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ANTISENSE THERAPEUTICS LIMITED
ABN 41 095 060 745

NOTICE OF ANNUAL GENERAL MEETING
Friday 31 October 2003

Notice 15 given that the Annual General Meeting of the Shareholders of Antisense Therapeutics Limited
{‘Company’) will be held at the offices of Minter Ellison, Level 23, Rialto Towers, 525 Colling Street,
Melbourne, Victoria on Friday, 31 Getober 2003 at 11.30G a.m.

BUSINESS

A, FINANCIAL STATEMENTS AND REPORTS

To receive and consider:

. the financial reporl;
. the directors' report; and
. the auditor's report,

for the financial year ended 30 June 2003,

B. ORDINARY RESOLUTIONS

To consider and, if thought fit, to pass each of the following resolutions as an ordinary resolution.
1. Re-election of directors {Resolutions 1 & 2}

To re-clect as directors of the Company:

. Dr Chris Belyea {resolution 1}; and
. Prof George Werther {resolution 23,
2, Issue of shares to Polychip Pharmaceuticals Pty Ltd (Resolution 3)

That, in accordance with Australian Stock Exchange {"ASX”} Listing Rules 7.1 and 7.3, an 1ssue of

7,660,000 fully paid ordinary shares at 12 cents per share fo Polychip Pharmaceuticals Pty Lid, a

substantial shareholder of the Company, on the terms set out in the explanatory memorandum to the

Netice of this Meeting, be approved by the members of the Company.

The Company will disregard any votes cast on this resolution by:
. Polychip Pharmaceuaticals Pty Lid;
. any associates of Polychip Pharmaceuiicals Pty Ltd.

However, the Company need not disregard a vote if!
. it is cast by & person as proxy for a person who s entitled to vote, in accordance with the
directions on the proxy form; or

. it is cast by the person chairing the meeting as proxy for a person who 18 entitled to vote, in

accordance with a direction on the proxy form to vote as the proxy decides.

3. Ratification of Prior Issue of Shares (Resolution 4)

That, in accordance with ASX Listing Rule 7.4, the issue of 30,771,540 fully paid ordinary shares at
13 cents per share on 25 August 2003 to Australian mstitations and other professional investors, as
listed in Annexure 1 {each an “Allottee”), on the terms set out in the explanatory memorandum to the
Netice of this Meeting, be ratified by the members of the Company.

The Company will disregard any votes cast on this resolution by:
. Any of the aliotiees; and

. any associates of any of the allottees.

However, the Company need not disregard a vote if!

-



. it is cast by & person as proxy for a person who s entitled to vote, in accordance with the
directions on the proxy form; or
. it is cast by the person chairing the meeting as proxy for a person who 18 entitled to vote, in
accordance with a direction on the proxy form to vote as the proxy decides.
4. Other business

To transact any other business which may legally be brought before the meeting.

PROXY NOTES

. A member has & right to appoint a proxy.

. The proxy need not be & member of the Company.

. A member who 15 entitled to cast two or more votes may appoint up to two proxies and, in the case
of such an appointment, may specify the proportion or number of votes each proxy is appointed to
exercise.

. i a member appoints two proxies and the appointment does not specify the propottion or number of
the member’s votes which each proxy may exercise, cach proxy may exercise half of the votes.

. The proxy form included in this Nofice of Annual General Meeting must be signed by the member or

the member’s attorney. Proxies given by corporations must be signed under the hand of a duly
guthorised officer or attormey.

. To be valid, the form appointing the proxy and the power of aftorney or other authority {if any} under
which it is signed {or a certified copy of i) must be lodged at the office of the Company, at Level 1,
16 Wallace Avenue, Toorak, 3142 or by facsimile to +61 3 9827 1166 not later than 48 hours before
the time for holding the meeting.

. Members should refer to the Explanatory Memorandum, which accompanies and forms part of this
Neotice of Annual General Meeting and for information regarding voting restrictions.

DETERMINATION OF VOTING ENTITLEMENTS

[n accordance with regulation 7.11.27 of the Corporations Regulutions, a person’s entitlement to vote af the
Annual General Meeting will be determined by rveference 1o the number of fully paid ordinary shares registered
m the name of that person (reflected in the register of members} as at the close of business on Wednesday, 29
October 2003 for the purposes of the meeting.

Dated 25 September 2003

By Order of the Board

Natale Korchev
Company Secretary



ANTISENSE THERAPEUTICS LIMITED

ABN 41 085 (60 743

EXPLANATORY MEMORANDUM

PURPOSE OF INFORMATION

The purpose of this Explanatory Memorandum {which is included in and forms part of the Notice of Annual
General Meeting dated 25 September 2003} i3 to provide members with an explanation of the business of the
meeting and of the resolutions to be proposed and considered at the Annual General Meeting on
31 October 2003 and to assist members to determine how they wish to vote on each resolution.

RE-ELECTION OF DIRECTORS {Resolutions 1 & 2)

Introduction

ASX Listing Rule 14.5 requires that “An cntity which has directors must hold an clection of directors cach
year”. To comply with this Listing Rule, at least one third of the Company’s directors will retire from office
each year by rotation. Christopher Belyea and George Werther, who have been longest in office (based on the
dates they consented to be directors of the Company), retive by rotation and are eligible for re-election.
Accordingly they seck re-election as directors.

Re-election of Dr Chris Belyea {Resolution 1)

Chris Belyea has been a director of Antisense Therapeutics Limited since November 2000, He has a PhD in
physics from the University of Melbourne and 18 a registered patent attorney. Cheis Belyea became the
founding CEQ of Antisense Therapeutics in 2000 and remained in this role until January 2002, He worked for
the Augtralian patent firm Griffith Hack & Co for § years before joining Circadian Technologies Limited as its
Licensing and Projects Manager in 1996, In 1998 Dr Belyea became founding CEO and member of the board
of Metabolic Pharmaceaticals Limited, which is developing drugs for obesity and other diseases. He continues
in his role as CEO of Metabolic Pharmaceuticals.

Re-election of Prof George Werther (Resolution 2)

Goeorge Werther has been a director of Antisense Therapeutics Limited since October 2001, He 1 a director of
the Department of Endocrinology and Diabetes at the Royal Children’s Hospital, and the Centre for Hormone
Research at the hospital’s Murdoch Childrens Research Institute. George Werther has served on many national
and mternational scientific committees, editorial review boards and peer review bodies, and is on the council of
the Australasian Paediatric Endocrine Group, and on the editorial board of three mternational scientific
journals. He is a board divector of the Australis MedicAlert Foundation. Professor Werther is also a
Professorial Fellow at the University of Metbourne.

ISSUE OF SHARES TO POLYCHIP PHARMACEUTICALS PTY LTD (Resolution 3}

Details of Essue

On 25 August 2003 the Company ssued 30,771,540 fully paid ordinary shares to allotiees desceribed in
Annexure 1 of this Explanatory Memorandum {refer Resolution 4 below). As part of this issue, the Company
secured the commitment of Polychip Pharmaceuticals Pty Lid {“Polychip™), subject to shareholder approval, to
subscribe for 7,090,000 fully paid ordinary shares in the Company at an issue price of 13 cents per share. Each
share is to be 8sued on the same terms and ranking equally m all respects with existing ordinary shares in the
Company on ssue. Polychip, which has a 21% interest in the Company, is a substantial sharcholder of the
Company.

Reasons for Issue — Use of Funds Raised

The purpose of the share issue 18 to provide the Company with funds to be applied to its drug
development projects: ATL11G2 for multiple sclerosis, ATE]10] for psoriasis and other drug discovery
activities. Polychip’s application for shares under the Company’s recent share placement demonstrates
its commitment to the Company.



Proposed Date of Issue
Subject to shareholder approval, the shares will be issued not later than 14 days after the date of the meeting.

Shareholder Approval

The approval by members for the issue of shaves to Polychip is sought in accordance with Australian Stock
Exchange Limited (*ASX’) Listing Rules 7.1 and 7.3, which provide that where an entity, in general meeling,
approves an issue of equity securities, the subsequent issue of those securities will be disregarded for the
purpose of the 15% and 12 month Imitations under Listing Rule 7.1 (see “Ratification of Prior lssue of Shares
{Resolution 43 below for more details regarding the reguirements of Listing Rule 7.13.

Eftect of Shareholder Approval
The resolution, if approved by simple majority, will allow the Company to rely on ASX Listing Rule 7.1 to
issue 7,650,000 fully paid ordinary shares to Polychip as set out above.

Advantages to the Passing of the Resolution
Approval of the issue of the shares referred to above will enable the Company to progress its research and
development projects as described in “Reason for issue - Use of Funds Raised” shove.

Disadvantages fo the Passing of the Resolution
The directors do not believe that there are any disadvantages to shareholders which arige from the approval of
the issue of the shares the subject of this Resolution.

Yoting Exclusion Statement

The Company will disregard any votes cast on this resolution by:
+  Polychip Pharmaceuticals Pty Lid;

+ any associates of Polychip Pharmaceuticals Pty Lid.

However, the Company need not disregard a vote if:

* it 15 cast by g person as proxy for a person who 18 entitled to vole, in accordance with the directions on the
proxy form; or

* it 18 cast by the person chairing the meeting as proxy for & person who is entitled to vote, in accordance
with a direction on the proxy form to voie as the proxy decides.

RATIFICATION OF PRIOR ISSULE OF SHARES {Resolution 4)

Details of Essue

A total of 30,771,540 fully paid ordinary shares in the Company were issued on 25 August 2003 {o the
atoliees m the number and at the issue price set out in Resolution 4, representing 11.18% of the issued capital
of the Company. Each share was issued on the same terms and ranking equally in all respects with existing
ordinary shares in the Company on issue.

Reasons for Issue — Use of Funds Raised
The purpose of the share issue was to raise funds to be applied to the Company’s drug development
projects: ATL1H02 for multiple sclerosis, ATL1101 for psoriasis and other drug discovery activitios.

Shareholder Ratification

tnder ASX Listing Rule 7.1, the prior approval of sharcholders of the Conpany is required to an issue
of equity securities if the equily securities, when aggregated with equity securities issued by the
Company during the previous 12 months, exceed 15% of the number of equily securities on issue at the
commencement of that 12 month period.

ASX Listing Rules 7.1 and 7.4 provide that, where a Company in general meeting ratifies an issue of
eguity securities, the issue will be treated as having been made with approval for the purpose of ASX
Listing Rule 7.1, thereby enabling the Company to issue fusther securities without exceeding the 13% in
12 months limitation. This will allow the Conpany to raise further capital without the delay mvolved in
the requirement to seek priet shareholder approval. Rafification of the share issue will enable the
Company Lo take advantage of opportunities as they arise.



Eftect of Shareholder Approval
If approved, Resolution 4 will ratify and approve the previous issue of 30,771,540 fully paid ordinary
shares as set out above.

Advantages to the Passing of the Resolufion

Ratifieation of the issue of the shares referred to above will enable the Company to 1ssue additional
shares in the capital of the Company in the future {if necessary), up to the 15% limit, withoul reguiring
sharcholder approval.

Disadvantages to the Passing of the Resolution
The current directors do not believe that there are any disadvantages to shareholders, which arise from
ratification of the issue of the shares, which are the subject of the Resolution.

Yoting Exclusion Statement

The Company will disregard any votes cast on this resolution by:
+  Any of the allottees; and

+ any associates of any of the allottees.

However, the Company need not disregard a vote if:

* it 15 cast by & person as proxy for a person who 18 entitled to vole, in accordance with the directions on the
proxy form; or

+ il is cast by the person chairing the meeting as proxy for a person who is entitled to voie, in accordance
with a direction on the proxy form to voie as the proxy decides.



ANTISENSE THERAPEUTICS LIMITED

ABN 471 085 (60 743

Annexure 1
This Annexare Forms Part of the
Notice of Annual General Meeting
Dated 25 September 2003
List of Allottees with respect fo Resclution 4:
No. of Shares
Name issued
A EELECTRONICS PTY LTD 63,000
A JGILES PTY LTD 15,600
AMA DE CASA PTY LTD 100,600
ANGOSTURA INVESTMENTS PTY LTD 75,000
ARTIMORE PTY LTD 30,600
AVIWED PTY LTD 125,600
BEIRNE TRADING PTY LTD 320,600
BELGRAVIA STRATEGIC EQUITIES PTY LTD 325,600
BERNE NO 132 NOMINEES PTY LTD <146199 A/C> 769,000
BERNE NO 132 NOMINEES PTY LTD <76334 A/C> 83,000
BERNE NO 132 NOMINEES PTY LTD <77961 A/C=> 85,000
MR PAUL BENJAMIN BIRMAN 240,708
MR THOMAS MERVYN BIRT & MRS AMANDA LEE BIRT 49,000
MR WILLIAM GEORGE BISHOP 30,000
MISS MELANIE BLOOM 216,832
BOUSSAL PTY LTD 120,600
MRS MURIEL MACDONALD BOYLE 40,600
MR DAVID Wil iAM BROWNE 325,600
CAPE EVERARD PTY LTD 63,000
CELERE PTY LIMITED 34,000
CHATSWOOD NOMINEES PTY LIMITED 63,000
CHEPALIV PTY LIMITED 34,0600
CITICORP NOMINEES PTY LIMITED 480,600
CLAN SUPERANNUATION PTY LTD 30,0600
MR THOMAS WESTLEY TINDALL 40,600
COOLACE CONTRACTS PTY LTD 162,500
COREEN PTY LTD 44,600
DARMAL PTY LTD 125,600
MR EDWARD CHARLES DAVIS 50,000
MR JEFFREY DAVY 11,600
DBR CORPORATION PTY LTD 315,600
DOLOC PTY LTD 40,600
MR ANTHONY WILLIAM DUNHILL MRS ROSLYN MOIRA 42,5060
DUNBILE & MRS LORNA PATRICIA DUNHILL
DUNLUCE NOMINEES PTY LTD 40,600
MR JOSHUA ANDREW EAGLE 480,600
ELINORA INVESTMENTS PTY LTD 200,600
MR NIGEL PAUL 81T CLAIR EMSLIE 40,600
MR ROBERT FAULKS & MRS PATRICIA FAULKS 44,000
MR KIM ROSS HUMPHREY FERRIER 40,600
MR ANTHONY FOLKMAN & MRS AGATHA ELISABETH 40,600
FOLKMAN
FREWEN MASON SECURITIES PTY LTD 100,600
MR GIOVANN]I GAMBARO 63,000
GENCO COMMODITIES PTY LIMITED 44,600
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No. of Shares

