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1. Neuren Pharmaceuticals Limited {("Neuren” or the "Company”} presents this financial report,
including the interim financial statements, for the six months ended 30 June 2005,

The interim financial statements have been prepared in accordance with New Zealand FRS-24.
interim Financial Statements. As these are the first interim financial statements to be prepared
and presented by the Company, comparstive information for the previous corresponding
interim period has not been presented.

All amounts shown are in NZ$'000s unless otherwise stated.

The Interim Beport should be read in conjunction with the Cormpany's annual report for the year
anded 31 December 2004,

2. Results for announcement to the market

30 June
2005 % Change
NZE 000
2.1 Operating revenue 1,195 n/a
2.2 Loss after tax from ordinary activities {4,021 n/a
2.3 Net loss frorm ordinary activities {4,021 n/a
2.4 Dividends and frankad armount per security ril n/a
2.5 Dividend record date n/a

2.6 Explanation of results:

During the period capital raising activities ware complated, raising AR5 million in further share capital,
incurring NZ%1.9 million in IPO costa. The nat ioes for the period was NZ84.0 million, and at 30 June 2008 net
assets wers NZBT12.9 million with NZ$11.0 mildon cash, These results were in lins with the Company's
supectations, Research and devalopmant of the Company's compounds, for whish the capital raised was
intended, has continued through the period. A mores detailed discussion of the activities undertaken in the
pariod is set out in the Chief Executive’s Report containgd in the attached Interim Report to shareholders,

+ See chapter 19 for defined terms.

17472043 Appendix 41 Page |



Appendix 4D
Half vear report

Neuren Pharmaceuticals Limited

ARBN 111 496 130

Net Tangible Assets per Security

Current period

Comparative period

Net tangible assels per share NZ$ 0.12

n/a

Entities over which control has been gained or lost during the period:

None.

Details of dividends

Not applicable.

Detalls of dividend reinvestment plans

Not applicable.

Detalls of associates and joint verdure eniities

None.

Accounting standards

The interim financial statements have been prepared in accordance with New Zealand FRS-24.

Interim Financial Staternents.

Audit dispute or gualification

The interim financial statements have been subject to independent review by the Company’s
auditors. The ungualified review report is included in the attached Interirn Beport,

* See chaptler 19 for defined terms.
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bDirectors’ Report

The Directors subiit the financial repost of Neuren Pharmaceticals Limited foar the
haif-year ended 30 June 2005.

Directors” details
The names of Directors who held office during or since the end of the half-year:

Dr Robin Congreve {Chairman)
P Torm Amos

i David Clarke

Br Graeme Howie

W Trevar Scott

Br Douglas Wilson

Review of operations

Buring the period capital raising activities were completed, raising A315 million in
further share capital, incurring NZ$1.9 mitlion in 1P0 costs. The net loss for the period
was NZE4.0 million, and at 30 June 2005 net assets were NZ$19.9 miflion with
MZ§11.0 milfion: cash. These results were in fine with the Company’s expectations.
Research and development of the Company's compounds, for which the capital
raised was infended, has continued through the period. A more detailed discussion
of the activities undertaken in the perind is set cuf in the Chief Executive's Report.

Corporations Act, Australia - Directors’ declaration
The Directors of Neuren Pharmaceuticals Limited {"Neuren”) dedlare that:
1. The accompanying financiat statements of Neuren and its subsidiaries for the
six months ended 30 fune 2005 and the notes to those finandal statements:
a.  comply with the accounting standards issued by the Institute of Chartered
Accountants of New Zealand; and
b. give & true and fair view of the finandial position as at 30 june 2005
and of the performance for the six months ended on that date of Meuren
and its subsidiaries,
2. I the Directors' opinion there are reasonable grounds to believe that Meuren
will be able to pay its debts as and when they become due and payable.

