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LETTER FROM THE CHAIRMAN AND MANAGING DIRECTOR

Dear Shareholders,

Over the past year the Company has made solid progress and we have moved forward in all programs in our R&D pipeline. #
was also particularly pleasing to announce recently that we had entered indo a collaboration and licensing agreement with
AVANT Immunotherapeutios, Inc. ("AVANT"), a company based in Boston, USA. AVANT has considerable vaccine development
expertise and significant resources which will be added, in the first instance, to the fiu vaccine program. We could not have
found a more appropriate pariner for our vaccine program and we ook forward to building & valuable partnership with them over
the years to come.

We have advanced our virus-like particle {VLP} vaccine programs further through the pre-clinical develepment phase and have
identified qualified manufacturers of our hepatitis € VLP vaccine with whom we will need to work in preparation for clinicat
studies. We have also completed the development, to sarly prootype or proof-of-concept stage. of two new rapid diagnostic
tests and we have made some very important advances in our anti-viral program.

QOur hepatitis C vaccine program continues to produce very positive results and, following the successful studies conducted
using our first generation hepatitis C vaceine candidate, we have produced a newer form of this vaccine that produces a strong
irmmune response and is potentially a better vaceing candidate against hepatitis C. Our fous now is to conclude a partnership
agreement for this program aimed at: {i} developing a simple system for the production of this vaccine for use in the planned
safety and toxicology studies, and (i} conducting pre-clinical studies and clinical studies using this vaccine.

i should be pointed out that since the last annual report we developed an improved vaccine candidate over which we have an
even stronger irdellectual property position with the potential to be more effective. Thersfore, we slected not o target a clinical
trial with the first generation hepatitis C vaccine. \While this has resulfed in a delay in the iniiation of clinical studies we are
corfident we will now be taking a higher quality candidate vaccine info the studies we underiake. We remain focused on moving
our hepatitis C vaccine toward a clinical frial and we are reviewing all options that can help us achieve that goal faster.

We have also developed a malaria VLP vaccine candidate and shown that slicits a very strong immune response in small
arimals. We will seek external support for this program from major public agencies that have made a commifment to funding
malaria vaccine development on a basis that is still atractive 1o the private sector. We will use thelr support to show the broader
applicability of the VLPs across other vaccine candidates. This is consistent with our previously stated intentions of progressing
other VLP vaccines without hampering the progress of our lead product.

Additionally, our research partner, the Burnet institute, has been working on developing an influenza VLP vaccine. This program
is at the very early stages of R&D and results from this program are expected through 2007

We have been working across a range of new tests in our diagnostics program during the year and it is pleasing to report that
we have developed two new rapid tests (HIV and Syphilis) to a stage where we can demonstrate their utility and effectiveness fo
potential commercial partners. At the time of wiiting this report sample {ests were being produced for a series of evaluations.

tn the coming year the Company will focus its efforts on vaccine development. i will scale back efforts to develop new
diagnostic tests and, instead, focus on securing third party licensees and manufacturing pariners for diagnostic products which
can access the best market opportunities. HIV is a diseass of massive proportion and opportunities still exist for new rapid
assays to enter this market. Syphilis is a disease that is rapidly re-emerging and becoming problematic again in developed
countries. Our antiviral program is now reaching a stage where it is ready for a collaboration with a drug development partner.

tn the foresesable future our vaccine developrment work will be undertaken by the Company's Chief Scientific Officer, Associate
Professer David Anderson and his team of researchers at the Bumet Institute. Associate Professor Steve Petrou at the Howard
Fiorey Institute will undertake further research into our anti-viral compounds and the target for these compounds and we are
actively seeking a drug development pariner to help support this program. These institutes are extremely capable research
partners for the company and have provided excellent R&D facilities in which our programs have been conducted.

During the year the Company completed twe capital raisings through pro rata rights issues to sharehelders, These two offerings
secured additional capital of 54.0m after costs. The first rights issue was completed in February and reported in the 2005 annual
report. The second rights issue was fully underwritten by Shaw Corporate Finance and was completed in December {raising
$3.3m before costs).

We continue to monitor our operaling costs and overheads and in the past year we have beaen able to achigve significant
reductions in expenditure across all aspects of our operations. While our cost containment program will continge, we will need to
increase expenditure on R&D and the associated costs of these activities as our technologies develap further and our programs
are advanced. We will investigate all opportunities for both equity and grant funding fo continue fo ensure we can fund the
advances that will generate greater shareholder valus.

As we make improvements to our technologies and advance our products under development we also continue to make new
discoveries. These discoveries result in growth in cur intellectual property portfolio, which builds value in the company. We are
committed o building this portfolio and to maintaining cur patent applications as they progress through the patent offices in
various jurisdictions. Later in this report you will find a status report covering our [P portiolio.

During the year Peter Marks, the Company's longsst serving Director, refired 1o focus on other business inferests. We thank
Peter for his contribution to the Company over several years.

i closing, we thank aur hard working and highly motivated management team and Board for the contribution they have made
over the year. We would also like to thank our Shareholders for their continued support of the Company.

Yours faithfully,

hartin Soust
Managing Director

Robin Beaumont
Chairmyan
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REVIEW OF OPERATIONS

REVIEW OF OPERATHONS
1. Vaccines

Ouwr lead VLP vaccine candidates ars aimed at hepatitis C {envelope proteins), malaria {MSP2 protein and other fargets in the
future} and influenza (haemagglutinin.

Hapatitis C VLPs - At the end of 2005, we completed dose-response studies that showed our first hepatitis C VLP vaccine, the
E2-VLP, produced in yeast was highly immunogenic without adjuvant even at the lowest deses tested. Both antibody and T-cell
responses were detected and this led to plans to aim for a clinical triad with this vaccine candidate. Shorlly thereafter we
obfained promising early resulls from the next generation hepafifis C VLP vaccine, the E1E2-VLP, which has a stronger
intelflectual property position {through a new patent application that was filed on 31 August 2006) than the first generation
vaceine and it has the potential o be more effective. We took the rational decision to shift our focus away from the E2-VILP
vaceing and apply our rescurces fo the E1E2-VLP vaccine.

Malaria VLPs - We have mads VLPs containing a leading malaria vaccine candidate anfigen, MSP2. Very high antibody levels
were produced in 8 of 8 mice and 8 of & rabbits using this vaccine candidate. The MS8P2-VILPs are produced more efficiently in
yeast than any other VLP we have made, and they are being used for pilot studies on process/purification development.

Influenza VLPs - Production of the first funcional version of a fiu VLP vaccine proved fo be more problematic than we had
originally anticipated. We have made some changes {o the antigen being incorporated in our V0iPs, and we expect to find
improvements in their function. Further analylical studies of these VLPs will be undertaken before commencing testing in
animals. There is no doubt that a new vaccineg against 'flu holds considerable commercial value for the company. Therefore, we
want to move this program forward as quickly as possible. However, in our opinion considerable resources and additional
expertise must be invested in this program for it to remain competitive so a high priority in the flu VLP vaccine program is to
enter into a collaboration with a capable development partner. The recently announced collaboration agresment with AVANT
Immunotherapsutics, Inc. achieves these objectives and we look forward fo working with this very capable company in the
development of new vaccines.

2. Biagnostic Tests

Work on our diagnostic products in 2006 focused on completion of the clinical evaluation of the HCV Ight assay, stability studies
of the licensed hepatitis A virus (FHAV) Ight rapid test, pilot studies of HIV total antibady rapid test and developmert of world-first,
Syphilis ght rapid test, and development of a rapid test for differentiation of human and avian influenza.

lre light of the tengthier than expected approval process of our licensed products and the resulting lack of revenues arising from
these licenses the Company has chosen o scale back further development work in this area and focus resources fowards the
identification of commercial pariners for the products that have been developed. In the first instance our efforts will be focused
on finding a suitable patiner or partners for the HIV and Syphilis tests.

Hepatitis C 1gM Assay - The HCV Ight ELISA was developed as a product for two indications: diagnosis of acute hepatifis C,
and prognosis for responding fo antiviral freatment. Our HCV Ight ELISA and the existing {competitor} product {Corez 1gM
ELISA) showed similar results in the frial that was conducted during 2006 and could not clearly discriminate between acute and
chronic patients. Consequently, the Company does not plan to undertake any further work on this assay.

Hapatitis A 1gM: licensed to Rapid Medical Corporation - Ongoing stability and sensitivity/specificity studies have been
undertaken to support our licensse in product development with excelient results in all tests. We will complete the stability
studies but no other work is required to be undertaken by the Company.

HIV Total Antibody Test — A pilot study was completed with a propristary anfigen sourced from BioProcess bid. The test
showed good sensitivity and good specificity. No further activities are planned to be undertaken until a commercial partner can
be identifiad.

Syphilis IgM Test — The pilot study of our rapid test for Syphilis shows very promising results with the “standard” Select format
for Igh tests, similar to the test we have developed for the detection of hepatitis A virus infection and Hepatitis E Virus infection.
A synopsis of resulis has been provided fo companies that have expressed an interest in the test and we expect to ship some
samyie tests for evaluation.



3. Antiviral Compounds

Qur antiviral R&D program has been directed info two areas: identification of molecular targets in the picornavirus family, and
frnited structure-function analysis of our anti-viral compounds as a prefude to potential medicinal chemistry studies aimed at the
creation of a lead compound for drug development.

We have completed testing the activity of a porifolio of compounds which appeared to fit the criteria we set and which could
help determing the best lead compoeunds for this program. Analysis of the results has suggested a revised strategy for medicinal
chemistry going forward, which is considered o have better chance of success given the preliminary data.

To date our studies have shown the farget viral protein to be a RNA polymerase, which is a novel mechanism of action {different
o existing drugs and those in development for picomaviruses). The erystal structure of the polymerase is known and this now
allows us to use molecular modeling as an alternative pathway to drug refinement. A new provisional patent was fited in
December on the basis of these discoveries.

Discussions have been held with our existing commercial supporter of this program. We are hopeful we can expand this
relationship and enter into an expanded joint RED agreement with them in order o accelerate our discavery program for small
molecule ardi-picormavirus drugs. A key milestone for this program over the next 12 months will be moving this program to the
point whers we have begun a targeted search for lead compounds that could then be optimised over the course of 2008 in
preparation for subsequent pre-clinical studies.

Commaercial Partners

The Company is actively involved in discussions with potential commercial pariners that have expressed an interest in our
technologies. The nature of these discussions and, in some cases, the complexity of the technology makes it very difficult to
predict the nature and timing of the outcomes but cver the next year we plan to step up our efforts to engage commercial
pariners in our programs. i is these types of parinerships that can lead to faster development of the technology and improved
chances of successful commercialisation of the resulting products.



PATENT APPLICATIONS
STATUS REPORT

a. Hepgenics Ply Ltd Patent Portfolio - "Viral vector”, "Viral vecior - 1"

e

The invention relates to modified virus-like paricles (VLPs) derived from avian hepadnaviruses. The VLPs are capable of
incorporating large armounts of forgign polypeptides and are useful, for exarnple, as vaccines.

b. Hepgenics Pty Ltd Patent Portfolio - "Binding assay eomponents”

it st ns T R i

The invention relates {o the detection of marker-antigen complexes for use in antibody detection assays and kits.



c. Hepgenics Ply Ltd Patent Portfolio - "Pepiides and methods of using sanie™

E

The invention discloses adhesive peptides, methods of modifying a polymeric surface with a molecule of interest comprising
attaching the molecule of interest o the adhesive peptide and then contacting fhe surface with the adhesive peptide, methods of
opfimising coatings for polymeric substances using the adhesive peptide, and the use of the adhesive peplide to attach a molecule
of interest to a polyrneric substance.

d. Hepgenics Ply Ltd US Patent Application - "Method of diagnosis and kit therefor™

e R f’ i 29 i

Discloses methods for diagnosis or monitoring an infection with a virus by detecting the presence of an antibody to the virus in a test
sampie from a subject.

g. Picoral Pty Lid Patent Portfolio - “Ami-viral compounds”, "A method of drag design”

i R

patent applic,
iy

nethoed of drag design”

E Gy

ation - A s

Relates to methods of anti-viral drug design or festing based on the observation that amiloride-like compounds bind to and modify
viral RNA dependent RNA polymerase.
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CORPORATE GOVERNANCE

A revigw of the Company's ‘Corporate Governance Framework’ is performed on a periodic basis fo ensure that it is relevant and
effective in light of the changing fegaf and regudatory requirements. The Board of Directars continues to adopt a set of
Corporate Governance Practices and a Code of Conduct appropriate for the size, complexity and cperations of the Company
and its subsidiaries.

Uriess otherwise stated &l Policies and Charters meet the ASX Corporate Governance Best Practice Recommendations. All
Charters and Policies are available from the Company or on its Website www._selectvaccines.com.au

Role of the Board and Managemeni

The Board's role is to govern the Company rather than to manage it. in governing the Company, the Directars must act in the
best interests of the Company as & whole. 1 is the role of senior management io manage the Company in accordance with the
direction and detagations of the Board and the responsibifity of the Board to oversee the activities of management in carrying out
these delegated duties.