Name issued

MR JOHN CLIFYON GIBB 135,600
MR ROBERT FREDERICK GIBSON 85,000
GLOWCAVE PTY LTD 490,600
GOAST PTY LTD 20,0600
GOLDSAINT PTY LTD 85,0600
GRANT THORNTON NOMINEES PTY LIMITED 162,300
MR JON DEAN GRAYSON & M/S LINDA MARY NASH 490,600
MR BRIAN STANLEY HANSEN & MRS MARIE ANN HANSEN 490,600
MR JOHN HARRIS 17,004
MR JAMES BRETT LOCHRAN HEADING 32,500
HOE NOMINEES PTY L'TD 126,600
MRS LisAa HOLMES 16,004
HOMEQUIP PTY LTD 20,0600
HONG KONG NOMINEES PTY LTD 70,0600
H R TRADING COPTY LTD 35,600
MRS GWYNETH CATHERINE HUGH 20,600
HURLBOOK PTY LIMITED 63,600
HYNORN PTY LIMITED 34,600
JAMES COOK UNIVERSITY 64,0600
MRS SHEILA GAIL JENKINS 60,0600
3P MORGAN NOMINEES AUSTRALIA LIMITED 384,600
ITCAMPBELL & COMPANY PRIVATE EQUITY PTY LTD 750,600
FTS NOMINEES PTY LTD 63,0600
KADINNA HOLDINGS PTY LTD 42 0300
KALGOORLIE MINE MANAGEMENT PTY LTD 125,600
KAPE INVESTMENTS PTY LTD 60,0600
KELWICK PTY LTD 85,0600
MR PETER MAURICE KING & MRS SAIMA KING 34,6040
KIZCOTE PTY LIMITED 32,300
MR MARTIN GEQFFREY KRAWITZ 85,0600
LABOR HOLDINGS PTY LTD 63,600
MR CHI KEUNG LAH 30,0600
DR 3JLIAN MAURICE LANE & MRS EILEEN ROSALIND LANE 30,000
MR PHILIP JOHN LEE & MRS JEANETTE LOUISE LEE 80,000
LEFT FIELD CONSULTING PTY LTD 25,604
LEMARAN PTY LTD 60,0600
LEMAS NOMINEES PTY LTD 150,600
LEVEQ NOMINEES PTY LTD $10,600
MR PETER MARK LEWIS £0,0600
LISTE PTY LTD 106,600
LITECLIP PTY LTD 85,000
MS YVONNE LU £0,0600
DR WILLIAM STEWART MACKIE 49,000
MAGIC MOUNTAIN INVESTMENTS PTY LTD 80,0600
MARKSHARE INVESTMENTS PTY LTD 40,600
MR BARRY KEITH MARSH & MR ROBERT HERBERT COLIN 20,600
EVENNETT

MEDALDEEN PTY LTD 490,600
MORINDA PTY LTD 20,0600
MR SLAWKO MUC 85,0600

NATIONAL NOMINEES LIMITED

7,650,000

MR PETER JOHN NEVILLE

1,360,000

MR MICHAEL NOONAN 75,600
NOOROOK HOLDINGS PTY LIMITED 42,500
NORTHSIDE DEMOLITION PTY LTD 40,000
MR DAVID FREDERICK OAKLEY 85,000
DR TREVOR ERNEST OLSEN & MRS IANET MARION OLSEN 20,600
OPALGATE PTY LTD 384,000

T




No. of Shares

Name issued

PACHYPUS PTY LTD 200,600
PAROWAN PTY LTD 490,600
MR KENNETH HECTOR PARTINGTON 70,0600
PEACHAM INVESTMENTS PTY LTD 144,06
PIPELINE INVESTMENTS PTY LTD 50,0600
P M NOMINEES PTY LTD 490,600
MR SCOTT WILLIAM POWER & MRS JENNIFER HAZEL POWER 16,004

MR ANTHONY CHRISTOPHER PRATT & MR JOHN CLEVELAND
MAJOR PRATTY

160,600

PRIMATON PTY LTD 50,600
QUEENSLAND INVESTMENT CORPORATION 3,845,000
QUEENSLAND PASTORAL AND LAND COMPANY PTY LTD 85,000
RAMIAN INVESTMENTS PTY LTD 85,600
RAY BROOKS PTY LTD 1,045,000
RICHALL PTY LTD 540,600
MR JOHN [RVINE ROBERTSON 44,000
ROSS TRADE & INVESTMENT SERVICES PTY LTD 100,600
DR STEWART FRANCIS ROUTLEDGE & MRS HELEN MARGARET 85,000
ROUTLEDGE

MR NURI] SHIK-SALIH 17,600
MR PETER NEWTON SCHOLEFIELD & MRS MEGAN LOUISE 40,600
SCHOLEFIELD

SHALEBURY PTY LTD 160,600
SHANRAY PTY LTD 63,600
MR BRIAN GERARD SHEAHAN 45,000
MR NICHOLAS RICHARD SHEARER & MRS SUZANNE SHEARER 17,600
SHIMONI HOLDINGS PTY LTD 150,600
MR EZEKIEL HAIEM SiON 12,0600
MR JOHN WIEN-SMITH 40,000
SNAPCO PTY LTD 162,500
MR PETER STAWSK! & MRS MARY STAWSKI 104,600
STRAFFON HOUSE INVESTMENTS PTY LTD 162,500
DR AART ALEXANDER TAVERNE & MRS RHONDA TAVERNE 30,000
MR ALAN TAY 60,600
TBICPTYLTD 85,000
THE TERRACES PTY LTD 63,000
MRS GAIL DAWN TESCH & MRS KRISTEN LEANNE WADDELL 40,000
THIRD BOORAN NOMINEES PTY LTD 113,600
TRAMA PTY LTD 40,000
HBS NOMINEES PTY LTD 1,538,000
HPPER AVALONPTY LTD 40,600
HTADA PTY LTD 34,600
VANSTONE INVESTMENTS PTY LTD 40,000
WAITARA INVESTMENTS PTY LTD 40,0600
MS LUCY WANG 40,000
WEBIMBLE PTY LTD 45,000
WESTGLADE PTY LIMITED 155,600
WESTPAC CUSTODIAN NOMINEES LIMITED 769,600
WITHERS PTY LIMITED 40,0600
MR ROBERT SCOTT WYND 160,600
YELRIF INVESTMENTS PTY LIMITED 60,000
TOTAL 30,771,549




ANTISENSE THERAPEUTICS LIMITED  anw 41 095 060 745 All correspondence to:

The Secretary

PROXY FORM Antisense Therapeutics Limited

Eevel |10 Walace Avenue
Teoorak Victoris 3142 Auastralia

ANNUAL GENERAL MEETING OF SHAREHOLDERS .. Plone Noi +61-3.9827-§999
FRIDAY, 31 OCTOBER 2003 AT 11.30 AM FENIEE Tor TR e

Appointment of Proxy

[FWe of

Name of member Address of member

being a8 member/s of Antisense Therapeutios Limited {the *Company’) and entitled to attend and vote hereby appoint

the {Chairman of the Meeting Write here the name of the person you are appointing
{mark with an *X*} y if this person is someone ofher than the Chaimman of
OR P
’ the Meeting,

or failing the person named, or If no person is named, the Chairman of the Meeting, as my/our proxy to act generally at the meeting on
nry/our behalf and to vote in accordance with the following divections {or if no directions have been given, as the proxy sees fit) at the
Annual General Meeting of Antisense Therapeutics Limited fo be held at the offices of Minter EHison, Level 23, Rialto Towers, 525
Colling Street, MeTbourne, Victoria on Friday, 31 October 2003 at [ 1.30 am and at any adjournment of that meeting.

IMPORTANT: FOR ITEMS 3 & 4 BELOW

If the Chairman of the Meeting is your nominated proxy, or may be appointed by default, and vou do not wish to direct your
proxy how to vote on Items 3 & 4 below, please place & mark in this box. By marking this box you acknowledge that the
Chairman of the Meeting may exercise your proxy even if he has an interest in the outcome of these [tems and that votes cast
by him, other than as proxy holder, would be disregarded because of those interests. I you do not mark this box, and you
have not divected your proxy how to vote, the Chairman of the Meeting will not cast vour votes on [tems 3 & 4 and vour
votes will not be counted in computing the required majority i a poll is called on either of these ltems. The Chairman does
not have an interest in the outcome of ltems 3 & 4. The Chairman of the Meeting intends to vote undirected proxies in
favour of Hems 3 & 4,

Voting directions to your proxy — please insert ‘X’ to indicate vour directions

FOR AGAINST  ABSTAIN
Ordinary Business

ltem | Re-elect as Director Dr Chris Belyea

Hem 2  Re-elect as Director Prof Georpge Werther

Hem 3 Approval of Issue of Shares to Polychip Pharmaceuticals Pty Lid

Hem4  Ratification of Prior lssue of Shares

If vwo proxies ave being appointed, complete the following sentence:
This proxy is authorised to exercise ... VOLES, Lo % of my/our total voting rights.

*  vou mark the Abstain box for a particular Hem, you are divecting your proxy not 1o vote on your behall on s show of hands or on 2 poll and your votes
wifl e be counted 18 computing the required majority on s poll

PLEASE SIGN HERE This section must be signed in accordance with the instroctions overleaf to enable vour
directions to be implemented.

Individual or Securitvhalder | Securityholder 2 Secaritvholder 3

Sole Director and Director Director/Company Secretary

Sole Company Secretary

Contact Name Contact Baytime Telephone Brate




HOW TO COMPLETE THE PROXY FORM

Appeintment of a Proxy

1f you wish to appoint the Chairman of the Meeting as your proxy, mark the box with an ‘2. 1f the person you wish
to appoint as your proxy is someone other than the Chairman of the Meeting, please write the name of that person.
If you leave this section blank, or your named proxy does not attend the meeting, the Chairman of the Meeting will
be your proxy. A proxy need not be a securityholder of Antisense Therapeutics Limited.

Votes on ltems of Business

You may direct your proxy how to vote by placing a mark in one of the three boxes opposite cach item of business.
All your securities will be voted in accordance with such a direction unless you indicate only a portion of voting
rights are to be voted on any item by inserting the percentage or number of securities you wish to vote in the
appropriate box or boxes. If you do not mark any of the boxes on a given item, your proxy will vote as he or she
chooses. 1f you mark more than one box on an item your vote on that ftem will be invalid.

Appoeintment of a Second Proxy

If you are entitled to cast two or more votes at this meeting, you may appoint up to two persons as proxies to attend
the meeting and vote on a poll only.  If you appoint two proxies, neither may vote on & show of hands. 1f you wish
to appoint a sccond proxy, an additional Proxy Form muay be obtained by telephoning Antisense Therapeutics
Limited on +61-3-9827-8999 or you may copy this form.

To appoint a second proxy you must:

{a)  on cach of the first Proxy Form and the second Proxy Form state the percentage of your voting rights or
number of securities applicable to that form. 1f the appointments do not specify the percentage or number of
votes that each proxy may exercise, each proxy may exercise half your votes. Fractions of votes will be
disregarded.

(b} return both forms together in the same envelope.

Signing Instructions
You must sign this form as foHows in the spaces provided:

Individual: where the holding is in one name, the holder must sign.
Joint Helding: where the holding is in more than one name, all of the security holders must sign.
Power of Attorney: to sign under Power of Attorney, you must have already lodged this document at Antisense

Therapeutics Limited. I you have not previously lodged this document for notation, please
attach a certified photocopy of the Power of Attorney to this Proxy Form when you return
it.

Companies: where the company has a Sole Director who is also the Sole Company Secretary, this form
must be signed by that person. |If the company (pursuant to section 204A of the
Corporations Act 2001} does not have 4 Company Secretary, a Sole Director can also sign
alone. Otherwise this form must be signed by a Director jointly with either another Director
or a Company Secretary. Please indicate the office held by signing in the appropriate place.

If a representative of the corporation is to attend the meeting the appropriate “Certificate of Appointment of
Corporate Representative” should be produced prior to admission. A form of the certificate may be obtained from
Antisense Therapeutics Limited.

Lodgement of a Proxy

This Proxy Form {and, if applicable, any Power of Attorney, or certified copy of the Power of Attorney, under which
it is signed) must be received at the address given below not later than 48 hours before the commencement of the
meeting. Any Proxy Form received after that time will not be valid for the scheduled meeting.