This report is signed and declaration made in accordance with a resolution of the
Board of Directors dated 30 August 2005,

On behalf of the Board

7 g]__

—

Br Robin Congreve
Chairman
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Chief Executive's Report

Bear Shareholders

This first six months since listing on the Australian Stock Exchange have been most
satisfying in terms of achievement of the objectives and milestones we set curseies
far the perind. As noted in the Annual Report we have strengthened our Board and
management capabilities and Neuren continues to be well on track 1o delivering on
all its objectives for the 2005 year.

Glypromate® clinical development programme

Of particular note is the outcome of the pre-ND meeting with the US Food and
Drug Administration FDAY in Aprid 2005, The meeting was primarily to present
Meuren's plans for a Phase 2b study of Glypromate® to prevent neurocognitive
decline in patients undergoing coranary artery bypass graft (CABG) surgery. As a
result and at their recomemendation, the FDA will ailow Neuren to move straight to a
Phase 3 study rather than the planned Phase Zb study, and the Glypromate®™ dlinical
development programme will accelerate by two years incurring an estimated §6 - 8
rriiflion less in direct costs.

Thne Comipany has had to bring forward a number of activities which would
otherwize not have been required for a Phase 2ty study in order to satisfy the higher
demands of a Phase 3 trial, which will cost an additional $1.8 million in the coming
six months, Aithough costs are being incurred earfier than planned, the Company
befieves this opportunity needs 1o be taken as it not ondy accelerates Neuren to a
Phase 3 trial in 2006 rather than 2008, but also gives us the potential to be first in
rarket, Very few Australasian biotech companies have this opporiunity.

The 30 patient Phase Za trial of Glypromate® to confirm the safety and pharma-
eokinetics of the diug in patients was initiated in August 2005 and is expected to
ke completed by the end of this year. Meuren has engaged five hospitals for the
small Phase Za trial in order to pre-test many of the systems and processes that

will be required for the larger multi-centre Phase 3 trial. Neuren has appointed
Professor Allan Merry, a widely recognised expert on cardiovascular surgery and
anaesthetics, as principal investigator for the trial being conducted at Aackland City
Hospital, Mercy Hospital {Auckiand), Waikato Hospital (Hamilton), Wakefield Hospital
iwellington) and the Alfred Hospital (Melbournel. Neuren is also working with
Professor Stanton Mewman, head of the Department of Psychiatry and Behaviourat
Sciences in the Medical Schoot at University College London, an internationatly
recognised expert on the cognitive aspects of cardiovascuar surgery.

The production processes for Glypromate® have now been comgleted according

to internationat Phase 3 standards for medicines by FOA (USA) and EMEA (Europe)
approved contract manufacturers, MNeuren has completed audits of the manufaciurers
and found them to be compliant with applicable regulations and standards,

NNZ-2566 development programme

Meuren execuled a Material Transfer Agreement MTA} with the US Army Waiter
Reed Army Institute of Research in lune 2004 to evaluate NNZ-2566 in Traumatic
Brain Injury (TR, The results of experiments conducted under the MTA showed
statistically significant benefits in the Army's model and, in March 2005, Meuren
executed a second stage Cooperative Research and Development Agreement
(CRADA} with the US Army for co-developrment of NNZ-2566 for TBI. This wilt result
it a sighificant reduction in preclinical research costs 1o be borme by MNeuren, The

[ Meuren Pharmacsuticals Limited




Chief Executive’s Report

CRADA represents the second stage of what the Company expects wiill be & three-
stage collaboration incduding further preciinical development and subseguent clinical
trials. Under the CRADA, the Army wil continue to conduct experiments in animal
rrodeis of TBl in order to optimise the dose and schedule for drug administration,

i April 2005, the CRADA was expanded to incdude additional research and
experiments for a new biclogical marker and potential clinical endpoint for TBE