The Board's responsibiities are detailed in its Board Charer and cover the foficwing broad categories:

1 Leadership of the organisation
2 Strategy formulation
3 Oversesing planning activities
4 Shareholder fiaiscn
& Monitoring, comphance and risk management
& Company finances
7 Human rescirces
B Heaith, safety and wel-being of Directors, Officers and Contractors
8 Delegation of authority
10 Remunersticn poficy
11 MNomination poficy

Structire and Compositien of the Board

The Board has been formed so that it has an effective mix of personnel who are comimitted to adeguately discharging their
responsibifities and duties, and being of value to the Company.

The names of the Directors, their independence, qualifications and experience are stated on pp. 9411 along with the term of
office held by each.

The Board believes that the interesis of all Shareholders are best served by
« Directors having the appropriate skifis, experience and contacts within the Company's industry,
. The Company striving to have a number of Birectors being independent as defined in the ASX Corporate
Governance Guidelines.
. Bome major Shareholders being represented on the Board.

There is a majority of Directors classified as being 'Independent’. The Board believes that it can continue {o attract Directors with
the appropriate indusiry experence.

However, where any Director has matesial personal interest in a matier and, in accordance with the Corporations Law, the
Diractor will not be permitted to be present during discussion or to vote on the matter. The enforcement of this requirement aims
to ensure that ihe interest of Shareheolders, as & whole, is pursued and that their interest or the Director's independence s not
jecpardised.

Directors collectively or individually have the right to seek independent professionsl advice at the Company's expense, up ta
spacified Hrits, to assist them o carry cut their responsibilities. Alf advice obiained is made avaiiable 1o the Full Board.

Ethical and Responsible Decision-Making

As part of its commitment to recognising the legitimate interests of stakehclders, the Company has established 2 Code of
Conduct to guide compliance with legaf and other obligations to fegitimate stakeholders.

The Company has a share frading policy that regulates the dealings by Directors, Officers and Employees, in shares, options
and other securities issued by the Company.

The policy has been formutated to ensure that Directors, Officers, Employess and Consultants who work on a regular basis with
the Company are aware of the legsl restricions on trading in Company securnities whide in possession of unpublished price-
sensitive information.

integrity in Financial Reporting

In accordance with the Beard's policy, the CED and CFOD have made stestations recomvmended by the ASX Corporate
Governance Souncil as to the Company's financial condition pricr to the Board signing this Annual Report,

The Company has a duly constituted Audit, Risk and Compliance Commitiee. The current members of the Committes, as at the
date of this report, and their qualifications are detaiied in the Directors’ Profiles on pp. 9-11.

The Committee holds a minimum of two mestings & year. Details of attendance of the members of the Audit, Risk &
CompHance Conymittes are contained on page 15,



Timely and Salanced Disclosure
The Board has designated the Company Secretary as the person responsible for overseeing and co-ordinating disclosure of
information to the ASX as well s communicating with the ASX. in accordance with ASX ‘Listing Ruies’, the Company
immediately notifies the ASX of information concerning the Company:
1 That a2 reasonable person would or may expect to have a material effect on the price or value of the Company's
sacunities; and
2 That would, or would be likely to, influence persons who commonly invest in securities in deciding whether to scouire
or dispose of the Company's securities.

Rights of Sharehoiders
The Company respects the rights of its Sharehclders, and to {aciitate the effective exercise of the rights, the Company is
caminitted to:
1 Corwmunicating effectively with Shareheoiders throegh ongoing releases to the market viz ASX information and
General Meetings of the Company,
2 Giving Shareholders ready access to balanced and understandable information about the Company and Corporate
Proposals;
3 Making it easy for Sharehofders to participate in General Meetings of the Company, and
4 Reguesting the External Auditor o attend the Annual General Mesting and be available o answer Shareholder's
rnuestions about the conduct of the audit, and the preparation and content of the Auditor's Raport.
Any shareholder wishing 1o make inguiries of the Company is advised o contact the registered office. All public announcements
made by the Company can be obtained from the ASX's website www asx.com.au

Recognise and Manage Risk
The Audit, Risk & Compliance Commitiee has established a poficy for risk oversight and management within the Company. This
is periodically reviewed and updated.
The CEO and CFO have given a statement to the Board that.
2} Inn accordance with 'Best Practice Recommendation 4.1°, that the Financial Statements are founded on a sound
system of risk management and internal compliance and control which implements the policies adopied by the Board.

o) The Company's 'Risk Manasgement and [nternaf Compliance and Controd Systent’, in so far as it relstes to financiat
risk, is operating effectively in alt material respects.

Encourage Enhanced Performance

A ‘Performance Evaluation Policy’ has been established to svaluate the performance of the Board, individual Directors and
Executive Officers of the Company. The Board is responsible for conducting evaluations on an annual basis in fine with these
policy guidelines.

During the reporting period, questionnaires were circulated to all members of the Board to conduct individuat and group
performance evaluations. These guestionnaires were collated and analysed, providing the Board with valuabie feedback and
evaluation for future development.

During the year, all Directors have full access to all Company records and receive Financial and Operational Reporis at each
Board Meeating.

Al new Directors endergo an induction progrant.

Remuneraie Fairly and Responsibly
Profiles of members and delails of meetings of the Remuneration and Nomination Committes are detailed on pp. 9-11 & 15 of
the Directors’ Report.
The Comvmittes fs responsible for, bt not limited to :
- Satting the remuneration and conditions of service of ail Executive and Non-Executive Birectors, Officers and
Employees of the Company.
- Aporoving the design of Executive & Employee incentive plans fincluding equity-based plans) and proposed
payments of awards under such plans,
- Reviewing performance hurdies associated with incentive plans.
- Making recommendations to ihe Board on the remuneration of Non-Executive Directors within the aggregate
appraved by Shareholders at Genaeral Meetings from time to time.
- Consulting appropriately qualified Consuitants for advice on remuneration and other conditions of service,
- Suncession planning for the CECQ and Senior Executive Officers,
- Performance assessment of the CEOC and Senior Executives.
- Recommending policy on the selection of Board Members.
- Recommending prospective Board Members to the Full Board of the Company.

The Company is committed to remunersting its Senior Executives in a manner that is market-competitive and consistent with
‘Best Praclice’ as weil as supporting the interests of Shareholders. Senior Executives may receive a remuneration package
based on fixed and variable components, determined by their position and experience. Shares and/or Options may also be
granted based on an individual's performance, with those granted to Directors subject to Shareholder approval.

Non-Executive Directors are paid their fees out of the maximum aggregate amount approved by Shareholders for the
remuneration of Non-Executive Directors. Non-Exscutive Directors do not receive performance based bonuses and do not
participate in Equity Schemes of the Company without prior Shareholder approval.

Currant remuneration is disclosed in Note 5 Key Manzagement Perscanet Compensation.

Legitimate Interests of Stakeholders

The Board acknowledges the legitimate interests of various stakeholders such as Employees, Clients, Customers, Government
Authorities, Creditors and the Community as a whole. As a good Corporate Citizen, it encourages compliance and commitment
to appropriate corporate prachices that are fair and ethical via its 'Code of Conduct Policy
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Your Birectors present their report on the Company and its controlled entities Tor the financial vear ended 31 Becember 2008,

Birectors

The names and details of the Company's Directors in office during the financial vear and until the date of this report are as
follows. Directors were in office for this entire period unless otherwise stated.

Robin Beaumaont
Qualifications
Experiance

fnterast in Shares
and Options
Direciorships in
listed public
companies over the
past 3 years.
Special
Responsibilities

Martin Sousi
Qualifications
Experiance

frterest in Shares
and Options
Direciorships in
listed public
companies over the
past 3 years.
Special
Responsibilities

Chairman, lndependant

Bip. App. Chem, MBA

Board member since 9 June 2005, appeointed Chairman 17 Acgust 2005, M Beaumont {aged 88)
was Managing Director of the Advent venture capital and private equity group untll 1988 and
represented Advent's intereste as a director of five investee companies - Primary Health Care,
Benchmark Mutual Hospital Group, The Freston Group, Tower Technology and the Ayers Rock
Resort Company. Pricr to joining Advent he had more than ten years of strategy consulting
experience, preceded by senior management positions in the Pacific Buniop group.

hir Beaumont has aisc been the Chairman of Primegro Limited since 2003 and the Cooperative
Research Centre for Blagnostics since 2004 and s a former Birector of Ruratco Limited.

4,274 873 Ordinary Sheres: 525 000 Oplions over Ordinary Shares.

Birector of EvoGenix Limited since 2004 and Gropep Limited from 1999 antif
Brecamber 2008.

hember of the Audit, Risk & Compliance Committes and the Remuneration &
Momination Committes.

Wanaging Director

BSc {Hons), MBA, PRD

Board member since {1 April 2003, Dr Soust (aged 48) has managed techncfogy businesses for
several years., Prior o that he focussed on the provision of management consoiting services to
smalimedium  sized enterprises  in the  biomedical  sciences  field and  consdited on
commercialisation of several R&D projects. He has held senior management positions and has
acglired extensive experience in corwnercial negotiations, R&D planning, and technical and
commercial management of complex projects. Or Soust has been Managing Birector of Selact
Vaccines since 2003

198,124 Ordinary Shares: 800,228 Options over Ordinary Shares.

Brirector of Premier Bionics Limited from 2007 to 2005,

Bl



George Weber —
Qualifications —
Experiance —

fnterest in Shares —
and Options

Direciorships in —
listed public

companies over the

past 3 years.

Special —
Rasponsibilities

lan Cooke —
Qualifications —
Experiance —

fnterast in Shares —
and Options

Direciorships in —
listed public

companies over the

past 3 years.

Special —
Responsibilities
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Mon-Executive Director, Independent

Asspciate of Arts Degree, University of Minnescta

Board member since 19 May 2004, Mr Weber {aged &3 has & strong background in the
commercialisation of fife sciences. Griginally from the United Siates, Mr Weber worked with EE Lilly
and Johnson & Johason in a variety of sales and management functions that included responsibility
for the marketing and sales of pharmaceutical, instrumantation, implant and diagnostic products.
The fatter inciuded responsibility for Hepatitis C tests marketed by Ortho-Clinical Disgnostics (a
division of Johnson & Johnson) i comuncticn with Chiren Ine.

Since the early 1880's Mr Weber has run his own medical marketing consuitancy. Clients have
included Reshled Ltd, Universal Biosensors Pty Ud and Chiroe ne. 1n July 2003, Mr Weber was
appointed Managing Director of Chiron Vaccines Australia. Since its takeover by Movartis he has
remaned on as Country Manager, Australia, Novartis Vaccines.

480,000 Ordinary Shares: 500,000 Options over Ordinary Shares.

Ml Directorships held.

Chairman of the Audit, Risk & Compliance Comimities and the Remuneration & Mominaticn
Committee.

Mon-Executive Director, Independent

BSe {Hons), Phl, M P Law, MBA

Board member since 19 May 2004, Or Cooke {aged 51) is the currently the Managing Directar of
CNSBio Pty Ltd, a new wveniure capitab-funded bictechnology company specislising in the
development of combination therapies for the reatment of pain. He was formerly an Associate
Birector (Research & Development) at the Macfarlane Surnet nstitute for Medical Research and
Fubfic Health where he was responsible for the overall management of the Burnet institute’s major
research activities, with a particular focus on the commercialisation of emerging technofogies
developed by the institele’s scientists. Br Cooke alsc holds the part-time position of Principal
Anakyst at Foursight Asspciates Ply Lid, =& Metbowrne-based Hfe sciences and technology
consuitancy, whare he provides advice to private equity Tends and other clients regarding potential
investments in the biotechnology arena.

Fricr to joining the Burnet institute in 1097, Or Cooke was Associate Professor of Biology at Deakin
University, following postdocioral research feliowships at Princeton University and ATET Ball
Eaborataries in the USA and a Queen Elizabeth 1 Research Feilowship at Monash University.

Br Cooke is alsc a director of Human Genome Sciences Pacific Pty Lid, the Australian subsidiary of
the NASBAO-isted biopharmaceutical company Human Genome Sciences Inc.
58,000 Ordinary Shares: Nil Options over Ordinary Shares.

Ml Directorships held.

hember of the Audit, Risk & Compliance Committes
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Peter Marks —  Mon-Executive Birector (retired)
Experiance —  Board member since 21 Becember 2001, Mr Marks retired from the Select VYaccines Ltd Board on

9 August, 2008, Mr Marks (aged 51} has 25 years experience advising listed and uniisted
companies on issues ranging from corporate and company stucture, valuations, business
strategies, acquisitions and international oppartunities.

He has specisiist experience in the areas of capisl raisings, undenwritings, 1PO's and
venture/private capital ransactions.

hir Barks is also a Director of Peregrine Corporate Bid and Microfuze International Fic {Bsted on

AR, UK.
fnterest in Shares — 327,916 Ordinary Shares: 1,042,777 Options over Ordinary Shares.
and Options
Direciorships in —  Chairman of Premier Sionics Limited since 2003 and Chairman of ASX fistad
listed public Karmeisonix Ltd. Birector of Frana Biotechnclogy Lid since 2005 and Director of
cOoMmpanies over the hicrofuze infemational Ple.

past 3 years.

Company Secretary
The name and deisils of the Company Secretary in office during the financial year and untif the date of this report is as follows.
The Company Secretary was in office for this entire pericd unless cthenwise stated.