Documents may be lodged by:
- post or delivery to Antisense Therapeutics Limited, Level 1, H) Walace Avenue, Toorak, Victoria 3142; or
- facsimile to Antisense Therapeutics Limited on +61-3-9827-1166,
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he Board of Directors (“Board”) of Antisense Therapeutics Limited ("Antisense Therapeutics™ or "company™) has

pleasure in submitting s report in respect of the financial year ended 30 fune 2003,

Directors
The names and detatls of the directors in office at the date of this report are:
Mr Robert W Moses (Chairmani, BA, MBA, FAICD, FAIM
Mr Mark Diamond (Managing Director), BSc, MBA
Dr Chris Belyea, BSclHons), Phil, FIPAA
Dr Stanley Crooke, M, PhD
Prof Graham Mitchell, AQ, REDA, BVSe, FACYSc, Phil, FTSE, FAA
Prof George Werther, MDD, MSc{Oxon), FRACP

Mr Robert W Moses {Chairman)

Appointed: 23 October 2007

Robert (Bob) W Moses retired Vice President of CSL Limited, draws on more than 35 years
experience in the pharmaceutical/bictechnology industry, During the period 1993-2001, Bob
played a central role in CSL' development internationally. Prior to joining CSE, Bob was
Managing Director of commercial law firm Freehifls, Chalrman and CEQ of a NASDAL listed
medical service company and Corporate Manager of New Business Development at 11 (now
Orica). Bob also spent 17 years in various management roles at the multinational pharmaceatical
company Eli Lilly. He is currently noneexecutive Chairman of Meditech Research Limited, the
National Stem Cell Centre, and the CRC for Inflammatory Diseases, as well as acting Managing
Director of Amrad Corporation Limited.

Mr Mark Diamond {Managing Director)

Appointed: 31 October 2007

Mark DHamond has broad intemnational experience in business development in the
pharmaceatical industry. Me has worked in the pharmaceutical industry for 17 years, eight of
those with Faulding in Australia, Europe and in the LS. Before joining Antisense Therapeutics,
Mark held the position of Director, Produat Planning/Business Development of Faulding
Pharmaceutical’s Global Head Office in the LS. Prior to this he held the positions of Senior
Marager, Business Development and Indicensing within Faulding’s European operation in the LK
and International Business Development Manager with Faulding in Australia,

Dy Chris Belyea {(Non-Executive Director)

Appointed: 13 November 2000

Chris Belyvea, has a Phid in physics from the University of Melbourne and is a registered patent
attorney. He became the founding CEO of Antisense Therapeutics in 2000 and remained in this
rode untll January 2002, Me worked for the Australian patent firm Griffith Mack & Co for five years
hefore joining Circadian Technologies Limited as its Licensing and Projects Manager in 19%6. In
1998 D Belyea became founding CEO and member of the board of Metabolic Pharmaceuticals
Limited, which is developing drugs for obesity and other diseases. Me continues in his role ag
CECY of Metabolic Pharmaceuticals,
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Br Stanley Crooke {Non-Executive Director)

Appointed: 31 COctober 2001

Standey Crooke is Founder, Chairman and Chief Executive Officer of Isis Pharmaceuticals, Inc.,
which is a world feader in the field of antisense. Dr Crooke is currently a member of the Board of
Directors of EPIX Medical, Inc., Cambridge Massachusetts; ldun Pharmaceuticals, Inc., La jolla,
California; and Axon Instruments, Inc., Foster City, California. He is a member of the 1BC
Advisary Councl, Current Drugs Advisory Board and the Editorial Advisory Board of Journal of
Drrug Targeting and Antisense Research and Development. He s also Editor-In-Chief of Current
Opinion in Anticancer Drugs and Section Editor for Biologicals and Immunologicals for Expert
Opinion on Investigational Drugs. He has been appointed by the American Association for
Cancer Research to serve as a member of the Californian State Legidlative Committee. Prior to
founding Isis, Dy Crooke was President of Research and Development for SmithKline Beckman
Corporation and has akso held a senior position at Bristol Myers. By Crooke is also an adjunct
professor at the University of California, San Diego and San Diego State University.

Prof Graham Mitchell {Non-Executive Director)

Appointed: 23 October 2007

Graham Mitchel is an advisor in Sclence, Engineering and Technology o the Victorian
Government. In another government role the principals of Foursight Associates, including
Prodessor Mitchell, jointly act as Chief Sciemtist for the Depanment of Primary Industries. e is a
non-executive director of Compumedics Limited, AVS Pty Lid, the Geoffrey Gardiner Dairy

Foundation and is a principal of Foursight Assodiates Pty Lid. He is a Professorial Associate of the

University of Melbourne. Professor Mitchel has held the position of Director of Research in the
R&D Diviston of CSL Limited and for many years was a research scientist at the Walter & Eliza
Hatl Institute.

Prof George Werther {(Non-Executive Director)

Appointed: 23 October 2001

George Werther is Director of the Department of Endocrinology and Diabetes at the Roval
Children's Mospital, and the Centre for Hormone Research at the hospital’s Murdoch Childrens
Research Institute. He has served on many national and international scientific committees,
aditorial review boards and peer review bodies, and is on the council of the Australasian
Faediatric Endocrine Group, and on the editorial board of three international scientific joumnals.
Me is a board director of the Australia MedicAlert Foundation. Professor Werther is also a
Frofessorial Fellow at the University of Melbourmne.

Uniess indicated otherwise, all directors held thelr position as a director throughout the entire
financial vear and up to the date of this report.



Directors’ Interest
At the date of this repost, the interests of each director
of the company in the issued share capital and share

aptions of the company are as follows:

Shares heid Chstiens held

by entities [y enisies

in which inwhich

{Hirectons {isectorg

have a have a

23 hirlel heneficial  Options held heneficial

directly inferest divectiy irderest
Rohert W Moses 250,000 A7R A0
Mark iamand HE Y A7 R D00

Chris Belyvea 500,000 2,060,000 X700

Stan |e§-' Crnake A5 A35503 2000000 200,000,000
Craham Mitchell - 230,000

Ceorge Wierthey 25,0040 2,002,500

In addition, George Werther is a party to an agreement
with the Murdoch Childrens Research Institute {("MCRI™,
a research collaborator of the company that provides
Professor Westher with the option to purchase 1,687,500
shares in Antisense Therapeutics, which are currently
ewned by the MOREMCRI bas a 3.7% interest in
Antisense Therapeutics). George Werther is an executive
officer of the MCRL

As at 30 June 2003 and as at the date of this report no
cirector has an interest in any contract or proposed
contract with Antisense Therapeutics other than as

disclosed in the company’s annual report.

Directors’ Attendance at Meetings
The number of mectings of the Board of Directors and of
Board Committees during the year was:

foard or Committes Mumber of Meetings

Fudl Board f
Audit Committes 2
Remuneration Committee 2

The attendances of directors at meetings of the Board and

its Committens weore:

Fidl Board Auci Remuneration
Robert W Moses b i8] 22 202
Mark Diamond sl 2 i
Chris Bebyea b 6] 205 22
Standey Crooke f 6] 2 0 22
CGraham Mitehel| 4 i6) 2 1 (2
George Werther &6 2 (2 22

Where a director did not attend all meetings of the Board

or relevant Committee, the number of meetings for which

the director was eligible to attend is shown in brackets.
Mark Bamond, Stanley Crooke and Graham Mitchell,
who are not members of the Audit Committee, attended

the Audit Commitiee meetings by invitation.

Principal Activities

The principal activity of the company is to apply the
best in antisense technology by utilising industry
alliances and the company’s growing expertise in the
tield) 1o develop therapeutics for commercially important

human conditions.,

Dividends
Mo cash dividends have been paid or declared since

the beginning of the financial yvear by the company.

Review and Results of Operations
During the period under review Antisense Therapeutics
has progressed its most advanced projects in the

following disease areas:

{a} multiple sclerosis (ATLI102); and

(I} psoriasis and other skin disorders JATLTTOT)

The company's access 10 these projects is derived from
its technology and research collaborations with lsis
Pharmaceuticals, Inc ("Isis”) (ATETT02), a workd leader in
the fiekd of antisense and the Murdoch Childrens
Research Institute ("MCRES (ATLI107). The Operations
Report provides further information regarding the nature

of these collaborations.

Results

The loss of the company after income tax for the
financial year was $6,107 898 (2002: $6,321,006]. The
foss is after fully expensing all research and development
casts. The loss reflects reduced Research and
Development costs this financial vear due mainly to the
majority of the cost of the manufacturing and
development of ATLT102 being incurred in the prior
financial vear. This decrease has been ofiset by a full
year's amortisation of the intangible asset and a full year
of administrative expenses this financial vear compared
with 7 months in the prior financial year. The Operations
Report provides further details regarding the progress
made by the company since the prior financial period,

which have contributed 1o its result for the year.

fn December 2002 the company also successtully

raised $4.5 million in an oversubscribed shares offer.
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Multiple Sclerosis {ATL1162) Project

Acsignificant portion of the research and development
costs incurred during the period relate to the advances in
the ATLTTO2 project. Current period costs relate to the
completion of pre-clinical fanimal) studies contracted out
10 Isis, the cost of production of injectable formivlations of
ATLI102 and the cost of guality and stahility testing of the
formulations both undertaken by US contract
Grganisations.

Psoriasis {ATL1101) Project

During the period, significant progress was made on
the Psoriasis project including the sefection of ATLTTOI
lead compound and demonstration that the cream
containing ATLI10Y can penetrate human psosiasis skin
blopsies in the faboratory and silence the larget gene
HGF-IR.

Other Projects

Inn addition to progressing Hs most advanced projects
(ATL1TOT and ATEYTG2) through pre-clinical and dinical
development, the company is in the process of testing a
number of research compounds in the development of its
drug pipeline and has made progress in this regard during
the review period.

The Operations Report provides a more
comprehensive account of the company's progress during
the year.

Likely Developments
Projects

As stated in the Operations Report, a series of
imporant milestones are expected to be achieved over
the next 12 - 24 months,

The Phase | human clinical rials on Multiple Sclerosis
drug ATL1102 are scheduled to commence in late August
2003 anc assuming they are successtud, Phase 1§ studies
are expected to commence in fate 2004,

With respect to the Psoriasis project ATETTOT, the
company plans 1o undertake a “proof of concept” study
which is an accelerated path to testing the activity of
ATLTIOT in humans suffering from psoriasis.

In addition, over the next 12 months, Antisense
Therapeutics infends 1o continue 1o expand its product

pipeline whereby a select number of research compounds

will be tested in animal disease models.

Bistechnology Companies — Inherent Risks

Some of the risks inherent in the development of a
procuct 1o a marketable gage include the uncertainty of
patent protection and proprietary rights, whether patent

applications and issued patents will offer adequate
protection to enalde product development, the obtaining
of the necessary drug regulatory authority approvals and
difficulties caused by the rapid advancements in
technology. Also a particular compound may fail the
clinical development process through lack of efficacy or
safety. Companies such as Antisense Therapeutics Limited
are dependent on the success of their research projects
and on the ability to attract funding 1o support these
activities. Investment in research and development
projects canmnot be assessed on the same fundamentals as
tracling and manufacturing enterprises. Thus investment in
these areas must be regarded as speculative taking into

account these considerations,

This annual report may contain forward-looking
statements regarcling the potential of the company’s
projects and interests and the development and
therapeutic potential of the company’s research and
development. Any statement describing a goal,
expectation, intention or belief of the company is a
forward-looking statement and should be considered an
at-risk statemnent. Such statements are subject to certain
risks and uncertainties, particularly those inherent in the
process of discovering, developing and commercialising
cdrugs that are sate and effective for use as human
therapeutics and the financing of such activities. There
is no guarantee that the company’s research and
development projects will be successiul or receive
regulatory approvals or prove to be commercially
successtul in the future. Actual results of funther research
could differ from those projected or detailed in this
repor. As a result, you are cautioned not to rely on
forward-looking statements. Consideration should be
given to these and other risks concerning the company's
research and development program referred 10 in this
Directors’ Report and in the company’s Operations Report
as contained in this annual report for the period ended
30 June 2003,

Options and Shares

Details of options granted to directors or relevant
officers as part of their remuneration are set out in the
section of this report headed Directors’ and Officers’
Remuneration. Details of shares and interests under
option, issued during or since the end of the financial
year due to the exercise of an option, are set aut in Notes
9 and 10 of the financial statements and form part of this
repor. There were no options granted or shares issued 1o
directors er relevant officers during or since the end of

the financial vear which form part of thelr remuneration.



Directors’ and Officers’ Remuneration The Board is responsible for reviewing its own

Rermuneration of directors and other senior executives performance. The non-executive directors are responsible
of the company is established by the Remuneration for evaluating the performance of the managing director,
Committee who are authorised to determine the who in wrn evaluates the performance of all other senior
remuneration of directors and senior executives taking executives. The evaluation process is intended to assess
into account market factors and a review of performance. the company’s business performance, whether ong-term
The Remuneration Committee may seek independent strategic objectives are being achleved and the
remuneration advice. For executive directors and officers, achieverment of individual performance objectives.
remuneration packages generally comprise salary and o ) . .
) , . . . Betails of remunaration provided 1o directors and
superanpuation. Executives are also provided with longer- ) )
o L o officers of the company are as follows:
term incentives through the company’s emplovee share
and option plan, which act to align the executives’
actions with the interests of the shareholders.

Options vesting
during current period

ot of the money’)

Base Salary EXirectors’ Fees Superannuation Amortised Cost Tonal Y of
b H] $ {a} % remuneration

EXractors
R Maoses 35,000 3,150 45 38,195 <%
M Diamond 208,004 18,000 544 218,548 <%
C Belyea 25,000 2,250 362 27,612 1.3%
5 Crooke 25,040 362 25,362 1.4%
G Mitcheldl 25,000 2,250 45 27,295 <%
G Werther 25,000 2,250 362 27612 1.3%
Oifficers
G Tachas 151,125 13601 272 164,598 <1%
{ lswaran TEG,000 T3,504 9% 63,591 < 1%
C Whraight 85,000 7650 492,650
K Andrews 55,205 4,968 603,173
N Korchey 25,000 2,250 36 27,286 <1%

fad Adl options were granted in 200172002, No options were granted 1o directors and officers during the year ended 30 June 2003,

ASICs “Media release 03-202 Valuing options for direciors and executives” provides guidelines for Austraiian listed companies on
Cotive

bt value options and simifar equity instruments in the disclosure of direcior and exe suneration for the 340 fune 2003

ssuance of the Australian Accounting Standards Board's Exposure Dvaft 108

Drectors” Report. The guidelines provided draw on the
“Share-Based Payment” (ED108) and its eguivalent the international Accounting Standards Board's Exposure Draft £02 “Share-Based

Payment” (ED21 EE08ED2 provide a basis for valuing options and allocating those values over time. ASICs guidelines do not

recgiire that options he expensed in the financial staterments, ondy that they he disclosed in the directors” repost.