We have had severat enuiries about proposed closures of US milfitary facifities under
the Defense Realignment Program, and one of the facilities on the list has caused
some confusion. The Walter Reed Arrmy Medical Center, a hospital in Washington
B.C. may be merged with another hospital. This Center is not affiliated with our
partrer, The Walter Reed Army Institute of Research, in Sitver Spring, Maryland, and
the Institide is not proposed for closure,

With regard to manufacturing, Meuren entered into an agreement with a contract
manufacturer in Mew Jersey (USAY for the development and validation of the
rranufacturing process for NNZ-2566. Drug substance suitable for non-clinical
pharmacology and toxicology studies has been produced and delivered, and the
first batch of cGMP product for a Phase 1 trial will be delivered later this year. cGLP
pharmacology and toxicology studies have also been initisted with a US based
contract research organisation.

Thne Company plans to conduct a Phase 1 study of intravenous NRNZ-2566 in early
2006. Preparation of the protocol, investigator's brochure, informed consent, ethics
application and other required documents for the Phase 1 study is undesway,

Mearen: has also developed several potential oral formidations of NNZ-2566, Residls
of recent studies show evidence of good absorption and drug levels in dreuiation
when these oral formidations are given 1o animais. These encouraging findings
cordirm Neuren's belief that NNZ-2566 offers excellent potential as an oral drug

for chronic conditions. In-house experiments in an animal moded of stroke have
been initiated 1o assess the neuroprotective effects of NNZ-2566 given orally. The
Company is presently preparing to commence preclinical developraent of an oral
farm of MNZ-2566 for chronic indications such as preventing secondary strokes and
transient ischemic attacks as well as degenerative diseases such as Alzheimer's and
Parkinson’s disease dementia,

Neural Regeneration Peptides (NRPs} research programme
Meuren and Metabolic Pharmaceuticals Limited have agreed to colishorate to develop
the NEPs for acute and chronic neurciogical conditions. This collaboration is partly
funded by a government grant of $635,000 from the Australia New Zealand
Biotechnology Partrership Fund, providing 25% of the funding needed for the
eollaboration: while Meuren and hMetabolic Pharmaceuticals will contribute 25% and
50% of the funding, respectively, Again, this increases the speed of development
and reduces the cost to Mearen, Neuren and hetabolic Pharmaceuticals will share
equally in inteliectusl property and commercial autcomes.

The first arimat studies involving MRPs reveal exciting results in neurodegenerative
animal disease models mimicking hMuitiple Sclerosis as well as ChS-injury models,
Scientific data on the NRPs has been presented for the first time at an international
corference and the first manuscript has been subrritied for publication,
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Chief Executive's Report

Diketopiperazines (DKP) and Macrocydic research programmes
MMZ-2591, one of the patented analogues in the DKP family of compounds, has
exhibited potent neuroprotective effects in animal models of siroke and Parkinson'’s
dizease. These results are presently being confirmed. if positive, Neuren intends to
nominate NNZ-2591 as a development candidate and to initiate the pharmacology/
toxicology and chemistry-related activities necessary to advance this candidate into
the next phase of predinical development.

Growth and Metabolism research programmes

& promising partial agonist of Growth Hormone (GH) has been synthesised; this
compound has been designed to have beneficial effects of GH on metabolism
without the unwanted side effects often seen in adults receiving GH. Promising in
wivo data has been obitained and is now being confirmed. Meuren plans to out-
licenice this technology or seek a partner for development of this molecule before
initiating any clinicat development activities,

Meuren is also developing an antagonist that targets a mediator of GH activity that
appears to be responsible for the proliferation and malignant behaviour of some
bireast cancers. The antagonist will be used to confinm proof of principle. If this is
obtained, the Company will optimise one or more apgroaches to confinm their effect
if: established animal models. Neuren woudd most likely seek to out-licerise this
product while # s in preclinical development.

Financial Position

The financial results presented in this report are consistent with the Company’s
expectations for the period as described in the PO docurments, with ciosing cash at
30 June 2005 of $11 miliion.

