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Dear Shareholdar

The nast financial year has bean an exciting and productive one
for Avexa Limited. Since Hsting on the Austratian Stock Exchange
i September @st year we have made signilicant progress,
achieving & number of important milastones,

globat spaciaiy phar
g Group. Wae Delieve that by bringing in 2

tical company Shia
Hharmaceutio ler
slage projech we creals an epportunity @ he pait of a praject that
succasstully markets & drig, potentialy generating revenue far the
Carmpany in the foreseaaiia iulure,

Avesa s currerntly in a Phiase b clinical righ with AVXTS4, S0 far
o) L0 be el tlerated, shows a very ow level of
wicity and has dtge side elfects in heatthy voluntsers and
nfected patiants. Predminary results from: this tial are expectad
earty i 2006, The trial is designad slémately Lo pesiton AVETS4
as e drug of choice for the growisg nurmbers of HIV patents that
Mave Dacome rasistant to e maore commads first-kne combination
wealmenis, herehy creating a potentially slrang markel opportunt

i March 2005, Avess raised $11.5 mition Srough an offer of
sharas o new and existing retad and instilutonad shareholders.
Wit & majorty of these funds 1o be ased in the Phase I i
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tional Newar Drag status in the United States and
mas receved fest-rack approval fram the USs Feod and Doug
Administ i has alsa had & simian review By Eurapean
reguialony utharises.

Trie Company has rogressed its range of other projects which
alsa have @ potantis o add value to shareholders. Avaxa is
Catinuing Lo ook for epporiunities hmatonally where we ¢
W56 OUr existing skill Dase o compamant o projacis. Gur
[l s
Belgiur i prool of our capabilities partcutarhy with HIV re
s Octobar 2004 we emered inle & collabaration with StVincent's
Institite of Medica: Research in Meliourme &1 the arsa of comginze-
Prased chermistyy and HIV, We also parnerec with e Shangha
Esstitta of Organic Chamistry ardd ware delighted o have Victaran
Fremier Stave Bracks officially open the naw lzharatory i China.

ast yaar with the workd renowenad Rega nstituie in

kr oer prowets, e Company is locusad on develaping a drug
that witl address the enormous madical threat rom daasg resistant
Bacterial isfections, commonly refermed to as "supsibugs’. The
Compary has compeling data abost 15 resesrch nta antibi
resislance, predominantly agalnst bacteria groven in ihe Bhoratonry,




i dung of 2005 e Campany reac

had & migsione by complatiog
& nraot-ol-concept study far {15 Hens 5 wvirus program, the
resuits frem that study were nconclusive and now the Company
i exploring weays 1o extract vakae for shareholdars ram the [(xag)
ally progress it inko cinical s

angl poie

1

i rogressing wel with Avexa

O

Companys HIV intag:

currantly working o optimise polentisl drug candidaes rom saveral
compounds. Tha aim is 16 End & campaund that Bas good aclivity

it stopping the reproduction of HIV virgses, & sate and effectively
absohed Dy the patient.

Managemnent has aiso bean active ovar the past lew monts
attending a variety of intery gk
SYIMBOSIUMS. Evants in Barcelona, Paris
enabiad he Company 1 g

stage.

sl Philadelpbia have

gl its echnaiogy on e Htemasional

CIOr OF B3 markat.

5% depends an

ko of ur research and devalopmeant, This lakes
trma, Consequently, invasanant in the biotechnology seciar showld
nas e with a short term fecus, U lakes years of research and
approvals helore drugs are avalable o patienis, Patential rewards
are enormaous, but ey teke time and ma

Avexa is a dynamic company in & virar
A5 listad entity we knowe st our s

COMIMeriags

Wi lake dis opoortusily 0 thank the people behind He scenes
gt Avexa for thelr hard work and comemitment, Without the
checlicaton and earmwork of cur scientists, sdministzation paople
and managamant we couid net have progressed as quickly and

as effectively an mullink proects as we Mave over the past year,

4]
{

Avaxa has @ Dright future, We have a number of sign
and development act

CAVL rRseEnh
ies that have the potential ta satisly giobal
wrmat medical neads, We ook fonward 1o the chaienges and
opportunites over he nexl 12 months and Beyond.

Yours sincerely

s

o hian Chick
Chied Executive Oificer

feves Limited - Anral Meoot 2005
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AVXT754 - Drug Overview (Phase 1)

Ccopying its ganetic matarial, | it

faur Fhase | studias in heakiy volunteers and a Phase la study
ir 653 HN-infectad patients, Aparoval has nean raceved lor an
vestigational Mew rug N Eng - & US Govermmant review

PIOCES:

that enaties Companias o advance a poter

fal deug inlo

sal tal - with & similar review comptaied i Europe by the
EREA (Europa

ey oF Medical Products
o receivad last-track approval rom the US Food
and Drug Administaton (FDA}L

P AGaEncy for the B

Manotherapy in Treatment-Naive Patients

Hid 4

Dosas of
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Avexa Is aiming to position
AVXT54 as a drug of choice
for patients failling first-line
therapy.