Phillip Hains —  Company Secratary & Chief Financial Officer
Califinations —  BBus, CA, MBA
Experiance —  hir Hains is a Chartered Accountant and specialist in the public company envircnmant. He has

served the needs of a number of public company boards of directors and related committees. He
has ocwer 21 years expertence in providing acocunting, administration, compliance and general
managemeant services. He holds a Masters of Business Administraticn from RMIT and a Pubiic
Practice Certificate from the institute of Chartered Accountants.

Management
Hr Martin Soust, Managing Director
{See Directors)

Earnings per Share

2006 2005
Basic earnings/{ioss} per share i4.14} cents {1219} cents
Mluted earnings/{loss) per share {414} cents {1219} cents

Lividends
Mo dividend is recommended for the year. Mo dividends were paid during the year,

Corporate Information
Corporate Structure

Select Vaccines Limited is 2 company limited by sheres that is incorporated and domiciled in Australiz.

Principal Activifies

The principal activities of the economic entity during the financial year were the development and commercialisation of products
addressing unmet medical needs in the field of infectious diseases.

Employees

The company had 1 employes as at 31 December 2006 (2005 1 employes).

Operating Resuits & Review of Operations

The consciidated loss of the economic entity after providing for income tax and efiminating outside equity interests amounted to
$2,5817,023 (2005 ioss of $4,037 708).

Fefer to the Review of Operatiocns section of the Annuaf Report for further details of the review of operations and future
developments of the Company.
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Significani Changes in State of Affairs

There ware no significant changes in the state of affairs of the Company during the financial year under review not otherwise
disclosed in this anaual report.

After Balance Date Evenis

On 8 January 2007 applications were jodged with the Austratian Securities & Investments Commission for voiuntary
deregistration of two non-operating wholly owned subsidiaries, Privilege Holdings Pty Ltd and Select-Tel Communications Fty
Ltd.

The research agreements under which the Company's research & development programs were conducted by their partners, the
Burnet institvte and the Howard Florey Institute, expired on or prior to 31 December 2008, Discussions are progressing
regarding research contracts for 2007, For the foresesable future, much of the Company's research will stilf be performed by
thess institutes. For the 12 months ending 31 Becember 2007, the Company intends fo fund further research work at both
instituies which, when contracts are finalised, may commit the Company fo expenditure in the vicinity of $900.000, including work
as g consequence of the AVANT Immunctherapeutics, Inc. {"TAVANT”} ficensing agreement,

On 12 February 2007 the Company announced that it had entered into a collaboration and worldwide licensing agreement with
ANMANT Immunotherapautics, e, ("AVANTY), a Nasdag fisted bictechnology company, of Needham, WA, USA, to develop and
commercialise up to free products Using Select Vaccines' novel VP vaccine technology. The main featres of this agreement
are:
{a} Grant of an exclusive worldwide license to AVANT fo develop up to three products using Select Vaccines' VLP
technolagy.
{b} An immediate equity investment in the Company of US$735,000 by AVANT |, subject to sharehclider approvatl,
{c) Research funding by AVANT over two years fowards development of influenza vaccines.
{d} Future midestone payments are to be paid o Select Vaccines on positive progress — for the first product the potential
milestone payments could total USE34m over time.
{a} Royalty payments and subficense fees are due to Select Vaccines on product sakes.

Environmental Issues
The economic entity's cperaticns are not subject to significant environmental regulation under the law of the Commonwealth and
State.

Remuneration Report
This report detaits the nature and amount of remuneration for each Directar of Select Vaccines Limited.

Remunaration Foficy
Remuneraticn of all Executive and Non-Executive Directors, Officers and Employees of the Company is determined by the
Remuneration and Momination Committee in conjunction with the Board.

The Remuneration and Nomination Committee, consisting 2 Mon-Executive Director and the Chair, has been established and
makes specific recommendations on remuneration packages and other terms of employment for Execotive Drectors, other
sefor execitives and, within amounts approved by sharsholders, Mon-Executive Bireclors. Detods of the Remuneration
Committes's cherter are outlined in Select Vaccines Ltd's Corporate Governance Statement.

Non-Executive Birector's fees are set at a rate that is comparsble to other biotechnology companies. In addition to fees paid,
options over shares in the Company are issued, subject to shareholder approval, o Non-Executive Directors in order to align the
interests of e Directors with the objectives of the Company and its shareholders. The quantum of options issued is based cn a
recommendation made by the Remuneration and Momination Committee. The base fee for the Chaiman is set at twice the rate
of other Non-Executive Directors,

Executive Directors’ remuneration and other terms of employment are reviewed annually by the Remuneration and MNomination
Committes having regard to performance against goals set at the stant of the year, refevant comparative information and, if
required, independent expert advice.

The board underiakes an annual review of its performance and the performance of the board committees against goals set at the
start of the year.

The company’s remuaneration policies are designed to slign Executive Directors' and cother Execulives” {"Execulives™
remuneration with the interests of sharsholders. Accordingly, the Executive remuneration and reward framework has four
components:
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Base Remuneration
Executives are offered competitive base remuneration which is reviewed annually to ensure it is competitive with market rates.
There are no guaranteed increases fixed in any Executive’s contracts,

Paerformance Refated Bonuses
The amount of the possible bonus awarded to Execitives is determined by the Remuneration and Momination Commities with
reference fo.

+ the Company’s share price performance refative to the overall market and bictechnofogy seclors

+» the Company's share price parformance refstive to comparsble companies within the biotechnology sector

+ specific miestones for the Company.

As e Company is In & resesrch and development phase, Executive reward has not taken into account the earnings of the
Sompany.

Select Vaccines Litd Share and Option Flan ("SYESGE”

Directors (subject 1o sharehclder approvall and other Executives are entitfed to participate in the SVESGF. Details of the
SVESGP have previously been detailed and approved by shareholders at the 2008 Annual General Meeting. Details of options
issued under s plan in the year ended 31 Bacember 2006 are detailed in Note 22 of the financial statements.

Retirement Benefits
The Company mests its obligations to employees under the Superannuation Guaranies Legisiation and may contribude additional
superannuation st the direction of Executives. Mo other retirements benefits are payabla,

Ramunaration Folicy versus Company Financial Performance

The Company’s Remuneration Policy is not directly based on its performance, rather on industry practice.

The Company's primary focus is research activities with a long term objective of deveioping and commercialising its research &
development resulis.

The Company believes performance is best measured against RED cutcomes which represent & significant Company expense
resudting in tosses but transiates into share price movement.

Datalls of ramuneration for the year ended 31 of December 2008

Cirector Base Fee Superannuation Other Equity z Tota

Robin Beagmont b 20000 % % b o] § BE, 000
Wartin Soust % 2250000 % b 25013 % b 250,070
George Weber b An000 % % 3 % 40,0048
tan Cooke ] 40,004 $ g 3 g 40,000
Pater Marks' b 30,004 $ % 7003 % % 37,0600
Specified Executive Base Fee Superannuation Other Equity Totat

Frilip Hains b 5004 $ 1% 105600 % b 120,600

¥ Retirediresigned during the year.

? This equity was issued to the Director upon a resoiution of the 2008 AGM. Al equity issued as part of remuneration was valued
basad on the Black-Scholes valuation model, adjusted for escrow and the unlisted nature of the options. The inputs for this
model are as stated below,

fmpfied volatility was catcuiated taking intc consideration the historical volatility of the Company's share price in the six months
pricr to the issue of the options.

tssie date 10412008
Share price $0.100

Exercise price $0.300

fmplied volatility 83.0%
Option Bfe 2 yrg
Expected dividends Nil
Risk-free interest rate 5.3%
Facrow pariod Ml
Adjustment for escrow Ml
Adjustment for unfisted nature 5% pa
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Barformance income a8 a propartion of tolal remuneration

Al Executives are eligible to receive incentives whether through employment contracts or by the recommendation of the Board.
Their performance payments are based on a set monelary value or as a proportion of their base salary. Therefore there is no
fixad proportion betwesn ncentive & non-incentive remuneration.

Non-Executive Directors are not entitied to receive honuses.

Equity issued as part of remunaeration for the vear ended 31sf of Decembaer 2008

This section onky refers to those shares and oplions fesueed as part of remuneration. As a result they may not indicate af shares

and options hedd by a Birector or Senior Executive.

Shares

Mo shares were fssced to Directors or Executives during the year a8 part of their remuneration.

Options
Girector Balance 1 Granted as Opticns DisposatiLapsed Balance 31
January 2006 Remuneration Exercizsed December 2606
Qty Qty Qty Qty Qty
Robin Beaumont' 560,009 500,000
Kartin Soust FE0,000 750,000
George Weber 500,000 5043, G008
tan Cooke
Fater Marks? 750,000 750,000
Girector Granied as Opticns disposaliLapsed ?
Remuneration 2 Exercised
$ $ 5
Robin Beaumont G 000
hartin Soust
George Weber
tan Cooke
Peter Marks

* This equity was isseed to the Director Upon a resciltion of the 2006 AGM. All equity issued as part of remuneration was valued
basad on the Black-Scholes valuation model, adjested for escrow and the unlisted nature of the options. The inputs for this

model are as stated above.

? Balance of Mr Marks's equity on retirernent from the Company.

Specified Executive Balance % Granted as Options DisposaliLapsed Balance 31
January 2006 Remuneration Exercised December 2606
Qty Qty Qty Qty GOty
Frilip Hains 150,004 150,000

Employment contracts of directors and senior executives

No Diractors or Executives were under employment contracts as at 31 December 2006,
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Meetings of Directors
Dwiring the financial vear, 19 meetings of Directors {including committees of Directors’ were held, Attendances by each Director
during the year were:

Cirectors' Mestings | Comemittes Mesetings

Audil . Risk &
Compiiance
Committes
Humber | Mumoer | Mumber | Mumber
eligitle to | atfendad | eligitle o] atiendec
attend atiend
Fobin Beaumaont a a 2 2
Martin Soust a )
George Weber a a 2 2
tan Cooke a a 2 1
Pater Marks & 3

Indemnifying Officers or Auditors

Dwiring the financial year the Company enfered into a palicy to indemnify Directors and Officers against certain Babilities incurred
as a Director or Officer, including costs and expenses associated in surcessfully defending legal proceedings. The contract of
insurance prohibits disclosure of the nature of the liability and the amoent of the premium. The Company has not otherwise,
during or since the financial year, indemnified or agreed o indemnify an officer or an aeditor of the Company or of any related
hody corporate against a Habiity incurred as such an officer or auditor.

Oplions
As at the date of this report the unissued ordinary shares of Select Vaccines Limited under opticas are as follows:
Sode Brate of expiry  Exercise price Murnbar undar
option
SLTOA 39052008 50,200 23,470,268
SLTAO 3042008 50,300 3,820,000
SLTAR 31M5/2008 50,300 1,000,000
SLTAG 30002008 50,300 500,000
BLTAS 2042005 0440 2,000,000
SLTAU 290452008 $0.435 1,000,060
31,489,285

Proceedings on Behalf of Company

No person has applied for ieave of Court fo bring proceedings on behalf of the company or iftervena in any proceedings towhich
the company is a party for the purpose of taking responsibliity on behalf of the company for alt or any part of those proceedings.

The company was not & party to any such proceedings during the year,
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Non-Audit Services
The Board of Birectors, in accordance with advice from the Acdit, Risk & Compliance Committes, is satisfied that the provision of

nof-audit services during the year is compatible with the general standard of independence for auditors imposed by the
Corporations Act 2001, The Directors are satisfied that the services did not comprontise the external auditor's independence
because the nature of the services provided do not compromise the general principles relating to auditor independence as set
out in the institvte of Charered Accountants in Australia and CPA Australia’s Professional Statement £1. Professionat
fndependence. During the year ended 31 Becember 2006 the economic entity paid § 11,575 (2005 $12,279) to the exiemal
auditors for taxation compliance advice.

Auditor's Independence Declaration
The tead auditor's independence declaration for the year ended 31 December 2008 has been received and can be found on

page 17 of the directors’ report.

Signed in accordance with a resolution of the Board of Directors.

Robin Beaumont RMartin Soust
Chairman Managing Director
Dated this 14 th day of February 2007



€€ Hall Chadwick

Charered Accountans & Dusiness Advisers

LEAD AUDITOR’S INDEPENDENCE DECLARATION
UNDER SECTION 307C OF THE CORPORATIONS ACT 2001
To: The Directors of Select Vaccines Limited

i declare that, 1o the best of my knowledge and belief, in relation to the year end
audit for the year ended 31 December 2006, there have been:

a) No confraventions of the audior independence requirements as seat out
irr the Corporations Act 2001 in relation to the audit; and

b} No contraventions of any applicable code of professional conduct in
relation to the audi.