The Company continues to perform contract research for Plizer, however given their
wioridwide cost-cutting announced earlier this year, Neuren expects that Pfizer may
reduce its cutsourced research. Neuren is increasingly becoming more focussed on
clinical development rather than basic research, and espedally third party contract
research, with the Company now actively seeking to further expand its resources
from basic research into clinical and produd development, and comemerscialisation.
Any decrease in contract revenue is expected to be mitigated to some degree by
increased reveriue as a result of grant applications the Cormpany currently has
underway,

Fwvould fike to thank shareholders for their continging interest in Meuren and look
farward 1o reporting the achievernent of further milestones in the near future,

>

i David Clarke
Chief Execitive Officer

[ Meuren Pharmacsuticals Limited




Interim Statement of Financial Performance (Unaudited;

Six months Year ended
Jun 2005 Dec 2004
Company and Group NZ$000 NZ$'800
Total operating revenueg from continuing activities 1,195 2,558
Total operating expenses from condinuing activities {5,187 (%, 767
Operating deficit before taxation {4,002) (F, 169)
Incormne tax [§1)]
Met deficit after taxation % (4,028 4 (B 169
Basic and diluted net defict per share Si0.04) RI(ER ]

j—D—{ interim Statement of Movements in Equity (Unaudited) ]7

Recognised
Revenues
i . Accurnulated and
Pald-in Capital Deficit Totat Expenses
Sharaes
Company and Group 000%s NZ§£00 NZ$000 NZ§000 NZ$'800
Shiarsholders” sguity a5
at 1 lanuary 2004 240 3 8 % (5325 $ (5517
Shigres issued on
corversion of preferanca . .
<hares 5,079 7,365 7.365
Shiares izsued On
acquisition of NeuronZ
Limiteds business 16277 11453 11.453
Shiares issued {or cashi 2,332 2,332 2332
Shiare split 37,8972 . -
Net deficit {6184 (B, 169} {6,169}
Toiat recagnised fevenugs
and expenses 3 (160}
Shiareholders” equity as
al 31 December 2004 2500 % 21,158 % (11,604 $ 9464
Shigres issued in nitial
pulic offering (*IPG7) 37500 16,309 16,209
IPC sty expensed (1,882 {1,882
Met geficit (A 02T 4,021} 4,027}
Toiat recagnised fevenues
and expenses 3 (4,021}
Shigreholders” equity as
at 30 Jure 2005 100006 § 35585 § {15715 $ 19,870

The secompargr noles fonm pad of s Franos report,
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Interim Statement of Financial Position (Unaudited)

As at As at
Jun 2005 Dec 2004

Company and Group NZ$000 NZ$7000
ASSETS
Current Assets:

Zash and cash eguivalents 13,004 343

Raceivatiles a5 1,066

Cher current assetls 241 413
Total current assets £3,840 2,322
Mon-currest assets:

Propesty, plant and equpment 53 I

Intancibie assats 11,201 11,616
Totai non-current assets 11,204 11,088
TOTAL ASSETS % 23,244 3 14,080
LIABILITIES AND SHAREHOLDERS' EQLETY
Current fiabilities:

Accourts payable and accrued lighidites 3,374 4,546
Tetal current fiabilities 3,374 4,546
SHAREHOLDERS' EQLETY

Share capital 35,585 21,108

Accumulatad deficit {19,7149) {11,694]
Totat sharaholdars' equity 15,270 &84
TOTAL LIABILITIES AND SHAREHOLDERS” EQUITY % 23,244 3 14,080

The avcormpanying potes fony parl of i fnancial report,
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Interim Statement of Cash Flows (Unaudited)