ETOBELD2 propose that an expense be recognised in relation ta options over the period from grans date to vesting date. For options
that vest immediately, the value is recognised as an expense at grant date, Previous ASKC guidelines required the total valae of options
issued to be disclosed as part of remuneration in the year they were Bsued. The company made such a disclosure, as reguired in s
2002 directors’ repart and notes fo the firancial staternents. The options issued in these vears were "well out of the money” at thelr
respective grant dates and year end date.

Cytions issued by Antisense Therapeutics Limited in 2002 have three vesting dates, for various propostions of the weal issued options,
during the life of the options. Accordingly, although no options were issued during the vear ended 30 june 2003, the options issued fo
directors and executives in previous years, which had not vested at 1 july 2002, have been allocated a total value of $2,119 for the

current financial vear and are included in the remuneration of directors and executives above, This amount has been determined by

alfocating the fair value of options issued equally over the vesting periods. Currently, the amortised fair value is not recognised as an
expense in the financial statements and no adjustrments have been made o reflect estimated or actual forfeitures {ie. options that do
net vest or are not exercised),

e, their related terms and conditions and valuation basis are set out in Notes 16 and 17, The

Details of the number of options §
totat of all options issued to directors and relevant officers in the 2002 financial vear continue to be “well out of the money” as at
340 june 20003,



ANTE

ANBNUAL REPORT 2003

Significant Changes in the State of Affairs
Except as otherwise set out in this report, the directors

are unaware of any significant changes in the state of

affairs or principal activities of the company that occurred

during the period under review.

Indemnification and Insurance

Under the company’s constitution:

{a} Tor the extent permitted by law and subject to the
restrictions in section T99A and 1998 of the
Carporations Act 2001, the company indemnifies every
person who is or has been an officer of the company
against any Hability (other than for legal costs) incurred
by that person as an officer of the company Uncluding)
liabilities incurred by the officer as a director or officer
of a subsidiary of the company where the company

requested the officer 1o accept appointment as director,

(b To the extent permitted by law and subject to the
restrictions in sections 199A and 1998 of the
Corporations Act 20071, the company indemnifies
avery person who is or has been an officer of the
company against reasonable legal costs incurred in
defending an action for a liability incurred by that

person as an officer of the company.

The company has insured its directors, the company
secretary and executive officers for the financial year
ended 30 June 2003, Under the company's Directors” and
Oificers’ Liabilitdes nsurance Policy, the company shall
not release to any third party or othenwise publish details
of the nature of the llabilities insured by the policy or the
amount of the premium. Accordingly, the company relies
on section 30009} of the Corporations Act 2007 to exempt
it from the requirement to disclose the nature of the
ltabitity insured against and the premium amount of the

relevant policy.

Environmental Regulations Performance
The cormyrany is not subject to significant

environmental regulations,

Significant Events After Balance Date

Omn 20 August 2003, the company announced a
placement of shares to Australian institutions and
professional investors, raising $5 million by the issue of
38.5 million shares at $0.13 per share. As part of the
placement, Polychip Pharmaceuticals Pty Limited (a
wholly owned subsidiary of Circadian Technologies

Limited] has agreed 1o subscribe for approximately

$1 million at $0.13 per share, This is subject o
sharehoider approval, which will be sought at the

cormpany’s Annual General Meeting,

Antisense Therapeutics Limited's cash reserves are
expected 10 be sufficient to support the company’s
planned activities until the end of 2004 i it continues to
take acvantage of the potential of antisense technology to
move quickly from drug discovery to developing
therapies (note that the company has the fexibility 1o
delay certain research and development expenditure until
suffictent funds are avatlablel. In order for the company
tor progress its projects beyond this time, the company

will be required to raise further capital.

fn relation to the proposed wse of funds described
above and below, it should be recognised that there will
typically be differences between the forecast and actual
results, because events and circumstances frequently do
not oocur as expected, and those differences may be

matertal, particularly in the start-up period.

Corporate Governance

ft is the role of the Board of Directors of Antisense
Therapeutics Limited to represent and protect the interests
of the company’s shareholders. The Board is responsible
for the corporate governance of the company and guides

and monitors the business and affairs of the company.

To ensure the Board is well equipped to discharge its
responsibilities, it has guidelines for the nomination and

sefection of directors and for the operation of the Board.

Compaosition of the Board
The composition of the board is determined in
accordance with the following principles and puidelines:
= The Board should comprise at least four directors and
should maintain a majority of non-executive directory;
= The chairperson must be a non-executive director; and
= The Board should comprise directors with an

appropriate range of gualifications and expertise.

The Board consists of six Directors, one of whom is
executive (Mark Diamond) and five of whom are non-
executive (Robert Maoses, Dr Chris Bebyea, Prof Graham

Mitchell, Prof George Werther and Dr Stanley Crooke).

Board Commitiees

The Board has created the following Committees:
= Audit Committee, chaired by Chris Belyea; and

= Remuneration Committee, chaired by Robert Moses.



Audit Committee
The Audit Committee is chaired by Chris Belyea. The

other members are Robert Moses and George Werther,

The: principal functions of the Audit Committee
include reviewing and making recommendations to the

Board reparcing:

e the discharge by the Board of its responsibilities in
respect of the preparation of the company's financial
statements and internal controls:

v nominees for appointment as external auditors;

» the performance of the external auditors;

» communication between the Board and its external
audditors;

v the external auditors’ evaluation of internal controls
and management's response; and

e internal audit procedures.

Remuneration Committee
The Rernuneration Committee is chaired by Robernt

Moses and comprises all of the non-executive directors.

The principal functions of the Remuneration
Committee include reviewing and making

recenmencdations 1o the Board regarding:

e the remuneration of the Chief Fxecutive Oxficer, the
pther senior executives and the non-executive

directors;

» the remuneration poficies and practices for Antisense
Therapeutics including participation in the employee

share and option plang and other benetits; and

® o SLpETann vation a f!’ii?‘igé’.’.!‘r’i{.’.l'ﬁf-},

Board Responsihitities

As the Board acts on behalf of and is accountable to
the shareholders, the board seels to identify the
expectations of the shareholders, as well as other
regutatory and ethical expectations and obligations. In
addition, the Board s responsible for identifving areas of
significant business risk arct ensuring arrangements are in
place for an effective risk management system.

The responsibility for the operation and administration
of the Company is delegated by the Board 1o the
managing director and the executive team. The Board
ensures that this team is appropriately qualified and
experienced to discharge thelr responsibilities and has in
place procedures 16 assess the performance of the

managing director and the executive team.

The Board will ensure that management’s olyjectives
and activities are aligned with the expectations and risks
idertified by the Boardh The Board has proceduares to
allow directors, in the furtherance of their duties, 1o seek
independent professional advice at the Comipany’s

RN,

Meonitoring of the Board's Performance

Policies and procedures in place with respect to
monitoring the performance of the Board are set out in
the section of this report headed “Directors’ and Officers’

Remuneration”.

Ethical Standards

The company recognises the need for Directors and
employees to observe the highest standards of behaviour
and business ethics when engaging in corporate activity.
Antisense Therapeatics Limited intends to maintain a
reputation for integrity. The Board has adopted a Code of
Conduct, which sets out the principles and standards with
which all officers and employees are expected to comply
in the performance of thelr respective functions. A key
element of that Code is the requirerment that officers and
employees act in accordance with the law and with the
highest standards of propriety. The Code and #ts

implementation are 1o be reviewed each vear,

Board’s Commumication fo Shareholders
The Board of Directors abms 10 ensure that

cormmiunication to shareholders is provided through:

= the annual report, which is distributed o all
shareholders;

= the half yearly repornt provided to the Australian Stock
Exchange; and

= the annual general meeting and other meetings so
called 10 obtain approval for Board action as

appropriate.

A policy has also been adopted that the
cormmunications described above and announcements
made by the Company 1o the Australian Stock Exchange
be posted o0 the company’s website

[ w. A ISense. ComLaul,

Adoption of a Continsous Disclosure Protocod

Subject to any exceptions in the Listing Rules and
Corporations Act, the company is reguired to immediately
disclose all information that would be expected to have a
material effect on the price or value of the securities of
the company. The company has adopted a continuous

discloswre protocel and has appoined the Company
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Secretary as DHsclosure Officer whe will be required 1o For and on behalfl of the Board:
collate and, where appropriate, disclose share price

sensitive information.

{dentification and Management of Significant Business Risk

The Board has identified the significant areas of

potential business and legal risk for the Company. The
iclentification, monitoring and, where appropriate, the Mark Bamond
recluction of significant risks to the Company are Director
monitored by the executive Directors. The Board reviews

and monitors the parameters under which such risks will

he managed.

Equity Participation by Directors

The Board encourages Directors to own shares,

Robert W AMoses

Policy Concerning Trading in Company Securities Director
The company has a formal policy in place governing
trading practices in the company's shares by directors,
officers and employees. This policy complements the
requirernents of the faw in this area and the requirements
Medbourne

under the Corporations Act and the ASX Listing Rules to N o
. . . ’ i 22 August 2003
disclose any trading undenaken by directors or their '
related entitios in the company's securities. Compliance
with this policy is reviewed by the Board on a regular

basis.

This report has been signed in accordance with a

Resolution of the Directors made on 22 August 2003,

10



§ L

Overview of Company's Activities

Antisense Therapeutics Limited (ATL) has made
substantial progress in its Research and Development
activities over the period under review with a focus on
meeting the key project milestones for its lead
compounds, ATLTTO2 and ATLIT0V. The major

achievements announced b\ the COMany were:

Multiple Sclerosis Project (ATL1102)

* The successful completion of a package of pre-clinical
animal trials of ATLS drug for the treatment of Multiple
Sclerosis, ATLI102;

Confirmation of the site for Phase | clinical trials for
ATLT102 and receipt of approval to conduct this trial;
Completion of manufacture of ATLTT02 for use in

Phase | and later clincal trials.

Psoriasis Treatment Project (ATL1101)

v Selection of ATLTI0T lead compound for Psoriasis;

Demonstration that a cream containing ATETI0T can
penetrate human Psoriagls skin blopdes in the
laboratory and silence the target gene 1GF-1R;
Approval of a $1.10M grant under the Commonwealth
Government's R&D Start Program to assist in

development of the Psoriasis treatrment.

During the period the company successtully raised
$4.5 million in an oversubscribed share offer. On

20 Aupgust 2003, the company announced the raising of

™y
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a further 35 million in a share placement 1o Australian

ingtitutions and professional investors.

Antisense Therapeutics” Mission

ATLs mission is to create, develop and commercialise
novel antisense pharmaceuticals. Our primary focus
is to progress our two lead compounds {ATLIT02 and
ATLTTOT) through research and clinical trials with the
aim of providing new and improved therapies for the
treatment of Multipte Sclerosis and Psoriasis respectively,
and to support these fead compounds by building a

pipeline of additional antisense compourncds.

Antisense Technology - How it Works

Proteins play a central role in vinually every aspect of
human biclogy. Each of our genes is a set of instructions
for, and control of, the manufacture inside the celf of a
particular unigue protein. Convertional pharmaceutical
crugs rypically bring about thelr desired therapeutic effect
by binding 10 a target protein directly, to interfere with its

action.

Antisense drupgs are synthetic, DNA-Tke compountds
designed for use as medicines, which block disease
processes with extraordinary precision. Unfike
comventional small-molecule medicines, the discovery of
which requires time-consuming and labortous trial-and-
error, antisense medicines are rationally designed by
directly exploiting the huge body of genetic information

now available from the human genome project.

DNA

Transceiption

HOW ANTISENSE TECHNOLOGY WORKS

miENA

{Oligonucieotide)

Proteins
e

Transtation

Antisense
Drug

MW e A e D)

Teaditional Drug
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Compared 1o conventional drugs antisense aims 1o
provide faster, more predictable drug discovery, with
increased specificity of action and uniformity of methods

of manufacture, formulation and delivery.

Antisense drugs have the potential to treat a wide
range of conditions and diseases including auteimmune,
infectious, inflammatory, dermatological, metabolic and
cardiovascular diseases as well as cancer. There are
currently over 20 antisense drugs in clinicat trials
worldwide 10 treat various diseases, with more than half
of these in Phase 1 or later stage chnical development.
While there s already one antisense drug approved for
clinical use, it is anticipated that several more will emer

the market over the next few years.

Overall Operating Strategy

ATE's strategy is:

vt pain access to the best enabling antisense
technologies through partnership with key antisense
technology leaders;

» to create candidate antisense drugs for diseases where
there are large andfor poorly met markets, in
cotlaboration with ATL's technology and research
partners;

v i outsource pre-clinical and dinical testing of the
candidate drugs 10 expert contractors; and

vt commerciatise the drugs that are shown 1o be
successtul through lleensing deals or other partnerships

with major pharmaceutical companies,

The company’s “virual structure” minimises
infrastructure and overhead costs. This is achieved by
working with contractors and consultants on a worldwide
hasis in order 1o gain access to the best possible expertise
in each area of the company’s development operations.
These outsourcing activities are closely controted by the
company’s management who have extensive experience
in the research and clinical development of

pharmaceutical products.