Hall Chadwick
Chartered Accountants

Ltase ygee

Melbourne
14 February 2007

Robert Yeo
Partner
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AND CONTROLLED ENTITIES
INCOME STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2006

Revenue

Depreciation

Audit fees

Bad & doubtful debts
Compliance costs
Research & development
Directors’ fees

Loss on sale of invesiments
Consulting/professional fees
Travel

Patents

Loss borne by parent
Impairment of assets

Other expenses

Loss before income tax expenss

Income tax expense

Loss for the year

Net foss altributable to minority equity interests

Net foss altributable to members of the parent entity

Basic earnings per share (cenis per share}

Diluted sarnings per shiare {cents per share)

Note

G L W 33 B

Economic Entity

2006
$

87,148
(22.803)
(43,575)

(62,534)
[944,624)
199,000

{868,431
(A4.,376)
(AB,804)

(69,000
[224,024)

2005
$

143,674
20,859
[40,679)
(2.945)
[82,670)
{1,547 733)
(361,622
(8.419)
i1,180,293)
(114,690
166,580
(756,482)
(937 588)
{

220,867

Parent Entity
2006 2008
3 $
554,883 237 .B81
{13,885 {15,080)

(37 075)

(61,9151

(195,000}
(848,431
{4.4734)

{3.582.952)

{150,400}

(34 T 45)

(82.518)

(384,622)
(1.088 467}
{114,600)

(EEST, 051
{148,075

(2517023

{(5217,753)

(4043210

(3265375

(2517023

{5,217 7573)

2B0.047

(4.343.219)

(3265375

{2.517.023)

(4,937,708}

{4,343 219

(3,265,375

(4.14)

(4.14)

The accompanying notes form part of these financial statements.
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Economic Entity Farent kntity
Note 2006 2008 2008 2008
$ $ $ $

Current assets
Cash and cash equivalents B 2,542 886 512,528 2,541,797 510,903
Trade and other receivables 9 60,4186 118,826 12,6838 §2,462
Other current assets 14 33,938 33,831 33,838 33,931
Total current assets 2,637,240 665,282 2,588,374 607,286
Non-current assets
Trade and other receivables 9 - - - 2,216,171
Financial assets 10 31,000 160,000 31,000 06,600
Plant and equipment 12 B54,349 63,713 14,283 14,739
intangible assets 13 - - - -
Total non-current assets 85,3458 163,713 45 283 2,330,810
Total assets 2,722 588 828,895 2,633,657 2,938,206
Current liabilities
Trade and other payables 15 564,588 245,709 344 856 113,973
Provisions 18 4,379 - - -
Total current liabilities 568,938 245708 344,856 113,873
Non-curremnt liabilities
Payables 15 - - - 279,373
Provisions 18 228 - - -
Total non«-current liahilities 228 - - 279,373
Total liabilities 563,166 245708 344,856 383,346
Net assets 2,163,423 583,286 2,288,801 2,544 860
Ecuity
Contributed equity 17 35,198,025 31,111,868 35,189,025 31,111,865
Accurnulated losses {33,045,602} (36,528,578} (32,916,224) (28,587,005}
Total equity 2,163,423 583,288 2,288,801 2,544 860

The accompanying notes form part of these financial statements.
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STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2006

Balance at 1/1/2005

Equity issued during the year

Loss attributable o members of parent entity
Loss attributable to miniority sharehiolders
Goodwill on acquisition of subsidiary entity
Loss borne by parent

Balance at 31/12/2005
Equity issued during the year
Loss attributable to members of parent entity

Balance at 3112/2006

Balance at 1/1/2005
Equity issued during the year
Loss attributable to members of parent entity

Balance at 31/12/2005

Equity issued during the year
Loss attributable to members of parent entity

Balance at 31/12/2006

Equity

$

27,008,455
4103370

Economic Entity
Cortributed Accumulated

Losses

$

(25,550,873

{4,937 706)

Minority
Equity
Interests

$

62177

(280,047)
(538.612)

Total

1,478,789
4,103,370
(4,937 706)
(2B0,047)
(538,612)

756,482 756,482

31.111.860 (30,6528 57%) 5H3, 286

4,087 160 4 087,160

{2,517 02733 (2,517,023

35,198,025 {33,045 602 2153423

Parernit Entity

Contributed Accumulated Minority Total
Equity Losses Equity
Interests

§ $ 3 5

27 008,455
4,103,370

(25.301,630)

(3,265,375}

108,885
4,103,370
(3265375

31,111,865

(28,567,005

4. 544 BE0

4,087 160

(4,343,219

4,087 180
(4343218

45,195,025

{32.910,224)

2288 801

The accompanying notes form part of these financial statements.

20



SELECT VACCINES LIMITED 25 062 063 692
AND CONTROLLED ENTITIES
CASH FLOW STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2006

Cash flows from operating activities
Receipts from customers

Payments to suppliers and employees
Interest received

Other

Net cash used in operating activities

Cash flows from investing activities
Purchiase of plant and equipment
Proceeds from sale of equity investments
Purchiase of equity investmenits
Advances to related parties

Advances repaid by related parties

Net cash provided by {used in} investing activities
Cash flows from financing activities

Proceeds from issue of shares
Capital raising cosis

Net cash provided by financing activities

Net increass {decrease) in cash held

Cash arnid cash equivalents at beginning of year

Cash arnid cash equivalents at end of year

Economic Ernitity

Farent Entity

Note 2006 2005 2006 2005
& & & &

16,366 25,847 ; ;
(2,123,758} (3.014,508) (1,080,265} (1,218,686)
38,550 45,590 38,101 45,206

51,966 18,893 48,823 18,893

21a  (2.016,876) (2.924,178)  (993,341) (1,154,587
{13,439) (2710)  {13.439) (2,710)

90,405 98,652 - -

(58,489) - (991,086 -

- - < (1,762,260

- - - 98,550

18,477 95,042  (1,004,525) (1,666,420}
4371619 2195350 4,371,619 2,195,350
(342,859)  (183.820)  (342,859)  (183,829)
4028760 2011521 4028760 2,011,521
2,080,361  (816,715) 2,030,894  (B0Y,486)
512,525  1,320.240 510,903 1,320,389

8 2542886 512,525 2541797 510,903

Thie accomparyirig notes form part of these financial statemenits.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2006

Note 1 Statement of significant accounting policies

The financial report is a general purpose financial report that has been prepared in accordance with Accounting Standards, Urgent
Issues Group Interprefations and other authoritative pronouncements of the Australian Accounting Standards Board and the
Corporations Act 2001.

The financial report covers Select Vaccines Limited and the controlled entities, being the economic entity. Select Vaccines Limited
is a listed public company, incorporated and domiclled in Australia.

The financial report of Select Vaccines Limited and controlled entities, being the esconomic entity, comply with all Australian
equivatents to International Financial Reporting Standards (AIFRS} in their entiraty.

The following is a summary of the material accounting policles adopted by the economic entity in the preparation of the financiat
report. The accounting policies have been consistently applied, unless otherwise stated.

Basis of preparation

Adoption of Australian Equivalents to International Financial Reporting Standards

Select Vaccines Limited and controlied entities, being the economic entity, have prepared financiat statements in accordance with
the Australian equivalents 1o International Financial Reporting Standards (IFRS) from 1 January 2005,

The accounting policies set out below have been consistently applied to all years presented.

Reporfing Basis and Conventions
The financial report has been prepared on an accruals basis and s based on historical costs modified by the revaluation of selected
non-current assets, and financlal assets and financial llabilities for which the fakr value basis of accounting has been applied.

Accounting pelicies
a. Principles of consolidation
A controlled entity is any entity controlled by Select Vaccines Limited. Control exists where Select Vaccines Limited has the
capacity to dominate the decision-making in relation to the financial and operating policies of ancther entity so that the other
entity operates with Select Vaccines Limited to achieve the objectives of Select Vaccines Limited. A list of controlled entities is
contained in Note 11 to the financial statements.

All inter-company balances and transactions between entities in the economic entity, including any unrealised profits or losses,
have been eliminated on consclidation.

Where controlled entities have entered or left the economic entity during the vear, thair operating results have been included
from the date control was obtained or until the date control ceased.

Minority inlerests in the equity and resulis of the entities that are controlled are shown as a separate item in the consolidated
financial report.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 BECEMBER 2006

income tax

The charge for current income tax expenses is based on the profit or loss for the year adjusted for any non-assessable or non-
deductible tems. K is calculated using tax rates that have been enacted or are substantially enacted by the balance sheet date.

Deferred tax is accounted for using the balance sheet liability method in respect of temporary differences arising between the
tax bases of assets and liabilitles and thelr carrying amounts in the financial statements. No deferred income tax will be
recognised from the initial recognition of an asset or liability, excluding a business combination, where there is no effect on
accounting or taxable profit or loss.

Deferred tax is calculated at the tax rates that are expected io apply to the period when the asset is realised or liability is
settfed. Deferred tax is credited in the income statement sxcept where it relates o items that may be credited directly to equity,
in which case the deferred tax is adjusted directly against equity.

Deferred income tax assels are recognised to the exfent that it is probable that future tax profits will be available against which
deductible temporary differences can be utilised.

The amount of benefits brought to account or which may be realised In the future is based on the assumption that no adverse
change will occur In income taxation legisiation and the anticipation that the economic entity will derive sufficlent fulure
assessable income to enable the benefit to be realised and comply with the conditions of deductibility imposed by the law.

Property, plant and eguipment

Each class of property and plant is carried at cost or fair value less, where applicable, any accumulated depreciation and
impairment iosses.

The carying amount of plant and equipment is reviewed annually by Direclors to ensure it is not in excess of the recoverable
amount from these assels. The recoverable amount is assessed on the basis of the expected net cash flows that will be
received from the assets employment and subsequent disposal. The expected net cash flows have been discounted to their
present values in determining recoverable amounts.

Bepreciation
The depreciable amount of all fixed assets is calculated on a straight line basis over thelr useful lives to the sconomic entity
commencing from the time the assst is held ready for use.

Class of fixed asset Depreciation rate
Plant and equipment 33%
Cffice Furniture 7.5-20%

The asset's residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date.

An assel's cafrying amount is written down immediately to ifs recoverable amount # the assel's carrying amount would
otherwise be greater than s estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with the carrying amount. These gains and Josses are
included in the income statement.
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d. Leases
Leases are classified at their inception as either operating or finance leases based on the economic substance of the
agreemaent so as to reflect the risks and benefits incidental to ownership.

Operating { eases
The minimum lease payments of the operating leases, where the lessor effectively retains substantially all of the risks and
benefits of ownership of the leased #em, are recognised as an expense on a siraight line basis.

Finance Leases
Leases of fixed assets where substantially all the risks and benefils incidental to the ownership of the asset, but not the legal
ownership, are transferred fo the lessee are classified as finance leases.

Finance leases are capitalised, recording an assst and a lability equal to the present value of the minimum lease payments,
including any guaranteed residual values. Leased assels are amoriised on a straight line basis over their estimated useful lives
where it is likely that the economic entity will obtain ownership of the asset or over the ferm of the lease. Lease payments are
allocated between the reduction of the lease liability and the lease interest expense for the period.

e. Financial instruments
Fecognition
Financial instruments are initially measured at cost on trade dale, which includes transaction costs, when then related
contraciual rights or obligations exist. Subseguent to initial recognition these instruments are measured as set out below:

fnvestments

investments held for frading are recorded at fair value and classified as current assets. All other invesimenis are recorded at
fair value and either classified as current or non-current assets. The gains or losses, whether realised or unrealised, are
included in profit before income tax.

Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market and are stated af amortised cost using the effective interest rate method.

Falr value

Fair value is determined based on current bid prices for quoted investments at reporting dates. Valuation techniques are
applied to determine the fair value for unifisted securities including; recent arm's length transactions, reference to similar
instruments and option pricing modsls.

fmpairment
At each reporting date, the group assesses whether thers is objective aevidence that a financial insirument has been impairad.
Impairment losses are recognised in the income statement.

f. Research and development expenditure
Research and Development costs are charged to profit before income tax as incurred.

g. intangibles
Goodwiff
Goodwill represents the excess of the cost of acquisition over the fair value of the identifiable net assets acquired. Goodwill is
tested annually for impairment and carried at cost less accumutated impairment losses.

Other
Other intangibles are recorded at cost of acquisition and amorlised over their deemed useful life. They are tested annually for
impairment and carried at cost less accumulated losses.

h. Cash and cash equivalents
Cash on hand and in banks and short-term deposits are stated at the lower of cost and net realisable value.

For the purposes of the Cash Flow Statement, cash includes cash on hand and in banks, and money market investments
readily convertible to cash within 3 months, net of outstanding bank overdrafis.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2006

Revenue
Revenus is recognised to the extent that it is probable that the economic benefits will flow to the entity and the revenue can be
reliably measured.

Revenue from the sale of goods is recognised upon the delivery of goods 1o customers.

interest revenus is recognised on a proportional basis taking info account the interest rates applicable to the financial assets.

Revenus from the rendering of a service is recognised upon the delivery of the service to the customers.

All revenue is stated net of the amount of goods and services tax (GST).

Trade and other receivables

Trade receivables are recognised and carried at original invoice amount less a provision for any uncoliectible debts. An
estimate for doubtful debts is made when collection of the full amount is no longer probable. Bad debts are written-off as
incurred.

Recelvables from related parlies are recognised and carried at the nominal amount due. Interest is taken up as income on an
accrual basis.

Trade and other payables
Liabllities for trade creditors and other amounts are carried at cost which is the fair value of the consideration to be pald in the
future for goods and services received, whether or not billed to the consolidated entity.

Payables to related parties are carried at the principal amount. Interest, when charged by the lender, is recognised as an
expense on an accrual basis.

impairment of assets

At each reporting date, the group reviews the carrying values of ifs tangible and intangible assets to determine whether there is
any indication that those assets have been impaired. If such an indication exists, the recoverable amount of the asset, being
the higher of the asset's fair value less costs to selt and value in use, is compared 1o the asset’s carrying value. Any excess of
the assets carrying value over its recoverable amount is expensed 1o the income statement.