4EH Meuren Pharmacewticals Lirmited }

Six months Year ended
Jusry 2005 Dey 2005
Company and Groug NZ§'000 NZ$°000
Cash flows from operating activities:
Receipts from customers 504 i REY
Receipts from grants 529 LY
mterest recaived 343 10
G557 refunded 18 17
Payrments 1o employess {RB5 {1,611)
moome taxes (paid) refunded {24) 1503
Payrments to othar suppliers {4,673 {5,105
Mot cash used in oparating activities (4, 052) {3,925]
Cash flows from investing activities:
Purchase of plant and equipment (1) (20
(;as_h acquited on agqgis%%ian of the 16
business of Neuron? Limied
Proceeds from disposal of property, plant -
and equipment 543
Met cash (used in) from investing activities () 439
Cash flows from financing activitias:
Proceeds from the issue of shares 16,3048 2332
Payrments Tor shase ssue axpenses {1,524)
Met cash from financing activities 14,785 2,332
Net increase {decrease) in cash held 10,729 £1,014)
Effact of exchange rate changes on cash balances {BEY [GE3]
Cash at the beginning of the period 343 HE
Cash at the end of the period 11,000 % 343
Reconciliation with net deficit:
Mat deficit ,0621y % {6,169
Mor-cash items reguining adjustmant.
Depreciation and amarisaton 438 £115
Foreign exchange joss 14 43
Preference share dividend 126
Mleerments in working capital {B13Y 449
Iterns dlassified a5 inwesting activities [§32)]
Mot cash used in oparating activities (G Y T {3.825)

The secompargr noles fonm pad of s Franos report,




Notes to the Interim Financial Statements

S rnonths ended 30 June 200% Elnauditad)

Nature of business

Meuren Pharmaceuticais Limited (ASK: NEU}is a publicly listed
hiopharmaceutical company focusing on the develooment of therapeutics

for conditions assodiated with brain injury and neurodegeneration, including
acute indications such as cogritive impairment resulting from cardiac surgery,
traumatic brain injury and stroke, as well as chronic conditions such as
Alzheimess and Parkinson's diseases. in addition, the Comgpany is engaged

inn research and developrment in metabolic disorders such: as obesity, growth
disturbances and cancers refated to the functions of growth hormone. Meuren
has operations in New Zealand, Australia and the USA, These interim finandial
statements are for the Company and the Group (comprising the Company
and its subsidiaries), At 30 June 2005 the subsidiary companies had no
materiai operations.

The interim financial statements are for the six months ended 3G June 2005,
They have been prepared in accordance with New Zealand FRS-24: Interim
Financial Statements and should be read in conjunction with the Company's
annual report for the year ended 31 December 2004,

The accounting policies used are consistent with those used to prepare the
financial staternents contained in the annual report for the year ended 31
December 2004. There have been no changes in accournting policies during
the interim period.

As these are the first interim finandial staternents 1o be prepared and
presented by the Company, comparative information for the previous
corresponding interim perod has not been presented.

Continuing ordinary activities

Operating deficit before taxation indudes:

Six months Year endad
Jun 2005 Dac 2004
Company and Group NI 000 NZ5'000
Cantract reseach rovenue 245 1,643
Girant revenue E06 945
Intarest reverue 343 14
Aqmartisation of intangitle assets (4153 (830
Fesearch and developrment Costs {3,501% {5,567

Share capital

0On 31 January 2005, the Company accepted share subscriptions under its PO
arriounting o A$15 million for 37,500,000 new ordinary shares, and on 3
February 2005 was admitied to the Official List of the Austratian Stock
Exchange Limited.

Caosts of $1,882,000 incurred in relation to the PO have been offset against

capital raised.
{ Meuren Pharmacsuticals Limited




Notes to the Interim Financial Statements

Sin moniths ended 30 ke 200% (Unaudited)

4. Contingent liabilities

These are no contingent liabilities as at 30 june 2005 {31 Decembier 2004: nify,

5.  Adoption of International Financial Reporting Standards
{"IFRS"}

The Company and Group will be required o present #s finandal statements

in accardance with New Zealand eguivalent IFRS ("NZ FRSY) for the financial
year commencing 1 fanuary 2007, On adoption of MZ RS, comparative
information will be restated using MZ IFRS. No final decision has been made as
to whether the Comgpany and Group will early adopt NZ IFRS.