Akey aspect 1o the company’s out-sourcing strategy is
the collaborations it has developed with fsis
Pharmaceuaticals inc ("Isis”} and the Murdoch Childrens
Research Institute ("MCRI") who are at the same time
major shareholders in ATL. The company has made
substantial technical progress with its developments over
the period under review due to the commitment and

expertise of its collaboration partners.
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fsis Strategic Partnership

A fundamental element of the ATL strategy is its access
toy state of the ant antisense technology, both in respect of
know-how and intellectual property to accelerate drug
discovery and development. As a leader in the field, Isis
is the ideal technology partner for ATL. Isis currently has
one antisense drug on the market (Vitravene ™) and seven
compounds in late stage clinical development. Isis hag
several partperships with major pharmaceutical

COHT A bezs.

The collaboration agreement with Isis provides ATL
with an extensive package of access to 1siss antisense
drug discovery technology t© commercialise antisense
drugs to a number of protein targets including 1GF-IR for
Psoriasis and an exclusive license to ATL1102, which ATL
is currently progressing into clinical development for
Multiple Sclerosis. Isis has already manufactured batches
of bulk drug product and will be available to manufacture

further guantities for use in clinjcal trials for ATL.

The collaboration agreement with Isis also provides
access o and assistance in expanding ATLs drug pipeline
including the rapid generation of antisense lead
compounds 1o the Company's potential therapeutic

targets.

MCRI Strategic Collaboration

The MCRI, hased at the Roval Children’s Hogpital in
Melbourme is a major Australian research institute with
over 450 stafl and operates as an independent non-profit

organisation.

ATL has entered into agreements with the MCRI by
which it has obtained the exclusive worldwide rights to
commercialise antisense drugs for Psoriagis and other skin
diseases. As part of its research agreement with ATL, the

MCRI provides sclentific support of the pre-chinical and

clinical development, including laboratory testing of the
Isis-grenerated drugs and formudations. MCRL s also
generating laboratory data on andisense treatments in

other skin disorders.

Projects Update
Madtiple Sclerosis: ATL1192
Background

Multiple Sclerosis (MS] is a life-long, chronic,
incurable disease, which progressively destroys the
central nervous system, commaenly diagnosed between

the ages of 20 and 40 years. The disease affects about



400,000 people in the US where the estimated annual
hiealthcare cost associated with the disease in 2002 was
LSE2.5 billion. Although current treatments are unable to

stow disease progression, the aims of therapy are 10

reduce the duration, frequency and severity of the attacks.

The development of improved Multiple Sclerosis
medications is a high opportunity area. There is no cure
for MS — the goals of therapy are 10 improve recovery
from attacks, to prevent or lessen the number of relapses
and their severity, and 1o reduce disease progression.
Untif recently steroids were the principal medications for
MS — while steroids cannot affect the progression of MS,
they can reduce the duration of attacks. Interferon beta
drugs appeared on the market in the early 1990%, but

their longerterrn therapeutic benefits are unclear.

ATEI102 s a crug under development by ATL, which
aims 1o prevent the synthesis of a protein called VLA-4,
known o play a part in both the onset and progression

of MS.

Chinical evidence for VLA-4 target activity in Multiple
Sclerosis has been demonstrated by the monoclonal
antibody drug, Antegren, currently being developed by
LS based biopharmaceutical company, Biogen, which is
heing assessed in Phase H human trials. By contrast to
acting on the VEA-4 protein after it is produced, ATLT102
is designed 1o block the production of that disease
causing protein before it can inflict further damage.
Advantages of ATLTT02 over an antibody product may
potentially include efftcacy, dosing route and cost of

therapy.

Progress

In OQctaber 2002, ATL announced the successiul
completion of a package of preclinical {animal) studies,
which enabled ATL to submit an application 1o the
Charterhouse Clinical Research Univ at the Stamford
Hospital in London ("Chanterhouse”) 10 conduct 2 Phase |
clinical trial 1o assess the satety and disposition
{pharmacokinetics] of ATLT102 in human voluntears.
Approval was received from Chanerhouse in February

2003 to conduct this Phase | study.

The production of injectable formulations of ATLT102
suitable for use in Phase | dinical trials was contracted
out to a FDA compliant LS manufacturer. Although
unforeseen events in the manufacturing process led to

delays, the manufacture is now complete.

As required by regulations, the manufactured
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formulations undenwent fulf guality testing at a contract
organisation in the USA. Quality testing involves the
evaluation of the formulated product 1o ensure it meets
product specifications. This program of work was
completed in Augast 2003 and the products have been
certified for “refease”. The formulations have been

shipped 1o Charterhouse in London 0 commence the

Fhase | clinical trial, which s scheduled to commence in
fate August 20041

Outloak

Upon successful completion of the Phase | clinical
trial, it is anticipated that an applecation will be made in
20604 for a Phase Ha wial to assess preliminary efficacy in

patients with MS,

Psoriasis: ATLT191
Background

Psortasis is a chronic non-comtagious skin disorder,
which affects around 2% of the population. While the
precise cause of Psoriasis is unknown, it is thought 1o be
triggered by an immune system defect feading 1o
excessive skin cell division. When severe, 15-20% of the
parson’s body may be affected. The white scales that
usualby cover the lesion are composed of dead skin cells,
and the redness of the lesion is caused by increased

blood supply 1o the area of rapidly dividing skin cells.

The worldwide market for Psoriasis treatments was
vatued at USSS00 million in 2002 and there s an
acknowledged unmet medical nead for more effective
and safer treatments. The market is forecast 1o grow
bevond LISS2 billion by 2007 ("Frost & Sullivan®™ with

eclive treatments,

the emergence of new e

In the absence of a cure, the goal for a Psoriasis

treatmient s to reduce inflamemation and/for to stow down
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rapid skin cel division to decrease the extent of skin
lesions. While there are a number of treatments on the
market today, most have limited efficacy or side-effect
profites, which restrict their usefulness. There is a range of
new treatments undergoing clinical trials, some of which
should be expected 1o reach the market. These include
systernic injected drugs based on monodlonal antibodies
designed to interfere with specific pans of the Immune
systern thought 1o be important in the development of
Psortasis. Whether any of these drugs will offer an
improvement to existing therapies is not yet known.
Despite the wide range of current treatment chotces and
the treatments in development, 2% of the world's

population awaits an effective treatment for Psoriasis.

ATLITOT is an antisense drup designed to silence the
gene for the insulin.like growth factord receptor (1GF-IRD.
HGF-IR's pivotal role in the regulation of cell overgrowth
in Psoriasis was established by our research partner, the
Murdoch Childrens Research Institute. ATL1107 s being
developed for topical application and is intended as a

first line therapy.

Progress

The ATL1107 lead compound was selected in the third
guarter of 2002 on schedule and a topical formulation
containing ATLY10Y was prepared using Isis

Pharmaceuticals, Ine proprietary formulation expertise.

A significant milestone was achieved in the second
guarter of 2003 with the demonstration that the cream
containing ATLY10Y can penetrate human Psoriasis skin
hiopsies in the laboratory and silence the target 1GF-IR.
The faboratory result provided increased confidence that

ATLTIOT may be effective as a topical cream formulation

0 treat Psoriasis,
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fn May 2003, the Psoriasis project was awarded a
grant under the Commonwealth Government’s R&D Stant
Program. The grant will provide $1.1M in dollar-fordollar
funding for the financial year 2003/2004. The awarding
of this grant provides validation of the sclentific, olinical

and commercial potential of the Psoriasis project.

The research team at the MOR!E has also been actively
investigating the application of ATLITOT in other skin
disorders. Laboratory experiments to confirm the potential
effectiveness of ATLTT01 in these disorders are well
acdvanced. The company will announce details of these
investigations once the data has been generated and

assessed.

Outlook

The next stage of development for ATL1107 is the
undertaking of a “proof of concept” study which is an
accelerated path 1o testing the activity of ATL1T07 in

humans suffering from Psoriasis.

fn this “proof of concept” study, also referred to as the
Small Plague Agsay (SPAL ATETTOT will be topically
applied to a Hmited number of patients in relatively small
quantities to defined areas of psoriatic skin. The SPA s
desined 10 carefully monitor and also restrict the extent

of patients’ exposure to the test compound.

Tepically a drug's activity is not established undl
completion of Phase It clinical triaks. Mowever, a “proot
of concept” study can be undertaken relatively
inexpensively for a disease such as Psoriasis (unlike for
many other diseases), which will provide early evidence
of the effectiveness of ATLTTN. While the SPA will not
replace the requirement 1o undenake formal (Phase 1, I
and 1) human clinical trials, if early indications of the
drug’s effectivenass are shown, the company will have
increased confidence in the prospects for successiul
commercial development of ATLIT0T, and excellent data
with which to pursue potential early partnering

opportunities.

The manufacture of the drug product and the required
precursory toxicology program are expected to be
completed in the first half of 2004, after which an
application for approval 1o commence the SPA may be
subimittect. Once this approval is received, the “proof of
concept” study in Psoriasts patients should commence in

e tor late 2004,



Other Research Projects
Background

The company has agreed a st of exciting research
targets with isis, and can during the research and
development phase, select a certain number of those with
the most potential to exclusively commercialise. ATL is
focusing on potential therapeutic drug targets from
published scientific and clinical research where ATL
analysis shows that these targets may be suitable for
intervention with antisense drugs and where an antisense
drug may have an advantage over existing treatments or

those in development.

As stated earier, ATL has acquired from Isis an
exclusive right 1o research these targets using the lsis
technology, and in accordance with the ATL/sis
contracts, antisense compounds 1o these targets are being
created by 1sis for ATL. ATL are contracting with local and
interpational expert groups to assess the efficacy of these
antisense compounds in the relevant animal maodels.
When efficacy in animals is established, ATL will elevate
the most promising drugs to its development pipeline for

frials in humans.

Progress
ATL hias research projects on its pipeline antisense
inhibitors at various stages of completion in animal

disease models. Early indications are that at least ane of

these compounds has shown efficacy comparable to

lwading therapies for its given disease indication; studies
i other disease areas are underway. Al disease
inclications under investigation at ATL have significant
unmet therapeutic markets, and with the inherent safety
and dosing advantages of antisense drugs over
comventional therapies, we believe our pipeline research
activities may generate interest once follow-up studies

and patent filings have been completed.

ft is important to note that these research outcomes
cah be achieved in a highly expeditious manner and at a
refatively fow cost, which is a key feature of wtilizing the
2ndd generation antisense chemistry available o us via our

strategic collaboration with kis.

Outloak

Following completion of the efficacy studies currently
in progress and additional pilot efficacy studies during the
2003/2004 financial vear, a select number of successful
candidates may then be progressed into formal pre-
clinical development. ATL intends 1o announce details of
the specific disease indications together with the lead
cemmnpounds once relevant patent applications have beern

fodped,

ATL will critically assess the results of these studies
and determine on a case by case basis whether further
development wark will be undertaken by ATL or
alternatively out-Heense to other pharmaceutical

comganies in return for Heensing income,
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Partnering Opportunities

As stated earlier, the company's strategy s to
commercialise its drug pipeline products through
collaborations with major pharmaceutical companies.
Givern the quality of the targets and the known
commercial appeal of antisense there is likely 1o be
wct i both ATE1107 and ATLTTO2 as they

progress successfully through development. The company

potential inter

will discuss its technology on an ongoing basis with
selected interested companies in order 1o broaden the
awareness of its activities in preparation for potential
futere licensing or other patnership discussions. The
company also plans 1o pursue partnering opportunities for
select pipeline compounds that are at an earlier stage of

development (pre.clinical).

Financial Position

As stated in the Director's Report the company's
current cash reserves are expected 1o be sufficient for the
planned activities untit the end of 2004 if it continues 1o
take advantage of the potential of antisense technology to
move quickly from drug discovery 1o developing
therapies (note that the company does, however, have the
flexibility to delay research and development expenditure
until sufficient funds are available). In order for the
company to progress its projects bevond this time as
described in the respective projects’ "Outlook” sections,

the company will be required to raise further capital,

In relation to the proposed use of funds described
above, it should be recognised that there will typically be
cifferences between the forecast and actual results,
hecause events and circumstances frequently do not

accur as expected, and those differences may be material.

Biotechnology Companies - Inherent Risks
Some of the risks inherent in the development of a
procuct 1o a marketable gage include the uncertainty of
patent protection and proprietary rights, whether patent

applications and issued paterts will offer adequate
protection 1o enable product development, the obtaining
of the necessary drug regulatory authority approvals and
difficutties caused by the rapid advancements in
technology. Also a particular compound may fail the
clinical development process through fack of efficacy or
safety. Companies such as Antisense Therapeutics Limited
are dependent on the sucoess of thelr research projects
and on the ability 1o attract funding to support these
activities. Investment in research and development

projects cannot be assessed on the same fundamentals ag

H

traciing and manufacturing enterprises. Thus investment in
these areas must be regarded as speculative taking into

account these considerations,

This annual report may contain forward-looking
staternents regarding the potential of the company’s
projects and interests and the development and
therapeutic potential of the company’s research and
development. Any statement describing a goal,
expectation, intention or bhelief of the company is a
forward-looking statement and should be considered an
at-risk statemnent. Such statements are subject to certain
risks and uncertainties, particularly those inherent in the
process of discovering, developing and commercializing
chrugs that are safe and effective for use as human
therapeutics and the financing of such activities.

There is no puarantee that the company’s research

and development projects will be successiul or receive
regulatory approvals or prove to be commercially
successtul in the future. Actual results of funther research
could differ from those projected or detailed in this
repor. As a result, you are cautioned not to rely on
forward-looking statements. Consideration should be
given o these and other risks concerning the company’s
research and development program referred 10 in this
Operations Report and in the company's Directors’ Report
as contained in this annuat report for the period ended
30 Jupe 2003,
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tn accordance with a resolution of the directors of Antisense Therapeutics Limited, we state that:

i the opinion of the directors:
{a) the financial statements and notes of the company are in accordance with the Corporations Act 2007, including:

{8 giving a true and fair view of the company's financial position as at 30 June 2003 and of thelr performance for the

year ended on that date; and
(i) complying with Accounting Standards and Corporations Regulations 2001,

(bl there are reasonable grounds 1o believe that the company will be able to pay its debis as and when they become due

anct payable.