Impairment testing is performed annually for goodwill and intangible assets with indefinite lives.

Where it is not possible to estimate the recoverable amount of an individual asset, the group estimates the recoverable amount
of the cash-generating unit to which the asset beiongs.

. Share-hased payments

Equity-seftied payments granted after 7 November 2002 that were unvested as of 1 January 2005, are measured at falr value
at the date of grant. Fair value is measured by use of the Black-Scholes model. The expected life used in the mode! has been
adjusted, based on management’s best estimate for the sffects of non-fransferability or exercise restrictions.

The fair value determined at the grant date of the equity-settled share-based paymenis is expensed on a straight-line basis
over the vesting period, based on the consolidated entity’s estimate of shares that will aventually vest.

. Share capital

Ordinary share capital is recognised as 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 received.
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o. Earnings per share
Basic earnings per share is determined by dividing the loss after related income tax expense by the weighted average number
of ordinary shares outstanding during the financial year.

p. Goods and Services Tax {G5T)
Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of GST incurred is not
recoverable from the Australian Tax Office. In these circumstances the GST is recognised as part of the cost of acquisition of
the asset or as part of an item of the expense. Recelvables and payables in the balance sheet are shown inclusive of GST.

The net amount of GST recoverable from, or payable to, the Australian Taxation Office is included as part of receivables and
payables.

Cash flows are included in the cash flow statement on a gross basis. The GST component of cash flows arising from investing
and financing activities which is recoverable from, or payable 1o, the Australian Taxation Office is classified as operating cash
fiows.

q. Comparative figures

Where required by Accounting Standards comparative figures have been adjusted to conform with changes in presentation for
the current financial year.
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Note 2 Revenue
Economic Entity Parent Entity
2008 20058 2006 2005
§ $ $ $
Revenue
Rovyalties - medical - 25 B47 - -
Srants - medical 16,386 50,8060 - 50,000
Imterest revenue - other persons 38,692 67.827 38,101 45208
Interest Revenue - subsidiaries - - 250,225 142 875
Share frading revenue 31,815 - - -
Met gain on write-back of inter-company loans and
impairment of shares - - 268,378 -
Other 175 - 175 -
Total Revenue B7 148 143,674 554,883 237 881
Note 3 Profit/{loss)
Economic Entity Parent Entity
2008 20058 2006 2005
$ $ $ $
Loss before income {ax has been determined after:
a. Expenses
Diepreciation of non-current assets:
- Depreciation 22,803 20,859 13,805 15,080
Total Depreciation 22,803 20,859 13,805 15,080
Bad and doubfful debts:
- Bad debts - - - -
- Doubtful debts - 2.845 - -
Toiat Bad and Doubtful Debts - 2.845 - -
Research and development costs:
- Research & development 841,624 1,547,733 - -
Total Research & Development 841,624 1,547,733 - -
Write-dowr of assaets:
- Wirite~off of goodwill - 837,588 - -
- impairment of invesiments 89,0600 - 62,000
- impairment of subsidiaries loans - - 3,513,852 60,851
- impairment of investments in subsidiaries - - - 1,576,200
Total Write-down of Assets 59,030 037,588 3,582,052 1,837,051
Other Expenses:
Audit fees 43,575 443,670 37075 34,745
Compdiance costs 62,534 82870 61,815 82 518
Directors' fees 189,000 381,822 189,000 381,822
{oss on sake of investments - 8419 - -
Consulting/professional fees 868,431 1,180,283 B48,431 1,088,467
Travel B4.376 114,880 4,434 114,880
Fatents 88,804 66,580 - -
Loss borne by parent - ToE 482 - -
Other expenses 224 (24 220,857 150,400 149,075
Total Other Expenses 1,570,744 2,852,302 1,301,255 1,851,115
Total Expenses 2,604,171 5,361,427 4,898,102 3,503,256
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Revenue and net gains

Economic Entity Parent Entity
2008 2005 2008 2005
$ $ $ $
Net gain on write-back of inter-company lcans and
impairment of shares:
- Belect Vaccines Lid gain on write-back of inter-company
toan from Privitege Holdings Pty ttd’ - - 332,701 -
- Select Vaccines Lid writeback provision for non recovery of
toan fo Select-Tel Communications Py Lid : - - 24 763 -
- Select Vaccines Lid - impairment of shares in Select-Tel
Communicafions Py Lid* - - {391,088} -
- - 266,378 -

' On 31 December 2006 Frivitege Holdings Pty Lid forgave an inter-company loan io Select Vaccines Ltd resulting in a $332,701 gain on write
back of inter-company loan for Select Waccines Lid.

20n 31 December 2008 Select-Tel Communications Pty Lid issued 98,168,500 ordinary shares io Select Vaccines Lid for fofal consideration
of $9%1 085 which was offset against an inter-company Ioan from Select Vaccines Lid to Select-Tel Communications Pty Ltd. This loan had
been fully impaired by Select Vaccines Ltd resulting in a write-back of provision for non-recovery of loan of $824,763.

® On 31 December 2008 Privilege MHoidings Py Lid fransferred 1 ordinary share in Select-Tel Communications Ply Lid to Select Vaccines 1id
for consideration of $1. At yesr-end Select Vaccines Ltd's investment in Select-Tel Communications Ply Lid was considered to have a nil
carrying value resuiting in an impairment loss of $991,086.

On 31 December 2008 Select-Tel Communications Ply Lid forgave inter-company loans of $362,319 o Privilege Holdings Py Lid |, $244 1o
Hepgenics Pty Ltd and $244 1o Picoral Pty Lid.

Significant revenues and expenses

Economic Entity Parent Entity
2008 20058 2006 2005
§ $ $ $

The following signiicant revenus and expense ifems are
relevant in explaining the financial performance:
- Loss on sale of investments - 8. 415 - -
- Wite-off of goodwill - 837,588 - -
- impairment of assets 89,0600 - 3,582,952 1,837,051
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Note 4 Income tax expense

a.

Economic Entity Parent Entity
2008 20058 2006 2005
§ $ $ $
The prima facie tax on loss before tax is reconciled to the

income tax as follows:
Prima facie tax payable on loss before income tax at 30%

{2005:30%)

- Economic entity (785,107} {1.B65,328)

- PErent entity {1,302,066} {979,813}
{7585,107) {1,565,326)  {1,302,966) {978,813}

Add:

Tax effect of:

Diepreciation 6,841 8,258 4169 4527
Entertainment 2,504 3,544 2,504 3,541
Wirite-off of goodwill - 281,276 - -
Impairment of assets 20,700 - 1,074,888 491,115
Loss bome by parent - 228,045 - -
Deferred tax asset 725,082 1,047,307 221,407 480,430

Income tax expense attribuiable 1o profitloss before income
fax - - - -

The Directors estimate that the potentiat deferred tax

asset at 31 December 2206 in respect of tax losses not

brought to account is:

Carried forward losses 3,328,861 5,820,472 1,458,750 3,576,717

Adiustment to bring into line with lodged tax refurns - {3,818,5673} - {2,338,364%
3,328,861 2,803,888 1,458,780 1,238,353

This benefit for tax losses wilt only be obtained i

iy the consclidated entity derives fufure assessable income of a nature and of an amount sufficient fo enable the benefit from the
deductions for the losses to be realised, and

{ii} thelosses are transferred to an eligible entity in the consolidated entity; and

{iiiy the consolidated entity continues fo comply with the conditions for deductibility imposed by tax legisiation; and

{ivy  no changes in tax legislation adversely affect the economic entity in realising the benefit from the deductions for the loszes.

Note 5 Key Management Personnel compensation

a.

Mames and positions held of Economic & Parent Entify Direciors and
Specified Executives in office at any fime during the financial year are:

Economic & Parent Entity Directors

Robin Beaumont {Chairman, appointed S/08/05)

Martin Soust {Managing Direclor, appointed 1/04/03)
George Weber {Non-Execufive Director, appointed 19/05/04)
|lan Cooke {Non-Executive Girector, appointed 18/05/04)
Feter Marks (Non-Executive Director, retired SOBI08)

Specified Executives
Fhillip Mains - Company Secretary & Chief Financial Officer

Compensation of Key Management Personnel

The aggregaie compensation made 1o key management perscnnet of the Economic & Farent Entify is set out below:

Economic Entity Farent Entify
2006 2005 2008 2005
& § ] 3
Short-term employee benefits 567,670 BEG,21T7 567,670 BEG,2MT
Fost-empioyee benefils - - - -
Other long-term benefils - - - -
Share-based paymeant 9.000 144,700 8,000 144,700
576,670 733,817 576,670 733,917

The compensation of each member of the key management personnel of the Economic & Parent Entity s sef out on the following page:
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Economic & Parent Entity Directors’ remuneration

2008
Primary Other Post
Benefits Base Compensation  Employment Equaty
Fee Benefits Super Compensation Total
§ $ $ $
Robin Beaumont 80,000 - - 8,060 80,0060
Martin Soust 225,000 25,670 - - 250,470
George Weber 40,600 - - - 44,0040
|lan Cocke 40,600 - - - 44,000
Peter Marks 305,630 7,000 - - 37,000
415,000 32,670 - 8.0060 458,070
2005
Primary Other Post
Benefits Base Compensation  Employment Equaty
Fea Benefits Super Compensation Total
$ $ $ $ $
Robin Beaumont 36,922 - - - 3g. o2
Martin Soust 108,335 - - - 108,335
George Weber 40,000 - - 72,350 112,350
|lan Cooke 40,600 - - 72,350 112,350
Peter Marks 80,600 28,600 - - 28,060
Jeremy Cooper 80,030 - - - 60,000
345,257 28,630 - 144,700 517,957
The service and performance coriteria set fo determing remuneration are included per note {1} below,
Specified Execulives’ remuneration
2008
Primary Other Post
Benefits Base Compensation  Employment Equaty
Fee Benefits Super Compensation Total
§ $ $ $
Fhillip Mains 15,000 105,600 - - 120,800
15,000 105,600 - - 120,800
2005
Primary Other Past Equaty
Benefits Base Compensation  Employment Compensation
Fea Bensfits Super Total
§ § $ $ $
Fhillip Hains 20,630 120,000 - - 143,060
Anthony Filippis 55,835 - - - 55,835
Catricna King 20,125 - - - 20,125
95,9680 120,000 - - 215,960

M Hains' " Other Compensation Benefil” fees were paid to The CFO Sclution, a2 Chartered Accounting firm specialising in the provision of
outsourced Accounting, Company Secretarial and Adminisirative services o listed companies, of which Mr Hains is Principal. Through the

fees paid to The CFO Solution, Mr Hains was remunerated for his services as CFQ.

The service and performance coriteria set fo determing remuneration are included per note {1} below,
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8. Remuneration options
Options granted a5 remuneration

Walue of
Options at
Vested Granted Grant Date
No. Number Grant Date $
Economic & Parent Entity
Directors
Rabin Beaumont 500,000 500,800 7 April 2006 5,000
500,000 500,060

Terms & conditions for each grant

Exercise
Price First Exercizse Last Exarcise
$ Date Date
$0.300 7 Apdl 2006 31 May 2008

The unlisted options issued te the Director for Nil consideration were valued based on the Black-Scholes valuation model, adjusied for their
escrow and urdisied nature. The inpuls for this modet are as statad below.

tmplied volatility was caloated taking info consideration the historical volatility of the Company's share price in the six months pricr 1o the issue of

the options.

|ssue Date

Share Price

Exarcise Price

Implied Voiatility

Option Life

Expected Dividends

Risk-free interest rate

Escrow Pericd

Adiustment for Escrow
Adpustment for Unkisted MNature

71042008
56,100
$0.300

B3.0%
2 yrs
Mk
5.3%
N3l

INE

5% pa

f. Shares issued on exercise of remuneration options

Nil

g. ©Sptions and rights hoidings

Mumber of options held by Economic & FParent Entify Direclors and Specified Executives

Total Total
2806 Balance Sranted as Options ~ Net change Balance  Total vested exgrcisable  unexercisable
1108 remuneration exercised ather * 311208 312106 3112/08 3112108
Economic &
Parent Entity
Directors
Robin Beaumont - BOO,000 25,0400 525 03] B25 000 B25.000 -
htartin Soust 782,500 - 17,728 800,225 B00,229 B0O,229 -
George Weber B0O.0G0 - - SR BO0,0G0 BO0,0G0 -
tan Cooke - - - - - - -
Pefer Marks' 1042777 - - 1,042 777 1042777 142777 -
Specified Executives
Phifip Hains 150,060 - - 150,600 150,000 150,000 -
Total 2475277 500,000 42,729 3,018,008 3,018,008 3,018,008 -

! Closing balance for Mr Marks represents balance on retiremeant.
“The nat change cther refiected above inciudes those options that have expired of been issued during the year under review, other than for

remuneration, or traded on markst.
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Total Total
2805 Balance Sranted as Options ~ Net Change Balance  Tofal Vested Exercisable Unexercisable
1105 Remuneration Exercisad Other 31205 31M12/05 3112058 311205
Economic &
Parant Entity
Directors
Robin Beaumont - - - - - - - -
Martin Spust 782500 - - - 782,500 782 500 782 500 -
George Weber - 500,000 - - 500,000 500,000 500,000 -
tan Cooke® - 500,000 - (500,600) - - - -
Peter Marks 1042777 - - - 1,042 777 1042777 1042777 -
Jaremy Cooper ' 1,017,500 - - - 1,017 560 +.017,500 1,017,500 -
Specified Executives
Fhidip Hains 150,000 - - - 150,000 150,060 150,000 -
Total 2,882,777 1,066,000 - (500,600) 3482777 3492777 3492777 -

" Closing balance for Mr Cooper represenis balance on retirement.