The Company has yet 1o assess the impact o its financdal staternents of
adopting N2 1FRS, however changes in accounting poficies are likely to arise
wiith respect to;

» Recognition and dassification of Financial nstruments under NZ 145
32 and 39: financial instrurments will be required o be dassified and
mieasured in accordance with that classification, While the Company
does not currently utilise derivative finandal instruments, the classification
and rreasurement process may impact other finandial instruments,

*  Share and option based payments under NZ IFRS 2! the Company will be
reguired 1o determine and recognise the fair value of options and other
forms of equity based rerriuneration.

* Income Taxes under NZ fAS 12! the Company will be required to adopt &
bafance sheet approach under which temporary differences are identified
for each asset or fiability rather than the effects of the timing and
permanent differences between taxable income and accounting profit.

¢ Asset impairment testing under NZ 1AS 36 the Company will be required
to annualiy review tangible and intangible assets for impalrment with
such reviews being based on the fair value of, or discounted cash flows
generated by, each asset rather than undiscounted cash flows.

The differences between current NZ GAAP and NZ IFRS identified above may
have a significant effect on the presented financial position and performance.
The areas identified above shoudd not be taken as an exhaustive list of alf the
differences between N2 GAAP and NZ IFRS. Mone of the potential impacts

of the adoption of NZ IFRS on the financial performance and finandial position,
inclading systems upgrades and other implementation costs, have been
guantified yet.

6. Subsequent events

These are no events subsequent to 30 fune 2005 to report for the Company
o its subsidiaries as at 30 August 2005,

Meuren Pharmacewticals Lirmited }
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Accountants’ Report
To the shareholders of Neuren Pharmaceuticals Limited

We have reviewed the interim consolidated finandial statements. The interim
consolidated finandal staterments provide information about the past consolidated
financial performance and consolidated cash flows of the Groug for the period ended
30 Jjune 2005 and its consolidated finandial position as at that date. This information
is stated in accordance with the accounting policies set out on pages 13 to 15 of the
raost recerit Annual Report,

Directors’ responsibilities

The Company's Directors are responsible for the preparation and presentation of the
irterim financial statements that present fairly the consolidated finandal position

of the Group as at 36 June 2005 and its consclidated financial performance and
consolidated cash flows for the period ended on that date,

Accountants’ responsibilities

We are responsibie for reviewing the interim consolidated financial statements
presented by Management and the Directors in order to report whether, in our
opinion and on the basis of the procedures performed by us, anything has come to
our attenstion that would indicate that the interim consolidated financial statements
do not present fairdy the matters 1o which they relate,

Basis of opinion

& review is limited primatily to enguiries of Group personnel and analytical review
procedures apphied to finandal data and thus provides fess assurance than an audit.
We have not performedd an audit on the interim finandial statements and, accordingly,
we do ot express an audit opinion,

We have reviewed the interim financial statements of the Group for the period ended
30 June 2005 in accordance with the Review Engagement Standards isued by the
tnstitute of Chartered Accountants of New Zealand.

We have no relationship with or interests in the Company or any of its subsidiaries
other than in our capadity as accountants conducting this review, auditors of the
anauat financial statements and providers of taxation services.

Review opinion

Based on our review, nothing has come o our attention that causes us to believe that
the interim consolidated financial statemenits do not present fairly the consolidated
financial position of the Group as at 30 June 2005 and its consolidated financial
pedormance and consolidated cash flows for the period ended on that date.

Our review was completed on 30 August 2005 and our review opinion is expressed as
at that date.

(%-.M*MQL.,H

Chartered Accountarts
Auckiand

{ Meuren Pharmacsuticals Limited H:|7
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