O ehalf of the Board

Robert W Moses

Chairman

7

Mark Paul Diamond

Managing Director

Moethourne
22 August 2003
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Mate 2003 2062
% %
CURRENT ASSETS
Cash assets 14al 6,545,567 9,373,050
Receivables 3 68,730 53,196
{rher 4 878,941 T4EL030
Total Current Assets 7 ,4‘}%,2%8
NOMZCURRENT ASSETS
Plant & equipment 5 50,911 52,440
tntangible assets 8 4,438008 5,715,500
Total Non-Current Assets
Total Assets
CURRENT LIABILITIES
Payables 7 326,302
Provisions & 38, 1 01
Total Current Liabilities 364,403
Total Liabilities 364,403
MNet Assels 11,617,746 13,481,712
EQUITY
Contributed equity 4 23,714,504 10,470,572
Reserves 14 725,885 725,885
Accumulated fosses i 12,822 643}
Total Eqquity 11,617,746

The accompanying notes form an integral part of this Staterment of Financial Position.
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Mote 2603
$
Revenue from ordinary activities 2 448,066
Administrative expenses (1,470,924}
Ocoupancy expenses {46,82%
Patent expenses {25,295}
Research and development expenses (3,728,617}
Research and development expenses
- amortisation of intellectual propeny 2 1,277,500}
Business development expenses -
Borrowing costs 2 {1,519}
Orther expenses from ordinary activities 2 {5,280}
Loss from ordinary activities before income
tax expense 6,107,898}
ncome tax expense relating to ordinary activites 12 -
Loss from ordinary activities after refated income
fwcexpense 6,107,898)
MNei foss (6,107,898}
fncrease in option reserve 14 -
Share isste costs 9 _{277,359)
Total revenues, expenses and valuation adiustrments
attributable 1o members of Antisense Therapeutics
Limited and recognised directly in equity (277,35%

Total changes in

from transactions with owners as owners

Basic earnings per share {oents per share) 13

Diluted earnings

equity other than those resulting

_ (6,385,257)
{2.46}
{2.46}

per share {cents per share) 13

The accompanying notes form an integral part of this Statement of Financial Performance.
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2002

%

408,687
(781,132
(24,638
(36,220
(5,132,420

{67 2,000)
(74,568
4,715)

{4, 064)

725,885
{717,5449)
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for the Year Ended 30 fune 2003

CASH FLOWS FROM OPERATING ACTIVITIES:

Payments 1o suppliers, employees and for
research and development

Interest received

Bank finance charges

Orther income received

MNet cash flows used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property, plant and equipment
Procesds from sale of plant and equipment

MNet cash flows used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:

Proceeds from borrowings — associated entities
Repayment of borrowings — associated entities
Procesds from issue of shares and options
Payment of share and option issue costs

MNet cash flows from financing activities

MNet increasef{decrease) in cash held
Cash at the beginning of the financial vear

Cash at the end of the finandial year

The accompanying notes form an integral part of this Statement of Cash Flows.
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(7,351,299}
352,771
{1,488)

14lb) (7,000,616)

{23,532}
1,680

4,521,291
{327,106}

(2,827,483}
9,373,050

1d{al
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2002
$

(4,394,877)
249,747
4,715)

TO0,000

{138,382)
13,589,760
F07,917)

B,737.70%
635,341
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NOTE 1 (A} STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

1 Basis of Accounting
The financial report is a general-purpose financial repor, which has been prepared in accordance with the
reguirements of the Corporations Act 2001 including applicable accounting standards. Other mandatory professional
reporting requirements (Urgent Issues Group Consensus Views) have also been complied with.
The financial report has also been prepared in accordance with the historical cost convention.
The prior year comparatives relate 10 the financial performance from Decermber 2007 following Hsting of the
company on the Australian Stock Exchange.

iy Changes in accounting policies
The accounting policies adopted are consistent with those of the previous year except for the accounting policy with
respect 10 the emplovee benefits,
The entity has adopted the revised Accounting Standard AASE 1028 “Emplovee Benefits”, which has resulted in a
change in the accounting policy for the measurement of emplovee benefit labilities. Previously, the consolidated
entity measured the provision for employee benefits hased on remuneration rates at the date of recognition of the
Hability. In accordance with the requirements of the revised Standard, the provision for emplovee benefits is now
measured based on the remuneration rates expected 10 be paid when the Hability is settled.
There has been no material impact on retained profit and emplovee benefit [fabilities at the beginning of the year.

i fncome Tax
The financial statements apply the principles of tax-effect accounting. The income tax benefit in the Statement of
Financial Performance represents the tax on pre-tax accounting loss adjusted for income and expenses never to be
assessed or allowed for taxation purposes. The provision for deferred income tax lability and future income tax
benefit {as disclosed, but not recognised in the Statement of Financial Position) include the tax effect of differences
between income and expenses recognised in different accounting periods for book and tax purposes, caloulated at
the tax rates expected o apply when the differences reverse.
The future income tax benefits relating 1o tax osses and timing differences have not been recognised as an asset as
there is no virtual certainty of realisation.

v Goods and Services Tax
Revenues, expenses and assels are recognised net of the amount of G5T except:
= where the GST incurred on a purchase of goods and services is not recoverable from the taxation authority, in

which case the GST is recognised as part of the cost of acquisition of the asset or as part of the expense item as
apphicable; and

= receivables and pavables are stated with the amount of GST included.
Cash flows arising from operating activities are included in the Statement of Cash Flows on a gross basis e
inchudding GST) and the GST component of cash flows arksing from investing and financing activities, which is
recoverabde from, or pavable to, the taxation authority are classified as operating cash flows. Commitments and
contingencies are disclosed net of the amount of GST recoverable from, or payable to, the taxation authority.

vy Plant and Equipment
Flant and equipment are measured at cost and are depreciated over their useful economic Tives as follows:

Life Maethod

Equipment ancd furniture 35 years Straight line
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{vi]

Il

{viii)

{ix)

{1

iy

ixiii)

Recoverable amounts of non-current assets

All non-current assets are reviewed annually 1o determine whether thelr carrying amounts require write down to
recoverable amount.

Research and Development

Research and development costs are expensed as incurred, except where future benefits are expected, beyvond any
reasonable doubl. Where re

arch and development costs are deferred such costs are amortised over future periods

o a basis related 1o expected futare benefits. Unamorntised costs are reviewed at each balance date to determine the

amount (f anyl that is no longer recoverable and any amount identified is written off.

Patent costs are expensed as incurred.

Emplovee Benefits

Prowision is made for emplovee benefits accumulated as a resalt of employees rendering services up to the reporting

chate. These benefits include wages and salades, annual leave and long service leave.

Liabilities arising in respect of wages and salaries, annual leave, sick leave and any other employee benefits expected

10 be settled within twelve months of the reporting date are measured at thelr nominal amounts based on

resruneration rates which are expected to be paid when the llabitity is settted. All other employee benefit liabilities

are measured at the present value of the estimated future cash outflow to be made in respect of services provided by

emplovees up to the reposting date. In determining the present value of future cash outflows, the market vield as at

the reporting date on national government bonds, which have terms to maturity approximating the terms of the

relatec Lability, are used.

Ernplovee benefit expenses and revenues arising in respect of the following categories:

= wages and salaries, nor-monetary benefits, annual leave, fong service leave, sick leave and other leave benefits;
and

= other types of emplovee benefits

are recognised against profitsflosses on a net basis in thelr respective categories.

The value of the equity-based compensation scheme described in Note 20 is not being recopnised as an emplovee

benefits expense.

Emplovee Option Cwnership Schemes

Certain employees are entitled to paticipate in option awnership schemes. The detatls of the schemes are described

in Note 20, No remuneration expense is recognised in respect of employee options issued.

Financial Instruments Included in Equity

Orclinary share capital is recorded at the amount received on issue, less any share issue costs. Ordinary share capital

bears no special terms or conditions affecting income or capital entifements of the shareholders.

Financial Instruments fncluded in Assets

Cash in bank and short-tern deposits are stated at nominal value. Interest revenue is recognised on an effective vield

hasis.

Foreign Currencies

Transactions in forelgn currencies are converted 1o local currency at the rate of exchange ruling at the date of the

transaction.

Amounts payable 10 and by the company outstanding at reporting date and denominated in foreign currencies have

heen converted to local currency using rates prevailing at the end of the finandal vear.

Earnings per share

Basic EPS is calculated as net loss attributable to members, adjusted to excdude costs of servicing equity (other than

chividends], divided by the weighted average number of ordinary shares, adjusted for any bonus element.

Dituted EPS is calculated as net loss attributable to members, adjusted for:

e costs of servicing equity lother than dividends);

= the after tax effect of dividends and interest associated with dilutive potential ordinary shares that have been
recoanised as expenses; and
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{xiv)

{30v)

{30

e ather non-discretionary changes in revenues or expenses during the pericd that would result from the dilution of
potential ordinary shares;

divided by the weighted average number of ordinary shares and dilutive potential ordinary shares, adjusted for any
honus element.

Cperating Leases

The minimum lease payments of operating leases, where the lessor effectively retaing substantially all of the risks and

benefits of ownership of the leased item, are recognised as an expense on a straight-line basis.

Intangibfe assets

Intangible assets are amortised on a straight line basis over the term of the rights granted, which is currently expected
10 be five years. The unamortised batance of intangible assets is reviewed at each balance date and charged to the
Statement of Financial Performance to the extent that applicable future benefits are no longer probable.

Pavables

Liabilities for trade creditors and other amounts are carried at cost, which is the fair value of the consideration 1o be
paich in the future for goods and services received, whether or not billed to the company.

bevill Borrowing costs

Borrowing costs are expensed as incurred.

vty Contributed Equity

{xix)

{xx}

fssued and paid up capital is recopnised at the fair value of the consideration received by the company. Any
transaction costs arising on the issue of ordinary shares are recognised directly in equity as a reduction of the share
proceeds recebved.

Revenue Recognition

Revenue is recognised 1o the extent that it is probable that the economic benefits will flow 1o the entity and the
revenue can be reliably measured. The following spedfic recognition criteria must also be met before revenue is
recognised:

Interest

Control of the right to receive the interest payment.

Cash and Cash Equivalents

Cash on hand and in banks and short-term deposits are stated at nominal value.

NOTE T{B) INHERENT UNCERTAINTY ~ GOING COMCERMN

This financial report has been prepared on a going concern basis. In common with start-up biotechnology companies:

e the company’s operations are subject to considerable risks due primarily to the nature of research, developmen and

commercialisation 1o be undertaken; and

v the going concern basis assumes that the existing cash reserves and future capital raisings will be sufficient 10 enable the

company to successtully execute its existing and future plans.

The financial statermnents take no account of the consequences, if any, of the effects of unsuccessiul product

development or commercialisation nor of the inability of the company to obtain adequate funding. The ability of the

company to realise the carrving value of the intangible asset Is subject to the successful operation of the company's

axisting and future plans.
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NOTE 2. REVENUE AND EXPENSES 2603 2002
$ $
Revenues from ordinary activities:
Interest from external parties 355,029 289,819
Foreign exchange gains:
Linrealised 16,832 23,236
Realised 74,525 941,632
Proceeds from the disposat of plant and equipment (al 1,686 4,000
Total revenues from ordinary activities 448,066 408,687

Expenses and Losses:
Depreciation of:

- Eguipment and furniture 18,854 98518
Borrowing costs:
— Interest and bank charges 1,519 4,715
Operating lease rentals:

Minimum lease payments 39,475 22,6749
Amortisation of intangibles 1,277,500 672,000

Orher expenses comprising of:
Written down value of plant and equipment (a) 5,286 4,000
{a) Net loss on disposal of plant and eguipment 3,600 -

NOTE 3. RECEIVABLES (CURRENT)

nterest receivable — bank 43,223 40,967
nput tax credits 25,351 12,075
TEN withholding tax 154 154

Total receivables

WNOTE 4. OTHER ASSETS (CURRENT)
Prepayments
{rher

Total other assets

NOTE 5. PLANT AND EQUIPMENT
Equipment and furniture at cost

Opening balance 63,645 16,106
Additions 22,605 51,5349
Disposals (7,701} {4,000}

Closing balance 4

Accumulated Depreciation

Opening balance {11,205} 1,287
Depreciation for the period {18,854} 9,878
Disposals 2,421 -
Closing balance {27,638}

MNet book value 50,911
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NOTE 6. INTANGIBLE ASSETS

intetlectual property (al
Accumulated amortisation

Closing balance

20603

$
6,387,500

4,438,600

2002
$
6,387,500

{a} The intangible assets relate to certaln rights granted to Antisense Therapeutics Limited by Isis Pharmaceuticals Inc. and

The Murdoch Childrens Research Institute upon listing of the company. The main features of the agreements with the

aforementioned entities, respectively, are ag follows:

+  [Isis Pharmaceuticals inc. {“Isis”) has granted Antisense Therapeutics Limited rights to use Isis technology (Le. Isis’

patented technology) to commercialise antisense drugs © a number of protein largets (e, a research licence for each

profein targeth, A certain number of these research licences to protein targels are also extendible 10 commercialisation

Hcences,

The agreements with Isis provide access to and assistance in expanding Antisense Therapeutics Limited's drug

pipeline and also provide access to and assistance in the company’s development projects including an exclusive

cense to a multiple sclerosts drug in sis’ preclinical pipetine; access 1o 1sis manufaciuring for provision of butk

quantities of antisense compounds for clinical trials; and access to Bis” preclinical development services for a

sufficient period to allow smooth technology transfer.