“The net change other reflected above includes those options that have expired, been transferred, or been issued during the year under review,
other than for remuneration, o traded on market.

* Under the terms of Dr Cooke's employment with The Burnet instituie for Medical Research and Fublic Mealth Limited, O Cooke assigned ali
beneficial cwnership of cptions issued to him during the year to the Instifute for Nif consideration.

h. Shareholdings
Mumber of shares held by Economic & Parent Entity Directors and Specified Execulives

2006 Balance  Received as Options ~ Net change Balance
11/G68 remuneration axercised other 3112/08
Economic & Parent Entity Directors
Robin Beaumont 200,609 - - 4,074,873 4,274,873
Martin Spust 141,624 - - 856,300 798,124
George Weber 120,000 - - 360,000 480,060
tan Cooke 14,600 - - 42000 58,000
Peter Marks' 327,918 - - - 327,318

Specified Executives
Phifip Hains - - .
Total 803,740 - - 5,133,173 5,936,913
! Closing balance for Mr hiarks represents balance on retiremeant.

*The net change other reflected above includes those shares issued during the year under review via new equity issue, other than for
remuneration, or traded on markst.
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2805 Balance Received as Opticns Net change Balance
1M1/65  remuneration exercised other ? 3112105

Economic & Parent Entity Directors
Robin Beaumont - - - 200,000 200,000
Martin Spust 123,624 - - 18,0060 141,824
George Weber 80,000 - - 44,0060 120,000
tan Cooke 16,600 - - 4000 14,000
Peter Marks 302,818 - - 25000 327,918
Jeremy Coaper‘ 275,830 - - 59,068 334,985
Specified Executives
Philip Hains - - - - -
Total 782,670 - - 348,069 1,138,738

! Closing balance for Mr Cooper represents balance on retirement.
*The net change oiher reflected above includes those shares issued during the year under review via
remuneration, or traded on markst.

i Compensation practices

new equity issue, other than for

The company has & Remuneration and Momination Committee that administers the Company's remuneration policy.

The Company is commitied o remunerating its Senior Executives in 8 manner that is market-competitive and consistent with ‘Best Practice’ as
well as supporting the interests of Shareholders. Senior Execufives may receive a8 remuneration package based on fixed and variable
compaonents, determined by their position and experience. Shares and/or Options may also be granted based on an individual's performance, with

those granted fo Direclors subject fo Sharehoider approval.

Non-Executive Direclors are paid their fees out of the maximum aggregate amount approved by Shareholders for the remuneration of Mon-
Executive Directors. Non-Executive Direclors do nof receive performance based bonuses and do nof parficipate in Equify Schernes of the

Company withou! pricr Shareholder approval,
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Note & Auditors’ remuneration

Remuneration of the audifor of the parent enfity for:

- an audit or review of the financial report

- taxation services
- fther services

Note 7 Earnings per share

Basic earnings/(loss) per share
Diluted eamings/iloss) per share

a. Reconciliation of Earnings to Net Profit or Loss

Met loss

Net loss attributable to minority equity interest
Earnings used in the calculation of basic & diutive EFS

k. Weighted average sumber of ordinary shares outstanding during the
year used in calculation of basic EPS

Note 8§ Cash and cash equivalents

Cash at bank

Note 9 Trade and other receivables

Current
Trade debtors

Less provision for doubtful debts

Goods and services fax
Other debtors

Non-current
Amounts receivable from:
- Subsidiary entifies

Less provision for impairment

Note 10 Financial assets

Non-current
niisted investments:

Shares in controiled entities, at cost
Less provision for impairment of investments
Shares in other corporations, at cost
Less provision for impairment of investmenis

Note

1

34

Economic Entity

Parent Entity

2008 20058 2006 2005
§ $ $ $
32,000 28,400 32,0060 28,400
14,575 12,279 5075 5,345
43,575 40,679 37,075 34,745
Economic Entity
2008 2005
Cenis Cenis
t4.14) {12.10}
(4.14) {12.10)
2006 2005
$ $
{2,517.,023} {5,217.,753}
- 280,047
{2,517,023} {4.937,706}
50,771,408 40,817,207
Economic Entity Parent Entity
20086 20058 2006 2005
§ $ $ $
2,542 888 512,525 2,541,787 510,903
2,542 8856 512,525 2,541,787 510,903
Economic Entity Parent Entity
2008 20058 2006 2005
§ $ $ $
- 58,113 - 55,000
- {2,845} - -
- 55,168 - 55,000
50,416 60,515 12,639 7 462
- 3,143 - -
50,416 118,826 12,639 62,462
- - 3,513,852 3,140,934
{3,513,852) {824,763}
- - - 2,216,171
Economic Entity Parent Entity
2008 20058 2006 2005
§ $ $ $
- - 14,005,923 10,014,837
- - {11,005,823) {10,014,837)
100,000 160,000 100,000 160,000
{68,000) - (62,000} -
31,000 163,000 31,000 160,000
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Note 11 Controlied entities
sountry of Incorporation Frinciple Activity
Fercentage Owned (%)
2008 2005
Parent Entity
Select Vacaings Limited Austraiia fnvestment
Subsidiaries of Select Vaccines Limited
Hepgenics Ply Ltd Ausfralia hedical Research 1040 100
Ficoral Py Lid Australia htedical Research 134 10640
FPrivilege Holdings Py Lid © Australia tnvestment 134 10640
Setect-Tel Communications Pty Lid* Australia Communications 1430 100
* non-operating company
Note 12 Plant and equipment
Economic Entity Parent Entity
2008 2005 2008 2005
$ $ $ $
Flant & equipment
Af cost 110,548 103,935 52,699 48,085
Accumulated depreciation {52,044 (40,222} (45 160} {31,348}
47,605 83,713 7,539 14,738
Office furnifure
Af cost 8,825 - 8,825 -
Accumudated depreciation (81} - {81} -
§,744 - 5,744 -
Total Plant and Equipment 54,348 63,713 14,283 14,735
3. Mowvements in Carrying Amounis
Economic Entity Farent Entity
2008 2005 2008 2005
$ $ $ $
Plant & equipment
Batance at the beginning of year 83,713 81,862 14,735 27,118
Additicns 8,614 2,710 5,614 2,710
Disposals - - - -
Dieprecialtion expense {22.722) (23,859} (13,814} (15,080}
Carrying amourt at the end of year 47 B05 63,713 7.53% 14,735
Office furniture
Batance at the beginning of year - - - -
Additicns 8,825 - 8,825 -
Disposals - - - -
Diepreciation expense (811 - {81) -
Carrying amourt at the end of year 5,744 - 5,744 -
Note 13 Intangible assets
Economic Entity Parent Entity
2008 2005 2008 2005
$ $ $ $
Goodwill at cost - 837,588 - -
Winte-off of goodwili - {337 5881 - -
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Note 14 Other assels

Current
Prepayments
Rental bond

Note 15 Trade and other payables

Current
Trade creditors
Sundry credifors and accrued expenses

Non-current
Amounts payabie fo:

- Subsidiary entities
Note 16 Provisions
Current

Employee entiftements

Non-current
Employee entiftements

36

Economic Entity

Parent Entity

2008 2005 2008 2005
$ $ $ $
32,938 33,831 32,838 33,831
1,000 - 1,060 .
33,938 33,831 33,838 33,831
Economic Entity Parent Entity
2008 2005 2006 2005
$ $ $ $
84,0629 118,168 8,070 1,257
480,530 128,541 338,788 112,716
564,558 245708 344 856 113,973
- - - 279,373
- - - 279,373
Economic Entity FParent Entity
2008 2005 2006 2005
$ 3 $ $
4,378 - - -
4,379 - - -
228 - - -
228 - - -
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Contributed equity

COptions

8.

(i

Economic Entity

Parent Entity

2008 2005 2008 2005
Note $ $ 3 $
Ordinary Shares fully paid 17a 32,761,114 282,744 603 32,781,114 28,744 6803
17b 2,437,811 2,367,262 2,437,811 2,367,262
351884025 31,111,885 35,188,625 31,111,885
2006 2605
Note Ng. of Shares $ MNo. of Shares §
Movement in ordinary shares on issue
At the beginning of the reporfing pericd 47,081,305 28,744 803 35,239,986 25,405,083
3hares issued during the year 17aii) 173,771,075 4,371,818 14,481,309 3,424,345
Exercise of options 1TBiD - 47 751 330,000 59,000
Transaction costs refating to share issues - {402, 8503} - {183,820}
At reporting date 220,832 380 32,781,114 47 (61,305 28,744,603
2085 Details Number Issue Price $ $
Zi-April-2005 Raising of working capital fo fund existing development and
commercialisation programmaes. 3,741,309 0420 1,671,348
20-April-2005 issue of ordinary shares escrowed (o 29 April 2007 1o Bumet
instituie in relation to acquisition of mincrity inferests in
Hepgenics & Ficoral.” 4,000,000 $0.332 1,328,000
18-December-2005 Raising of working capitat 1o fund existing projects and
admimnistration costs. 3,750,000 0140 EZE 000
14,481,308 3,424,348
2086 Details Number Issue Price $ 5
37-February-2008 issue of ordinary shares per 22 December 2005 MNon-
Renounceable Rights |ssue Frospectus. 1 385,850 £0.130 181,512
13-February-2008 issue of ordinary shares fo undenwriters per 22 December
20045 Nen-Rencunceable Righis lssue Frospectus. 8,750,931 0130 BF7.621%
13-December-2006 issue of ordinary shares per 10 Movember 2008 Rencunceable
Rights 1ssue Prospectus. BB,842 452 $0.020 t,776,850
21-December-2006 issue of ordinary shares fo undenwriters per 10 November
2008 Renounceable Rights 1ssue Prospectus, 78,781,793 0.020 1,535,836
173,771,675 4,371,818

* Shares issued to The Burnet institute on 28 April 2005 were discounted by 10% to the market price dus to the escrow condifions aftached fo
the shares, which is in Hhe with the discount applied fo the unlisted options aisc issued fo them as part of the acquisition agreement.

Movements in options on issue

Al beginning of the reporting pericd

tssued during the year

Exercised during the year

Expired during the year
At reporting date

2006 2005
No. of Options $ No. of Options $
33 483 B24 2,367 282 27083824 1.803,412
17b{i} 5,523 428 118,400 8,700,000 TH3,850
1Te{in - (47,751} 330,000} -
17bgii) (356,000) . . .
389,637,252 2,437,911 33,483,824 2,367,262
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(i) 2085 Details Number Issue Price % 13
20-April-2005 issue of unlisted SLTAS options exercisable @ $0.44 on or
before 29 April 2008, escrowed to 20 Aprt 2007, fo Burnet
instituie in relation to acquisition of mincrity inferests in
Hepgenics & Picoral. 2,000,000 $0.074 148,200
20-April-2005 issue of unlisted SLTAU options exercisable @ $0.435 onor
before 25 Aprit 2008, escrowed to 20 Aprit 2008, fo Burnet
instituie 8s resclved at the 2005 AGM. 1,000,000 &0.074 73,800
20-April-2005 issue of unlisted SLTAP options exercisable @ 0.30 on or
before 31 May 2008 to directors under the 2005 ASX Plan. 1,000,000 30,145 144,700
20-April-2005 issue of unlisted SLTAO options exercisable st $0.30 on or
before 30 April 2008 fo a consuitant in Heu of fees. 1,500,000 0,145 217,050
25-May-2005 issue of listed SLTOA options exercisable at @ $0.20 onor
before 31 May 2008 o a consultant in lieu of fees. 1,200,000 0150 180,000
8,700,000 763,850
2086 Details Number Issue Price % 13
37-February-2008 issue of free listed SLTOA options exercisable at $6.20 onor
before 31 May 2008 aftaching 1:2 1o shares issued per 22
December 2005 Mon - Renounceable Rights ssus
Prospectus. 597,962 $0.000 -
13-February-2006 issue io underwritars of free listed SLTOA oplicns exercisable
at $0.20 on or before 31 May 2008 attaching 1:2 io shares
igsued per 22 December 2005 Mon - Renounceabls Rights
issue Frospecius. 3,375,468 $0.000 -
37-April-2008 issue of unlisted SLTAP options exercisable at $0.30 on or
before 3t May 2008 1o Director under the 2005 ASX plan! E00,000 £0.018 8,000
1t-July-2006 issue of listed SLTOA oplions exercisable af $6.20 on or
before 31 May 2008 to consultant in lieu of fees. 1,000,000 S0.060 60,000
1 1-July-2006 issue of unlisted SLTAO options exercisable st $0.30 on or
before 30 April 2008 fo consuifants in Heu of fees under the
2005 ASX plan? 50,0060 $0.052 45 400
£,523,428 118,400

Unlisted options issued fo Director and consulants for MNib consideration were valued based on the Black-Scholes valuation model, adjusted for
their escrow and unlisted nature. The inputs for this model are a5 stated below.

tmplied volatibty was calculated taking into consideration the historical volatility of the Company's share price in the six months prior 1o the issue of

the options.

