheare Analyst

What i= the GERNDLA disgrostie testing netwaork for
which Genetle Technologies is the exclusive referral
laboratory in the Asia Paclfic region, and how
significant {s this commercial opporiuniiy?

Genetic Technologies CEO — Dr Mervyn Jacobson

GENEMA is a volunitary grouping of private genetic testing
labs around the world with every lab having a special
interest ini one area. Some genetic tests are rare and not
svery lab can do everything. So GENDIA was formed,
driveri by a scientist in Belgium, where the network is
headquartered. i is global in its reach and we are the only
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member in the Australia/New Zealand region. We offer
GENDIA things that we do well and we can actually
piggyback into its system to get other things done that we
don't want to set up here, things that may be done very
infrequently, but need to be done to very high standards.

GENDIA fo us represents not only a source of getting work
done but alsc a source of work. The network is interested
in sending to us some of the fests that we have particularly
chiosen to focus on, and the breast cancer susceptibility
work is one of them. We are hopeful of receiving some
bulk orders from the GENDIA network.

Jobin Kessell — Healthoare Analvst

Genetic Technologies' annusat revenus from genetic
testing has grown from ASCTM in FYOT fo ASE4AM In
FY8s, Revenus grew 16% in FYI5 over FYD4. What
groveth rate do yvou foreses for the genelic testing
business golng forward, amnd which parts of the
business do you sxpect io be the primary growth
drivers?

Genetic Technologies CEQ — Dr Mervyn Jacobson

We see steady growth in genetic testing. We have two
parts to our revenue-generating activities - genetic festing
and licensing. They are fotally different in style. Genetic
testing revenue delivers steady, predictable, incremental
growth. Licensing revenus, however, is very lumpy. it may
be very valuable, but it is aiso less predictable.

(Genetic testing is quite predictable and in our case, we
started with human testing, which is still a key focus. We
do paternity testing, forensics testing and disease
susceptibility testing in humans. However, we are aiso
looking to expand actively the animatl applications, and we
see particular interest in this part of the world, with, for
example, the genetic testing of sheep and the potentiat
testing of disease susceplibility in sheep and in cattle.

As a result of an agreement with MetaMorphix and other
agreements now being finalised in the US, we are also
setfing up a substantial resource for doing genetic festing,
for exampte, on companion animats, including dogs and
horses.

Jotin Kessall — Heaithcare Anabyst

GTE entered December 2005 with cash reserves of
ABIE 7L Coan vou tefl us what the company's cash
burn rate is likely to be over the next 12 to 24 months?
Whan does the company expect to be generating
consistently positive operating cash flows?

Genetic Technologies CEOQ — Dr Mervyn Jacobson

Cash generation has been slowly building up, parily as a
result of the genetic testing work and partly as a resuit of
the recusting compornents of our licensing agreements -
the annual recursing contributions of those past licenses. In
the current year, we expect fo achieve several significant
licenses, which would potentially make us cash positive
this year. As that work builds up through our own efforts
and through those of the licensing contractors | mentioned
garlier, | think we may well be cash positive from this
catendar year onwards.

Jobhin Kasasll — Heaithcare Anaiyst

Finally, Ur Jacobson, whal are the key milestonss that
investors should waleh for over the next siw to 12
months?

Genetic Technologies CEOQ — Dr Mervyn Jacoebson

We are active in a number of areas. Becominig cash
positive is itself quite a significant milestonie. Next would
be to become profitable, which would then open up our
company to consideration by some of the large
superannuation funds,

{ would look to some significant build up in licensing
revenues, including assistance from our contractors
around the world. | would look at the broadening of our
genetic testing base and steady growthi ini its revenue. |
would also look at our research and development
programs, and we have six key programs. Each one of
these could well be what we cait the next blockbuster,
squivalent in value to what the first one, the non-coding
invention, has tumed out o be.

Thien | would look at our steady expansion in the US,
having completed our NASDAQ listing, and atfracting
serious support from US institutional investors, potentially
looking at LS acquisitions. | would look at some effort on
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our part to assist our Canadian listed entity, Gtech, to steadily moving forward on a broad base to become a
miake an appropriate biotechinology acquisiior to help that significarnt leader in the world of cutting-edge
company reach its frue poterntial. | do see our comparny as Biotechinology.

END CF INTERVIEW

Aegis Equities Research Ply Lid (Aegis} has taken reasonable care in publishing the information contained in this Corporate Insight Release. This
information is provided in summary form only, and Aegis does not provide any warranties as to its completeness or accuracy. The information is not
intended to be relied upon when making invesiment decisions as Aegis is not able to take into account the personal financial objectives of each
investor. Aegis recommends that each investor consult their independent financial adviser for professional advice before making any investment
decisions. Asgis is not, in any way, responsible for any consequences of the use of this information, including consequential losses or damages
sitfered by a reader or user of the information, or any third party, as a result of that use.
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