*  Antisense Therapeutics Limited’s agreement with the Murdoch Childrens Research Institute provides the company

with worldwide exclusive Hoences to patents covering antisense directed at a certain target for dermatological

applications including psoriasis. The company’s agreement with the Murdoch Childrens Research Institute also

provides Antisense Therapeutics Limited with scientific support in the dinical development of a compound for

pserriasis and other dermatological indications, and the testing of additional antisense compounds to be directed

at other dermatological protein targets.

NOTE 7. PAYABLES {CURRENT)
Accrued expenses {unsecured) (a)
Superansuation payable

Total current payables

{ay Accrued expenses are non-interest bearing and are normally settded on 30 day terms,

NOTE 8. PROVISIONS {CURRENT)
Emplovee entiferment {annual feave)

NOTE 9, CONTRIBUTED EQUITY
bssued and paid up capital

{a} Movement in fssued Shares

Balance at beginning of vear

bssued during the year ()

Transaction costs arising on share issues
Exercise of options

Balance at year end

326,302

38,101

1,820,499
16,5590

123,714,504 19,470,572
2003 203602

Mo of Shares % MNo of Shares %
215,003,110 19,470,572 108,750,005 1,000,001
60,275,268 4,520,645 106,250,005 16,187,500

- {277,339) - {(717,549)

3,230 646 3,16 620
275,281,608 23,714,564 25,003,110 19,470,572

(1] The folowing shares were issued on % Becember 2002:

* 39,608,602 fully paid ordinary shares at 7.5 cents per share pursuant to the Company’s Offer Information Statement

datedd 1 Nowvember 2002,

# 10,333,333 fully paid ordinary shares at 7.2

= 10,333,3:

3 fully paid ordinary shares at 7.

WL

cents per share to Polychip Pharmaceuticals Pty Lid, and
cents per share o Isis Pharmaceuticals Inc.
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2603 20302
$ $
NOTE 16, RESERVES
Option Reserve 725,885

The option reserve represents amounts received as consideration for options issued.

{a} Movement in Option Reserve

2003 2062
Mo of Options % MNo of Optioas &
Balance at beginning of period 125,422,895 725,885 - -
bssued during the period - - 125,425,995 789,760
Less costs - - - (63,875]
Exercise of options {3,230) - {3,104 -
Balance at period end 125,419,665 725,685 125,422,895 725,885

{b} Options over Ordinary Shares 2003

No of Options

Date of issue 26/02/02 19/12/61 3/12/01 15/11/81 15/11/81
O issue at beginning of year {000} 58,472 32,500 11,950 2,000 20,000

bssued during the vear ('000) - - - - -
Exercised during the year (OO0 (3 - - - -
Expired during the yvear (000] - - - - -

Crutstanding at balance date ('000] 58,9649 12500 11,950 2,000 20,000
Exercised subsequent to balance date (000) - - - - -
Oustanding at date of Directors’ report ("000] 58,9649 32,500 11,950 2,000 20,000
MNumber of recipients 5,081 1,240 11 H H
Exercise price $0.20 $0.20 3020 $0.20 $0.20
Exercise period from 26 Feb 2002 19 Dec 2007 3 Dec 2000 15 Nov 2007 15 Nov 2001
To lexpiration day) 1 Feb 2007 TFel 2007 371 Jub 2005 37 Jul 2005 30 Nov 2006

The following proportion of options vest from the dates shown:

100% 26 Feb 2002 19 Dec 2001 - — 15 MNov 201
2% - - TAug 2002 T Aug 2002 -
4% - - TAug 2003 T Aug 2003 -
4% - - 1 Aug 2004 1 Aug 2004 -
2603 2062

$ $

NOTE 11. ACCUMULATED LOSSES
Accumulated tosses at the beginning of the financial vear 16,714,745} (343,739)
(6,321,006)

MNet foss

Accumulated losses at the end of the financial vear
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$ $
NOTE 12, INCOME TAX
The primia facie tax, using the tax rate applicable in the country of operation, on loss differs from the income tax provided
in the financial statements as follows:

Loss from ordinary activities (6,107,898} 6,3

1,006]

Primma facie income tax benedit calculated at 30% {1,832,3649} (3,896,302

Tax effect of permanent and other differences:

Research and development {77,569} (37, 138)
Amortisation of intellectual property 383,250 2031,600
Amostisation of equity raising costs {67,360} -
Amount (overlunder provided in prior years 316,579 {4,594]
Other 312 B
ncome tax benefit adjusted for permanent and other differences 1,277,217} (1,756,246)
Benedit of tax losses not brought to account 1,277,217

Total income tax benefit attributable to operating loss - -

The estimated potential future income tax benetit at period end calculated
at 30% in respect of tax losses not brought to account is:

The estimated potential future income tax benefit not recognised at perfod end in respect of timing differences for the

company amounted to $4082 (2002 $1,948).

The henefits of the tax losses and timing differences will only be realised if:

(i) the company derives future assessable income of a nature and amount sufficient 1o enable the benefit of the taxation
deductions 10 be realised;

(it the company continues 1o comply with the conditions for deductibility imposed by law; and

{iiythere are no changes in taxation legislation adversely affecting the company in realising the benefit from the deductions
for the losses,

2603 2302

NOTE 13, EARNINGS PER SHARE
Basic earnings per share {cents per share) {2.46) (3.81)
Diluted eamings per share (cents per share) {2.46) (3.81)
{a} Loss used in calculating basic and diluted earings per share (numerator) ($6,107,898) ($6,327,0086)
i Number of Orcinary Shares

Weighted average number of ordinary shares on issue used in the calculation

of basic earnings per share (denominator) 248,528,386 165,885,100

(e} Potential Cirdinary Shares Not Considered Dilutive
All potential ordinary shares, being options 1o acquire ordinary shares, are not considered dilutive for the yvear ended
30 Jupe 2003,

{ch There have been no other conversions 1o, calls of, or subscription for ordinary shares or issues of potential ordinary
shares since the reporting date and before the completion of this financial report.
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NOTE 14, NOTES TO THE STATEMENT OF CASH FLOWS

{a}Reconciliation of Cash

2003 2002
$ $

For the purpose of the Staternent of Cash Flows, cash includes cash at bank and deposits at call, Cash at the end of the

period as shown in the Statement of Cash Flows is reconcited o the refated iterns In the Statement of Financial Position as

fol leywvs:
Cash at bank
Term Deposits (]

1,545,567 1,873,050
7500000

{1} Term deposits are with a major bank and are short term. The bank pays interest at current bank deposit rates. At year

end the average rate was 4.68%

{bIReconciliation of the net loss after tax to the net cash flows from operations

Net loss

MNon-cash items

Unrealised foreign exchange gain
Amortisation of intangibles
Erepreciation expense

Loss on disposat of asset
Changes in assets and liabitities
Increase in current receivables
ncrease in other current assets
ncrease (decreasel in payables
ncrease in emplovee provisions

MNet aperating cash flows

NOTE 15, RELATED PARTY DISCLOSURES

{a}Directors

{6,107,898) (6,321,006
(16,832} (23,236)
1,277,500 £72,000
18,854 9,815
3,600 -
{(15,534) {146,030)
{(738,911) (42,534
(1,443,480} (1,771,360)
22,686

{7,000,016 (4,058,2113)

The following persons held the position of director of Antisense Therapeutics Limited during the financial yearn

Cheis Belyea
Robent Moses
Graham Mitchell
Staniey Crooke
George Werther
Mark Diamond

{b)Directors’ share and option holdings
{i} Ordinary share options
Share options issued daring the year

- directly
— indirecthy

Share options outstanding at vear end held by directors
Share options outstanding at year end held indirectly by directors
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MNo. Shares/options issued

2003 2002
- 9,772,500
- 20,277,000

9,772,508
20,277,000

30,049,500




No. Shares/options issued

2603 2302
{iiyOrdinary shares

Orelinary shares acquired by the directors from the entity during the yvearn
= directly 26,666 425,000
~ indirectly 16,333,333 30,500,000
10,359,999 )0
COrrdinary shares held by directors at the end of the year 451,666 425,000
Orrdinary shares held indirectly by directors at the end of the year 48,833,333 30,500,000

41,284,999 0

{c)Transactions and Balances with Related Parties

The following transactions and balances were held with related parties during the vear ended 30 june 2003

{1l Dr Stanley Crooke, a director of the company is also a director of Isis Pharmaceuticals Inc {(Isis"). During the year Isis
provided various research and development related services, including manufacture of compound, to the company. The
comgany paid Isis $3,542 839 for these services and at year end owes isis $117,372 for services not invoiced.

{1 Professor George Werther, a director of the company is an executive officer of the Murdoch Childrens Research Institute
{(“MCRI"). During the year the MCR! provided research services in accordance with the Research Agreement entered
into between the MCR! and the company. The company paid the MCRE $1,399,557 for these services of which
S815,156 were incurred and expensed as research and development costs. The remaining balance of $584,407 has
been treated as a prepayment at year end.

(i) Payments were made 10 Metabolic Pharmaceuticals Limited ("Metabolic”) during the year as reimbursement for various
administrative costs. Dr Chris Belvea, a non-executive director of the company is also the managing director of
Metabolic, The total amount paid 1o Metabolic during the vear was $6,382,

2603 2302
$ §
NOTE 16. REMUNERATION OF DIRECTORS
tncome paid or payable, or otherwise made avatlable in respect of the
financial year to all directors, directly or indirectly by the company:

The number of executive and non-executive directors whose income Gncluding superannuation contributions) falls within
the following bands is:

2003 2002
No. No.
{a}

30 - $9,9949 - 3
$T0,000 - $19,999 - 3
F20000 - $29,999 4 i
$30,000 - $39,599 1 -
60,000 - $69,999 - 1
STOG000 - $109,999 - 1
$210,000 - $219,999 1 -

{a} No options were granted to directors and offices during the year ended 30 June 2003,

ASICs “Media refease 03-202 Valuing options for directors and executives” provides suidelines for Australian Hsted
companies on how 1o value options and simitar equity instruments in the disclosure of director and executive remuneration
for the 30 june 2003 Directors’ Report. (ASKCs guidelines do not require that options be expensed in the financial
statemnents, only that they be disclosed in the directors’ report). The guidelines provided draw on the issuance of the

Austratian Accounting Standards Board's Exposure Draft 108 "Share-Based Payment” (ED108) and its equivalent the
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tnternational Accounting Standards Board's Exposure Draft ED2 “Share-Based Payment” (ED2). EDIOSED2 provide a basis

for valuing options and allocating those values over time,

EDAOSED2 propose that an expense be recoghised in relation 1o options over the period from grant date to vesting date.
For aptions that vest immediately, the value is recognised as an expense at grant date. Previous ASIC guidelines required
the total value of options issued to be disclosed as part of remuneration in the vear they were issued. The company made
such a disclosure, as recuired in s 2002 directors’ report and notes to the financial statements. The options issued in these

years were “well out of the money” at their respective gramt dates and year end date.

Options issued by Antisense Therapeutics Limited in 2002 have three vesting dates, for various proportions of the total
issued options, during the life of the options as detafled below. Accordingly, although no options were issued during the
vear ended 30 june 2003, the options issued to directors in previous years, which had not vested at 1 July 2002, have been
allocated a total value of $1,720 for the current financial vear and are included in the remuneration of directors above.
This amount has been determined by allocating the fair value of options issued equally over the vesting periods. Currently,
the amortised fair value is not recognised as an expense in the finandal staterments and no adjustments have been made to

reflect estimated or actual forfeitures Ue. options that do not vest or are not exercised).

Details relating 1o options issued and the valuation basis adopted are as follows:

As stated in the company's 2002 annual report:

9,500,000 options were granted to directors during the 2002 financial vear. “Fach option entitles the holder to purchase
T ordinary share in Antisense Therapeutics Limited at an exercise price of 20 cents™. There were 2,000,000 options
granted on 15 November 2001 and 7,500,000 options granted on 3 December 20071, These options granted to
directors are restricted securities and are escrowed for a period of 2 vears from the date of official quotation of shares
offered under the first prospectus issued by the company or such other period as the Austratian Stock Exchange may
require. Subject to the escrow arrangements, the option holder may not exercise more than the following proportions of
options on the following dates:

# Prior to 37 fuly 2002 £3%

# Between T August 2002 and 37 fuly 2003 20%
# Between T August 2003 and 37 fuly 2004 60%
# Between 1 August 2004 and 37 fuly 2005 100%

These options had no market value at date of grant and are “out of the money™ as at the year end (market price per
share $01.12), whereas as stated above, the options have an exercise price of 201 cents. The directors have endeavoured
tor estimate the falr values of the options by using the Black-Scholes options pricing formeda which values each option
based on the expiration date and exercise price. Based on this accepted formula each option has a negligible value of
(L0459 of & cent. The directors have adopted this valuation for the purpose of these accounts *

These options continue to be “well out of the money” as at the 2003 year end (market share price $0.17).

Values of Options lssued to Directors - Assumptions

The following assumptions were used 1o derive a value for the options issued using the Black-Scholes options pricing
formiula at the 2002 financial vear end date.

Options Granted
15 November 2001 3 December 2001

Bividend vield - -
Expected volatility 12.34% 12.34%
Historical volatility 12.34% 12.34%
Risk-free interest rate 5.622% 5.622%
Expected life of option * *

* Assumed to be total years from grant date to expiration date.
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NOTE 17. REMUNERATION OF EXECUTIVES
tncome paid or pavable, or otherwise made available in respect of the financial
year to all executive officers, directly or indirectly by the company:

The number of executive officers whose income Uncluding superannuation contributions) falks within the following bands

is:
2003 2062
No. No.