Issue date

Share price

Exercise price

Implied volatiity

Option Hie

Expected dividends

Risk-free interest rate

Escrow period

Adiustment for escrow
Adiustment for unlisted nature
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Direclor | Consultants *
7i04/06 11/07/8
$0.160 $0.260
$0.300 $0.300

83.0% 34.0%
2 yrs 287 yrs
R M
5.3% 5.2%
X6 M

Wi N
5% pa 5% pa



SELECT VACCINES LIMITED 25 062 863 692
AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 BECEMBER 2006

() 2085 Details Number Issue Price % 13
23-May-2005 Exercise of SLTAG options @ $0.34. {330,000} $0.145 -
{330,000} -
2086 Details Number Issue Price § $
Adjustment fo vaiuation of 330,000 SLTAG cptions exercised
in prior year. - $0.145 (47,751}
- (47 751}
(i) 2085 Details Number Issue Price $ 5
Nil - - -
2086 Details Number Issue Price $ 5
3-June-2008 Expiration of unlisted SLTAK options exercisable st $0.20 on
of before 30 June 20068 {350000} 0,000 .
{350.000} -
Note 18 Operating lease commitments
Economic Entity Parent Entity
2008 2005 2008 2005
$ $ $ $

a. Operating lease commitments
Mon-cancellable cperating leases confracted for but not
capitalised in the financial statements
Fayable
-------- not later than 1 year 1,430 - 1,430
-------- iater than 1 year but not iater than 5 years - - -
-------- iater than & years - - -

1,430 - 1.430

The property leasg is a non-cancellable lease with a six-month term, with rent payable manthly in advance. An option exists 1o renew the

tease 8t the end of the six-month term for an additicnal term of six months plus a further 12 months option.

b. Other

The CFO Sclution provides administrative support at a rate of $64400 per month plus GST. This commitment may be lerminated with 3

months' notice from either party.

Note 19 Contingent liabilities

The Company has engaged the services of a consulling firm, BPR LLC, o provide sfrategic advisory services. Under the terms of this agreement,
in consideration for these services, the Company will be required to issue 2.5 million ordinary shares in Select Vaccines Lid upen the successful
raising of new funding of $USD 2 million {or more) from cutside Australia. Based on the share price of $0.036 on Wednesday 7 February 2007 the

fair value of this share based payment wouid be $AUD 50,000,
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AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 BECEMBER 2006

Note 20 Segment reporting
a) Primary reporting - Business segmaents

Hevenue

External sales
Unallgcated revenue
Total revenue
Result

Sagment resylt
Unallocatad revenue
Unallocated expense
Income tax expense
Metloss

Assets

Segment assels
Unallocatad assets
Total assets
Liabitities

Sagment Aabilites
Unallogatad liahitties
Total liskilities

Cther

Depreciation of segment assets

Hevenue

External safes
Unallgcated revenue
Total revenue
Result

Segment result
Unallocatad revenue
Unallocated expense
Income tax expense
Metloss

Assets

Segment assels
Unallocatad assets
Total assets
Liabitities

Sagment Babilities
Unallogatad liahitties
Total liskilities

Cther

Depreciation of segment assets

Medical
research
2006
5

16,366

(1,467 657}

88,432

224 310

L REI]

Medical
research
2005
5

75,847

(1.033.003)

103,549

131737

5. 788

b} Secondary reperting - Geecgraphical segmaents

The economic entity operates only in Ausiralia.

¢} The economic entity derived income from medical research and investments.

40

Investments
2008
i

70,782

70782

31,0006

Investments
2005
i

B7 827

(84109

105,268

Tete-

communications  Economic Entity

2006 2006

$ $
- 87,148
87,148
- {1,836 878
1,180, 148)
52:51?,0232
- 119,932
2,602 857
2722585
- 224,310
344 858
558, 158
- B.808
Tete-

communications  Economic Entity

2008 2008

$ $

- 143,674

143,874

- $1.042.412)

{3,805, 264)

54:93?,?062

- 203,817
525,178
528,955

- 131,757
113,872
245,704

- 5,768



SELECT VACCINES LIMITED 25 062 863 692
AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 BECEMBER 2006

Note 21 Cash flow information

a. Reconciliation of cash flow from operations with loss
Loss

Non-cash mavements
~ Depreciation
~ Interest on intercompany loans
~ Write-back infercompany loans and impairment of shares
~ioss borne by parent
~ Witeoff of goodwill
- Equity issued for nil consideration
~ Impairment of assets
~ Increase/{decrease) in impairment - vestments
- {Profitiloss of sale of Investments

Changes in assefs & liabilities
{increases)/decresses in frade & other receivables
{increases)/decreases in other current assets
Incresses/{decreases) in frade & other payables
Increases/{decreases) in leave provisions
Cash flows from operations

Ix. Hon-cash financing and investing activities
tssug of shares and options for nil consideration.

Refer fo Note 17 Contributed Equily for further information.

c. Reconciliation of cash

Cash gt the end of the financial year as shown in the cash flow statement is

recanciled io ifems in the balance sheest as follows:
Cash on hand and at bank

Deposits at cali
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Economic Entity

Parent Entity

2606 2005 2006 2005
$ $ $ $
{(2,517.023)  {5217.753}  (4,343,218) (3,265,375
22,803 20,860 13,885 15,080
- . (228,762 (128,321
- . (266,378 .
- 758,482 . .
. 937,588 . .
118,400 515,850 118,400 515,850
. . 3,513,952 1,837,051
69,000 (226,211 69,000 .
{34,815) 234,830 . .
E7.577 (75,978} 48,623 (31,108)
993 8,360 893 8,360
258,682 26,104 79,055 {5,937)
4,607 - - -
(2,016,876) (2,024,178 (593,341} (1,154,587}
14,315 17,189 13,228 15,567
2,528,571 485,336 2,528,571 485,336
2,542,886 F12,.605 2,641,707 510,903




SELECT VACCINES LIMITED 25 062 863 692
AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 BECEMBER 2006

Note 22 Employee share based payments under Share & Option Plan

The Company established the Select Vaccines Employees’, Directors’ and Consuitanis’ Share and Option Plan on 22 Apdt 2005, Al employess,
directors and consuliants are eligible to participate in the plan.

On 7 OApr 2008 500,600 unlisted SLTAF oplions were granted to Robi Beaumont, a Director of the Company, gs a sign-on fee to iake up
ordinary shares at an exercise price of $0.30 each. The options are exercisable on or before 31 May 2008, The options hold no voting or dividend
rights. At balance date, none of the share oplions had been exercised.

Cn 11 Judy 2006 950,000 unlisted SLTAD options were granted to consultants fo take up ordinary shares at an exercise price of $0.30 each. The
opticns are exercisable on or before 30 Aprit 2008, The options hold no voting or dividend rights. At belance date, none of the share options had
been exercised.

The closing share market price of an ordinary share of Select Vaccines Limited on the Australian Stock Exchange at 31 December 2006 was $0.02
{31 Decernber 2005:30.12).

Economic Entity FParent Entity
2008 2005 2006 2005
Mo. No. MNa. MNa.
a. Mowvement in the number of share options held by employees/directors

are as foliows:
Opening balance 1,000,000 - 1,060,000 -
Granted during the year 1,450,060 1,000,000 1,456,000 1,000,000
Closing balance 2,450,000 1,000,000 2,450,000 1,000,000

The weighted average exercise price of options issued during the year was $0.30 {2005 $0.30).

Ix. Betaiis of share cotions outstanding as at end of year:

Economic Entity Farent Enfity

2008 20058 2606 2005

Mo. No. MNa. MNa.
Grant Date Expiry and Exercise

Exercise Date Price
28/04/2005 31/05/2008 $0.30 1,600,660 1,000,006 1,060,000 1,000,000
Ti04/2008 31/05/2008 $0.30 500,000 - 500,000 -
11/07/2606 30/04/2008 $0.30 550,000 - 250,000 -
2,460,000 1,000,006 2,450,006 1,000,000

¢. Vaiuation of share options
The weighted average fair value of the options granted during the year was $0.0403 {2005: 50,1447,

This price was calculated by using the Black-Scholes opticn pricing model applying the foliowing inputs:

Issue date 70412006 110712008
Share price 50100 $0.260
Exercise price $0.300 $0.300
Implied volatility B3.0% 34.0%
Option Hie 2 yrs 287 yrs
Expected dividends Il MH
Risk-free interest rate 5.3% 5.2%
Escrow period It ]
Adiustment for escrow il MH
Adiustment for unlisted neture 5% pa 5% pa

Implied volatility was calculated taking into consideration the histoncal volatitity of the Company's share price in the six months prier to the
issue of the opfions.

Under Directors fees on the income Statement is $9,000 which relaies, in full, o equity-seitled share-based payments made to Directors.
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Note 23 Events subsequent to reporting date
On 8 January 2007 applications were lodged with the Australian Securlties & Investments Commission far voluntary deregistration of fwo non-
operating wholly owned subsidiaries, Priviege Holdings Py Lid and Select-Tel Communications Piy Lid.

The research agreements under which the Company's research & development programs were conducted by their parners, the Bumet institute
and the Howard Florey Institute, expired on or prior to 31 December 2008, Discussions are progressing regarding research confracts for 2007,
For the foresesable fuiure, much of the Company's research will still be performed by these instifutes. For the 12 months ending 31 December
2007, the Company intends o fund further research work at both instituies which, when confracts are finalised, may commit the Company to
expenditure in the vicinity of $800,000, including work as a conseguence of the AVANT Immunotherapeutics, Inc. {"AVANT™") Hoensing agreement.

on 12 February 2007 the Company announced that i had entered inic 2 collaboration and worldwide licensing agreement with AVANT
Immunotherapeutics, tnc. ("AVANT"), a Nasdaq listed biotechnology company, of Needham, MA, USA, io develop and commerrialise up to three
producis using Select Vaccines' novel VLP vaccine technology. The main features of this agreement are:

fa) Grant of an exclusive worldwide Hoense o AVANT to develop up to three products using Select Vaccines' VLF technology.
{by Animmediate equity investment in the Company of US$735,000 by AVANT, subject io shareholder approval.
{c} Research funding by AVANT over iws years fowards development of influenza vaccines.
{d) Fuiure milestone paymenis are io be paid {o Select Vaccines on pasitive progress - for the first product the potential milestone payments
could total US$34m over ime.
fe) Royalty paymenis and sublicense fees are due fo Select Vaccines on product sales.
Note 24 Related party transactions
Economic Entity Parent Entity
2008 20058 2006 2005
$ $ $ $
Transactions between related parties are on normal commercial terms and
condifions no more favourable than those available to other parties unless
atherwise statad.
Transactions with related parties:
{i} Other related parties
Loans to subsidiary companies - - - 2,216,174
{ity DHrector-related entities
Feregrine Corporate Limited, an entity associated with former Directors, - 120,000 - 120,000

{ii

(iv)

Jeremy Cooper and Peter Marks, had been engaged to provide corporate &
ivestment advisory services fo the Company and its subsidiaries. This
engagement ended on 31 December 2005,

|deniification of Related Parlies
iitimate Parent Entity
Select Vaccines Limited is the ullimate parent entity.

Confrolled entities
Refer to note 11 for details of controiled entities.

Kay Management Personnel
Dietaiis relatfing fo key management personnel, imcluding remuneration paid, are included in note 5.

Loans from related parties included in equity

On 31 December 2008 Privilege Holdings Pty Lid forgave an inter-company toan fo Select Vaccines Lid of $332,701.

On 31 December 2008 Select-Tel Communications Pty Ltd issued 99,108,500 ordinary shares o Select Vaccines Lid for fotal consideration
of $991,085 which was offset against an inter-company loan from Select Vaeccines Lid to Select-Tet Communications Pty Ltd. This loan had
been fully impaired by Select Vaccines Lid resulting in a write-back of provision for non-recovery of loan of $824 763 for Select Vaccines Lid.

O 31 December 2008 Privilege Moidings Pty Lid fransferred 1 ordinary share in 3elect-Tel Communications Pty Lid to Select Vaccines Lid
for consideration of $1. At year-end Select Vaccines Ltd's investment in Select-Tel Communications Pty Lid was considered to have a nil
carrying value resulting in an impairment foss of $891,086 for Sefect Vaccines Lid.

On 31 December 2008 Select-Tel Communications Ply Lid forgave inter-company loans of $362,319 to Privilege Holdings Py Lid |, $244 1o
Hepgenics Pty Ltd and $244 1o Picoral Pty Lid.
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Note 25
a. interest rate risk

Financial Instruments

The goonomic entity's exposure fo interest rate risk, which is the sk that a financial instrument’s value will fluctuale as a resulf of changes in
market interest rates and the effective weighted average interest rates on classes of financial assets and financial liabikities, is as foliows:

Financial assets

Cash and gash equivalents
Trade and other receivables
Financial assefs - non-current
Tots! financial assets
Financial lizhilities

Trade and cther payables
Total financial liabilities

Financial assets

Cash and cash equivalents
Trade and other receivables
Financial assefs - non-current
Tots! financial assets
Financial lizhilities

Trade and cther payables
Total financial liabilities

Ir. Creditrisk

Weighted
average
interest rate

2006

5.06%

Weighted
average
interest rate

2005

3.80%

Flogting Fixed inferest Mafuringin 1-5  Non-intarest Total
inferest rate 1 year or less years bearing

5 § § $ $
2008 2008 2008 2006 2008

2,542 BB8 - - - 2,542 BRE
- - - 680,418 80,418

. - - 31,000 31,000

2,542 BBE - - 91,418 2,834,302
- - 564 558 564,559

- - 564 558 564,559

Flogting Fixed inferest Mafuringin 1-5  Non-intarest Total

inferest rate 1 year or less years bearing

5 § § $ $
2005 2005 2005 2005 20405

512 525 - - - 512,525

- - - 118,826 118,826

- - - 160,060 160,000

512 525 - - 218,826 731,351

- - 245708 245,709

- - 245708 245,709

Credit risk represents the accounting loss that would be recognised if counterparties failed to perform as confracted. The credit risk on
financial asseis is the camying amount net of any provision for doubiful debts.

c. HNet fair values

The net fair values of lsted investments have been valued at the quoted market bid price at balance date, adjusted for fransaction costs

expected to be incurred.

For octher assets and cther Habiliies the net fair value approximates their carying value.

No financial asseis and financiat liabilities are readily iraded on organised markets in standardised form other than listed investments.

For other asseis and cther Habiliies the net fair value approximates their carrying value.

Financial assets

Cash and cash equivalents
Trade and other receivables
Financial assets

Financial liabilities
Trade and cther payables
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2006 2005
Carrying Carrying
amount  Net fair value amount  MNet fair value
§ $ $ $
2,542 886 2,542 8B6 512,525 512,525
80,416 60,418 118,826 118,826
31,000 31,000 163,000 160,000
2,634,302 2,834,302 731,351 731,351
564 558 564,559 245,709 245709
564 558 554,559 245,709 245709
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 BECEMBER 2006

Note 26 Company details
The registered office of the Company is:
Select Vaccines Limited
Suite 1
1233 High Strest
Armadale Vicforia 3143

The principal place of business is:
Select Vaccines Limited
Suite 15
545 5t Kilda Road
Melbourne Victoria 3004
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SELECT VACCINES LIMITED 25 062 063 692
AND CONTROLLED ENTITIES
BIRECTORS' DECLARATION

The Directors of the Company declare that:

1. The financial statements and notes, as set out on pages 18 to 45, are in accordance with the Corporations Act 2001

a. comply with Accouniing Standards and the Corporations Regulations 2001; and
b. give atrue and fair view of the financial position as at 31 Decemnber 2006 and of the performance for the year ended on
that date of the Company and economic entity.

2. The Chief Executive Gfficer and Chief Financial Officer have each declared that:
a. the financial records of the Cormpany for the year have been properly maintained in accordance with section 286 of the

Corporations Act 2001;
b. the financial statements and notes for the financial year comply with the Accounting Standards; and

¢. the financial statemenis and notes for the financial year give a true and fair view.
3. inthe Directors’ opinion there are reasonable grounds to believe that the Company will be able o pay its debts as and when
they become due and payable.

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

Robin Beaumont Martin Soust
Chairman Manayging Director
Dated this 14 th day of February 2007
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€€ Hall Chadwick

Chamrered Accauntants & Business Advisers

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS
Scope
The financial report and directors’ responsibility

We have audited the financial report of Select Vaccines Limited ("the company”)
and its controlled entities for the financial year ended 31 Dacember 2006 as set
out on pages 18 to 46.

The financial report comprises the income statement, balance sheel, statement
of changes in equity, cash flow statement, accompanying notes to the financial
statements, and the directors' declaration for the company and the consolidated
entily, for the year ended 31 December 2006. The consolidated entity comprises
both the company and the entities it controlled during that year.

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

Audit Approach

We conducted an independent audit in order to express an opinion to the
members of the company. Our audit was conducted in accordance with
Australian Auditing Standards, in order {o provide reasonable assurance as fo
whather the financial report is free of material missiaiement. The nature of an
audit is influenced by faciors such as the use of professional judgment, selective
testing, the inherent lmitations of internal control, and the availability of
persuasive rather than conclusive evidence. Therefore, an audit cannot
guarantee that all material misstatemants have been detected.

We performed procedures to assess whether in all material respects the financial
report presenis fairly, in accordance with the Corporations Act 2001, including
compliance with Accounting Standards and other mandatory financial reporting
requirements in Australia, a view which is consistent with our understanding of
the company's and the consolidated entity's financial position, and of their
performance as represented by the results of their operations and cash flows.

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

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

. assessing the appropriaieness of the accounting policies and disclosures
used and the reascnableness 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 procedures, our
audit was not designed to provide assurance on internal controls.
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€€ Hall Chadwick

Charered Accountans & Dusiness Advisers

Independence

in conducting our audit, we followed applicable independence requirements of
Ausiralian professional ethical pronouncemenis and the Corporations Act 2001.

Audit Opinion
in our opinion, the financial report of the company is in accordance with:
(a} the Corporations Act 2001, including:
{i) giving a true and fair view of the company's and consolidated entity’s
financial posiion as at 31 December 2006 and of their performance for

the year ended on that date; and

{iiy complying with Accouniing Standards in Australia and the Corporations
Regulations 2001; and

(b} other mandatory professional reporting requirements in Australia.

Hall Chadwick
Chartered Accountants

Ltase ygee

Robert Yeo
Partner

Melbkourne
14 February 2007
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SELECT VACCINES LIMITED 25 062 063 692
AND CONTROLLED ENTITIES

SHAREHOLDER INFORMATION

as at 25 January 20067

Number of holders of equity securities

Ordiniary Shares

216,832,380 fully paid ordinary shares are held by 1650 individual shareholders.

4,000,000 fully paid ordinary shares escrowed until 28 April 2007, held by 1 individual shareholder.
All ordinary shares carry one vole per share.

Cotions

7,837,987 SLTO options exercisable £ $0.80 on or before 1 February 2007 are held by 253 individual shareholders.
23,479,265 SLTOA options exercisable @ $0.20 on or before 31 May 2008 are held by 392 individua!l shareholders.
3,520,000 SLTAO options exercisable @@ $0.30 on or before 30 April 2008 are held by 9 individual shareholders.
1,500,000 SLTAP options exercisable @ $0.30 on or before 31 May 2008 are held by 3 individual sharsholders.
500,000 BLTAG options exgreisable @ $0.30 on or before 30 October 2008 are held by 1 individual shareholder.
2,000,000 SLTAS options exercisable £ $0.44 on or befere 28 April 2009 are held by 1 individual shareholdar.
1,000,000 SLTAU options exercisable €2 $0.435 on or before 29 April 2008 are held by 1 individuat shareholder.

Distribution of holders in each class of equity securitios
Full paid Ordinary Shares

1. 1,000 578
1,001 - 5,000 238
5001 - 10,000 149
10,001 - 100,000 417
100,001 - and aver 267
Total number of shareholders 1,650
Unmarkatable parcels 1044

SETO Listed Options

11,000 102
1,601 - 5,000 64
5001 - 10,000 20
10,001 - 100,000 48
108,001 - and aver 19
Total number of optionholders 253

SLTOA Listed Options

1- 1,000 83
1,001 - 5,000 88
5,001 - 10,000 38
10,001 - 100,000 132
108,001 - and aver 41
Total number of optionholders 382
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as at 25 January 20067
Twenty largest holders of quoted securities
Fully paid ordinary shares

Shareholder Number Y
4 Mactariane Burnet Institute for Medical Research and
Public Health Ltd 15,707,003 7.1
2 ME Custodians Lid 9,658,130 437
3 Taycol Nominees Ply Lid 8704 762 384
4 Matsarol Pty bid 7,953,853 380
5 Log Creek Pty Lid 4829084 219
8 [an Stolyar 4,635,802 210
7 Robin Beaumont & Helen Shingler 4,274,873 1.84
8 Fulton Grange Ply bid 3,780,000 1.70
8 Colowell Pty Lid 3518660  1.59
10 Hooker Cockram Corporation Pty Ltd 3,453,853 1.56
11 Yambali Pty Lid 3,328,000  1.51
12 Michaet Kluske 3,200,000 145
13 Miarer Pty Lid 2,500,000 113
14 Minfam Nominees Pty Lid 2,500,000 113
15 Mousstrap Nominess Pty Ltd 2424800 110
16 R Warden Pty Ltd 2414476 108
17 Nefco Nominees Ply Lid 2,287,000 1.04
18 David Whiting & Susan Whiting 2232700 104
19 Gary Anderson 2,200,000 1.00
20 Dorica Nominees Py Lid 2,000,000 0.1

91,573,266 4147

Options exercisable

SLTO Optionholders Number %
1 Sad Ahead Pty Lid 1,147,637 1503
2 UBS Wealth Management Australia Pty Lid 625,000 8.18
3 David Eggers 560,292  7.34
4 Shuart Investments Pty Lid 514,815 6.74
5 Jonathan Brett 428,680 5.81
& Reyer nvestments Pty Lid 367,000 480
7 Pacific Union Nominees Pty Lid 313,753 4.1
8 Margaret Schuiterma 274,400 3.58
9 Specialist Computer Applications Pty Lid 242737 3.18

10 tnvest-Max Py Lid 200,000 282
11 Alan Chonowitz 173,181 2.27
12 Peter Marks 150,000 1.86
13 Peter & Judith Chappelt 146,289 182
14 Mark & Faye Koussas 145,020 1.80
15 Brenda Lund 141,832 1.88
16 Peregrine Corporate Lid 116,249 1.52
17 Stephens Enterprises Pty Lid 100,000 1.31
18 David Werdiger 88,083 1.18
18 International Business Network {Services) Pty Lid 80,000 1.85
20 Anthony Fawdon 75,000  0.88

5880968 7712
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Options exercisable

SETOA Optionholders Number %
1 Gaetano Cappa 2875000 1138
2 Taycol Nominees Pty Lid 1,124,254 478
3 Sail Ahead Pty Lid 1025403  4.37
4 Chrissie Zaverdinos 1,000,000 4.28
5 Jonathan Brett 828,406 3.53
§ Peter Marks 750,600 318
7 Martin Soust 750,000 3.18
8§ Jeremy Cooper 750,000 318
9 Eli Shellim 592,000  2.52

10 Yambali Pty Lid 500,000 213
11 Louis Khamis & Mary Khamis 500,000 213
12 DAR Holdings Pty Ltd 500,000 213
13 Carmelo Galipo 430,000 1.70
14 (&G Steclworks Ply Lid 350,000 1.48
15 Awstcan Erderprises Pty bid 340,200 1.45
16 Troy Valentine 300,000 1.28
17 David Eggers 250,600 1.06
18 Kimberiey Skidmore 242,500 1.03
18 August Incorporated 238,462 1.02
20 Harry & Matilde Capararo 216,000 .82

13,332,225 5677

Unguoted equity securities holdings greater than 20%
There are no unquoted squity securities holding greater than 20%.

Substantial shareholders

The names of substantial sharsholders who have notified the Company in accordance with Section 6718 of the Corporations Act
are’

Macfardane Burnet Institute for Medical

Research & Public Health Limited 15,707,093 ordinary shares

Shareholder enquiries

Shareholders with enquiries about their sharsholdings should contact the Share Registry, Security Transfer Registrars:
770 Canning Highway, Applecross, WA, 8153, Australia

Phone {08) 9315 2333

Fax {08) 9315 2233

Email registrar@securitybransfer.com.au

Change of address, change of name, consolidation of shareholdings
Shareholders should cortact the Share Registry to oblain details of the procedure required for any of these changes.

Remaoval from the annual report mailing list
Shareholders who do not wish {o receive the Annual Report should advise the Share Registry in wrifing. These shareholders will
continue to receive all other shargholder information.

Tax file numbers
i is important that Australian resident shareholders, including children, have their tax file number or exemption detalls noled by the
Share Registry.

CHESS

{Clearing House Elecironic Subregister Sysfem)

Shareholders wishing to move {0 uncertificated holdings under the Australian Stock Exchange CHESS system should contact their
stockbroker.

Uncertificated share register
Shareholding statements are issuad at the end of gach month that there is a transaction that alters the balance of your holding.
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SELECT VACCINES LIMITED 25 062 063 692
AND CONTROLLED ENTITIES

CORPORATE DIRECTORY

Select Vaccines Limited
ABN 25 062 063 892

Directors

Robin Beaumont Chalrman

Martin Soust Wanaging Director
George Weber Nen-Executive Director
lar Cooke Nen-Executive Director

Company Secretary
Phillip Hains

Registered office

Suite 1, 1233 High Strest
Armadale, Victoria 3143
Telephore {03) 9824 5254
Facsimile (03) 9822 7735

Principle place of business
Suite 15, 545 5t Kilda Road
Mealbourne, Victoria, 3004
Tetephone {03} 8529 8788
Facsimile {03) 9529 2622

Auditors

Hali Chadwick

Chartered Accourdants
Level 12, 458 Collins Street
Metbourne Victoria 3000

Salicitors

Oakley Thompson & Co
Level 17, 300 Collins Street
Metbourne Victoria 3000

Share registry

Security Transfer Registrars

770 Canning Highway

Applecross Western Australia 6153
Telephone {08) 9315 2333

Facsimile (0B) 9315 2233

Email: registrar@securitytransfer.com.au

Securities quoted
Australian Stock Exchange
Code - SLT Shares

- 8LTOA Options expiring 31 May 2008, exercisable @ $50.20
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