{a}

$T0.000 - $19,999 - 1
20,004 - $29,999 1 -
60,000 - $69,999 1 -
SH0.000 - $89,999 - 2
$S0,000 - $99,599 1 -
STE0,000 - $169,999 2 -

{a} Based on the method described in Note 16{al, total remuneration for the current financial vear includes a value of 3399
for options granted to executives in the 2002 financial year, which had not vested at T July 2002, For further details see
Note 16(a).

Details refating to options issued and the valuation basis adopted are as follows:

2,200,000 options were granted to officers during the 2002 financial vear. Each option entitles the holder 1o purchase
1 ordinary share in Antisense Therapeutics Limited at an exercise price of 20 cents. These options were granted on

3 Becember 2001 on the same terms as those described in Note 16(a] above, except that these options are not subject
£ ANy O5CTOW Arrangerments.

The valuation of 0.045% of a cent per option has been determined on the same basis as described in Note T6la) above,

2603 2302
$ $
NOTE 18. REMUNERATION OF AUDITORS
Remuneration received, or due and receivable by the auditor for:
Amounts received or due and recelvable by Ermst & Young Australia for
— an audit or review of the financial repon of the entity 19,906 1000
- other services in relation to the entity
= tax compliance 15,152 -
= assurance related 1,500 -
Amounts received or due and receivable by auditors other than Emst & Young fon
— an audit or review of the financial report of the entity - 3,500
- other services in relation to the entity
e tax compliance - 2,000
= assurance refated -

Total

N
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NOTE 19, COMMITMENTS

{a} Expenditure commitments relating to research and development are payable as follows:

Mot later than one year (5

2603 2002
$ %
1,247,678 2,422,252

(1] This amount includes commitments relating to research and development work being carried out by another entity on

behalf of the company under a three year research agreement, however, the agreement allows for the research 1o be

terminated with six months notice. Accordingly, the commitment reflects estimated costs that the company would be

coranitted 1o in the event notice were 10 be given at year end.
{b} Lease Expenditure commitments:

Mot later than one vear

NOTE 20, EMPLOYEE BENEFITS
{a} Emplovee benefits
Provisions (current) (Note 8)

{3 Employee Option Ownership Scheme

45,087 28,591

Antisense Therapeutics Limited offers options over ordinary shares to employees at the discretion of the Board of Directors.

There are currently five employees efigible to participate in this scheme. Options issued to employees are not listed options

and as such do not have a readily available market value.
Details of the emplovee options ownership scheme are as follows:

2003 2002
Mumber of Weighted Mumber of Weighted
options average options average
exercise price exercise price
Balance at beginning of vear 5,350,000 0.20 - -
— pranted 5,350,000 (.20
~ exercised - - - -
Balance at end of year 5,358,000 0.20 5,350,000 0.20
Exercisable at end of year 1,676,000 0.20 - -

The following summarises information about options held by emplovees as at 1 july 2002 and 30 june 2003 =

Grant Date
3 Decoember 2001

Yesting Dates
1 August 2002 — 20%
1 August 2003 — 40%
1 August 2004 — 40%

Number of Options
5,350,000

Average Exercise Price
50,20

Expiry Date
31 July 2005

* Mo options were granted during the vear, and no options held by employees as at 1 July 2002 were exercised or expired

curing the year.
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NOTE 21, SUBSEQUENT EVENTS

On 20 August 2003, the company announced a placement of shares to Australian institutions and professional investors,
raising $5 mitlion by the issue of 38.5 million shares at $0.13 per share. As part of the placement, Polychip
Pharmaceuticals Pry Limited (a wholly owned subsidiary of Circadian Technologies Limited) has agreed 1o subscribe for
approximately $1 million at $0.13 per share. This is subject to shareholder approval which will be sought at the company’s
Annual General Meeting.

NOTE 22, SEGMENT INFORMATION
The company operates in one industry and one geographical segment, those being the pharmaceutical and healthcare
industry and Australia respectively.
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To members of Antisense Therapeutics Limited

Scope

The financial report and directors responsibifity
The financial report comprises the statement of financial position, statement of financial performance, statement of cash
flows, accompanying hotes 1o the financial statements, and the directors” declaration for Antisense Therapeutics Limited,
for the year ended 30 june 2003,

The directors of the company are responsible for preparing a financial report that gives a true and fair view of the
financial position and performance of the company, and that complies with Accounting Standards, in accordance with the
Corporations Act 2001, This includes responsibility for the maintenance of adequate accounting records and internal
controbs that are designed to prevent and detect fraud and error, and for the accounting policies and accounting estimates
inkerent in the financial report.

Audit approach

We conducted an independent audit of the financial report in order to express an opinion on it to the members of the
company. COur audit was conducted in accordance with Australian Auditing Standards in order 1o provide reasonable
assurance as 1o whether the financial repont is free of material misstatermnent. The nature of an audit is influenced by
factors such as the use of professional judgement, selective testing, the inherent limitations of internal control, and the
avaitability of persuasive rather than conclusive evidence. Therefore, an audit cannot guarantee that all material
risstaternents have been detected.

We performed procedures to assess whether in all material respects the financial report presents fairly, in accordance
with the Corporations Act 200, Accounting Standards and ather mandatory financial reporting requirements in Australia,
a view which is consistent with our understanding of the company’s financial position, and of its performance as
representect by the results of its operations and cash fows.

We formed our audit opinton on the basis of these procedures, which included:

s examining, on a test basis, information to provide evidence supporting the amounts and disclosures in the financial
report, and

» assessing the appropriateness of the accounting policies and disclosures used and the reasonableness of 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 pi’(.}(".é'.*(.‘si_i rexs, Gufr auddit was not design@d 1 i.'}l’(.}\.-’i(.‘]{‘.’ assurance on internal controls,

We performed procedures to assess whether the substance of business transactions was accurately reflected in the
firancial report. These and our other procedures did not include consideration or judgement of the appropriateness or
reasonableness of the business plans or strategies adopted by the directors and management of the company.

ndependence

We are independent of the company, and have met the independence requirements of Australian professional ethical
pronouncements and the Corporations Act 2001, In addition to our statitorny audit work, we were engaged o undertake
the services disclosed in the notes 1o the financial statements. The provision of these services has not ipaired our
independence.
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Audit epinion
In our opinion, the financial report of Antisense Therapeutics Limited Is in accordance with:
{a}the Corporations Act 2007, including:
(il giving a true and fair view of the financial position of Antisense Therapeutics Limited at 30 june 2003 and of i
performance for the vear ended on that date; and
(it) complying with Accounting Standlards in Australia and the Corporations Regulations 2007; and
i other mandatory professional reporting requirements in Australia,

tnherent Uncertainty Regarding Continuation of Going Concern
Without qualification to the opinion express

2 above, your attention is drawn to the following matter set out in Note 1(h)
o the financial statements. As a result of the matters described in Note 1(b), because of the development stage of the
company’s operations and the need for future capital raisings, there is significant uncertainty whether the company will be
able to continue as a going concern and therefore whether it will realise its assets and extinguish its liabilities in the normal
course of business and at the amounts stated in the financial report. The financial repont does not include adjustments
relating 1o the recoverability and classification of recorded asset amounts or 1o the amounts and classifications of Habilities
that might be necessary should the company not continue as a going concern.

W‘(b{a

Ernst & Young

Brenis Thomn
Pather
Methourmne

22 August 2003
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Distribution of Equity Securities
The distribution of members and thelr holdings as at 22 August 2003 as per the Register of Members was as follows:
Fully paid Shares

Category MNo. of Holders MNo. of Shares
Ordinary Shares
1-1,000 19 11,030
140071 = 5,000 232 594,433
5,001 = 10,000 653 6,198,861
10,001 — 100,000 999 35785914
100,001 —andover 147 232,38 470
fotal L 275,281,608
Less than a marketable parcet o 114,744
Options
Category MNo. of Holders No. of Options
Options over Ordinary Shares (Expiry Date: 1 February 2007}
11,000 1557 156,888
140071 = 5,000 2,424 7,202,845
5,001 = 10,000 527 4,264,463
10,007 — 100,000 44} 20,967,771
100,001 - and over : 57 877,694

Totad

Less than a marketable parcel

Options over Ordinary Shares (Expiry Date: 30 Novernber 2006)
100,001- and over 1

Total 1

Options over Ordinary Shares (Expiry Date: 31 july 2005)
100081 — 100,000 i 100,000
100,001- and over 1 13,850.00

Togal 12 13,950,000
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Twenty Largest Quoted Equity Security Holders
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The twenty largest equity security holders by class of quoted security as per the Register of Equity Securities on 22

August 2003 were as follows:

Quoted Ordinary Shares (ANP)

Cueensiand investment Corporation

Polychip Pharmacewticals Pty Lid

tsis Pharmaceaticals

Murdoch Childrens Research institute
Commonwealth Custodial Services Limited
National Nominees Limited

Synpene Limited

Spottight Superannuation Pty Lid <Spotlight Prov Fund A/C
Bow Lane Nominees Pry b

Link Traclers {Aust) Pty Lid

Dranewell Pty Led

Bowyang Nominees Pty Lid

Monit Nominees Pty L <Fraid Family AC>

thvia Custodian Pty Limited <JBW International No. 2 A/C>
Berne No. 132 Nominees Pty Lid <TO00355 A/Cs
Mrs Lisa Steven

ComSec Nominees Pry Limited

jagen Pty L

B8R Corporation Pty Lud

Mr Joshua Andrew Eagle

Quoted Options over Ordinary Shares (ANPO}

Polychip Pharmacewticals Pty Lid

Fibyre Optics {Aust) Pty Lid

The Howard Florey Institute of Experimental Physiology & Medicine
Bowyang Nominees Pty Limited

Mr David Kenley <lnvros Investments AJC>

Capital Macquarie Pty Ltd

Traders Macquarie Pry Ltd

Mrs Lisa Steven

Lion Mominees Pry Ltd <JBP Investment Family Trust A/C»
FFF Steven Pry Lid

Mr George Donald Handley

fagen Pry L

Mr Clarence Bacon & Mrs Beverley Bacon

Denvor Corp Holdings Pty Ltd <iRD Superannuation Fund A/C>
Sked Pty Ltd <Super Fund A/C>

Mr Leon Serry

Audivac Pry Lid

Mahred Nominees Pty Lid

Mr Clarence William Bacon

fongia Nominees Pty Lid <Super Fund A/C>
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Mo, of Securities

14,000,000
13,052,084
10,333,313
100,300,000
3,333,332
3,179,613
2,718,751
2,033,333
2,000,000
2,000,000
1,550,000
1,343,635
1,166,666
450,000
900,000
765,000
750,050
750,000
700,000
700,000

4,796,000
6,524,480
4,500,000
2,550,000
2,515,343
2,265,260
2,005,272
1,995 000
1,000,600
965,867
820,000
819,322
$O0,000
733,800
637,500
562,667
543,400
498,200
400,000
400,000

% Interest

5.09%
4.7 4%
3.75%
3.74%
1.21%
1.16%
(L99%
(L7 4%
(L7 3%
(L7 3%
(L56%
[h489%,
(ha24%
(LA5%
CL33%
(L28%
(L27%
L27%
(L2589,
(hL25%

T 1%
743N
4.92%
2.79%
2.77%
2.48%
2.19%
2.18%
1.089%
1.06%
LG 0MG
CLS0%
CLB7%
LB
L7 (0
(hL62%
(h59%
(h54%
a4k
a4
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Unquoted Equity Securities
Class of Security MNo. on Issue No. of Holders
Ordinary Shares 133,312,508 3
Options expiring 31/7/2005 13,950,000 7
Options expiring 30/11/2006 200, 0800,000 H

Holders with 20% or more of the equity securities in an unguoted class other than those issued or acquired under an
emplovee incentive scheme are as follows:

Class No. of Securities

Ordinary Shares

Polychip Pharmacewticals Pty Lid 51,656,254
Synpene Limited 51,656,254
bsis Pharmaceuticals Inc 30,000,000

133,312,508

Options Expiring 31/7/2005

MrMark DHamond 3,000,000
Options Expiring 36/11/2006

tsis Pharmaceuticals Inc. 2,060,000

Restricted Securities
Date Fscrow

Class of Security No. of Securities Period Ends
Orelinary shares 133,312,508 T9T 272003
Options expiring 31/7/2005 11,500,000 19/12/2003
Options expiring 30/11/2006 200, 0800,000 19/12/2003

Voting Rights

Articles 44 to 53 (incl) of the company’s constitution stipulate the voting rights of members. In summary, but without
prejudice to the provisions of the constitution, every member present in person or by representative, proxy of attormey shall
hiave one vole on a show of hands and on a polt have one vote for each ordinary share held by him/her. The company’s

shares (except for escrowed shares) are quoted on Australian Stock Exchange Limited.
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Directors’ Interests in Shares

As at 22 August 2003 the interest of each Director of the company in the issued share capital and Directors” options of

the company was as follows:

Shares held by
entities in which

Shares held Brrectors have a Options held

directly heneficial interest directty

Robert W Muoses 250,000 - 375,000
Mark Diamend 176,666 - 3075000
Cheis Belyea - 500,000 2.060,000
Stantey Crooke - 443,333,333 2,000,000
Graham Mitchell - - 250,000
George Werther 25,000 - 2,012,500

Substantial Shareholders
As at 22 August 2003 the substantial shareholders of the company were:
No. of Shares

Polychip Pharmacewticals Pty Lid B4, 708,338
Synpene Limited 54,375,005
tsis Pharmaceuticals Ing 40,333,333
Cueensiand {nvestment Corporation 14, 000,000

Use of Cash

Options held by
entities in which
Directors have a
beneficia
integest

277 000
20,000,000

Antisense Therapeutics Limited has used the cash that it had at the time of admission o the Australian Stock Exchange

in a way consistent with its business objectives during the vear ended 30 june 2003,
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