I

Laboratony resulls show that AVXTE4 s effective against various
straing of drug resistant S which mans AVKTS4 Mas the poential
o traal patiant ing their existing HiV reatmants.
Furthermors, safety tesling shows that this drug has a very safe
s,

prafiie, an important. aspect in esting all pat

Every though there e curtenidy 11 nuckosicoe reverss manscritase
irlEbitors MNRTE on the marka!, Avexa balioves e remaing an
ongeing dernand for new drags, particuiarly those that are affective
3 A resistant virugs straing and/on have animppovad side eflect
L Avaxa helieves that AVATEL will meet Dot of thase needs,

by 20-50 per cent of reatment-nave patients -

atients who have nat been on HIYV drugs belare - and

Uz 20 70 par cert of reatment-axpariancad patients witl deveion
Tesslar % IS charactensed Dy an increass
i e leved of virus i thelr blood, By pesitioning AVXT54 as a
lirst-ling, second regumen therany for HIV patants, Avexa will fil
an unmet medicat need, and alse (il an usmet markat epponanity
in the eatment of HiV-inlectad padants,

ce 10 el msdication wi

leacling tharapy f patents that are fail e of tharapy
usad in the resiment of HIVL I parsc 54 wilt target the

reatrnant of patients with the HA strain M184Y which is a drug-
resistant rmivtated strain that resals ffom e reatment of patiems

with beo OF the most camamaes curent frse-ine therapies.

24

The goal i o pasition AVATES as & frst-line reatmest for patants
wabic fail thedr initdal e 3t raiher than st anethes NET on

e miarkat,

The AVRTHE project & presently Incussed an completing this
Phase b clinicat study i drug-resistant HIV-infactad patients.

o inns 16 continue devetepraent of AVKTSA 1owards Phasa
SLNG Nositve resuds i g Phase (D prooi-of-concest
study, will alse be indialed 10 ensure a Snaoth and imaly
DIQGTESSon,

il el a

in 2003 HAY drug saies ac USES.Y hilion, with NRTIs
MEHAsenEng 59 par cent or USHA.3 tilion of these sales’, and
chrugs ke Cambivir” gaunched in 1987 genersting over US$930
milion in woridwide salas s 2004, AVKTSE 5 in sEme Class
as e N 2 Combnir * Wicke™ anc £pivir

o,

[E

Ferith,

1 Datamonitor - Corine

iaf insighit MV 01/2005.
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CONTINUED

Steps in the FHV Replication Cycle
Step 1

Tha attachment and rels

W HIV core inte tha Bost cefl
Step 2

Thee transcription of virial RNA e DNA ores
The target of AVKT754,

InCy prowinLG”

Step 3

The randemn sile ntegration af e provirus i the host DNA,
Yhe target for Avexa's HIV integrase program.

Step 4

Transcrigtion of host DNA areducing new viral 2NA,

Step &

-

franstation of the HIV BNA i the oyapasm,

Step &
wMorphogenasis af dhe new virus,

HIV Integrase {Discovery}

egrase program s ncussad an discovering
£infitit the anzyme HIV integrasa. As the name
SLOGESLS Nl & hedps tha vrus inlegrata o the homan DNA,
Avexa is ideally positioned 10 ba ang of $ie leaders i the field of
HIV integy ase :
el expertise i the ared, There are no drugs on the market dhat
directiy Larget HIV ntegrase and the Campary has an onpartunity
10 deveiop one of the first HIV nlegras
carmsrartialised. Curentdy thera are anly teo HIV imegrasa
nhibiars known 1o bein clinical wias,

B Limited - Annuel Regost 2008

HIV ingegrase intibitors reprasant an entraly new class of cormpounds
for the frestnent of HIV. Dueg 10 the noval made of acton they
nave the potential o e usaed in combnation with axisting therapes
and wangfarm the eatment af BV in & sirmilar vy 10 the ingroducti
of e protease inhibilors i the lsie 1580s,

Awexa s working on & noved series of comipounds Wat aim o nhiti
the HIV istegrase enizyme, Thase compounds are different from
Qe integrase nhibitors previously described, Avexa’s HIV diug
devaloprent program argets resisis aing of HIV with s new
class of drug. A signiicant oreportion ol lang-term patients Nave
o rasistant 1o moest ar el of e drugs admxistered 10 ther,
This is impartant as mpprovemants in the survival tmea of ¢
infected with HIV create an ongoing nead for new tharapies,

8 M

A E00S

Working with the medicinal chermistry resources af the Shansgha
Institute of Orgacic Chemistyy in Ching, and with Avexa's Australian
COllEnoraions, Avexa s working 10 opliiss its seres of compounds
asinG medicis
distribution, metanolisa: and excraton ADMEY and pharmacokingtic
studies, Avesa incororates the achnigues of in sifico docking
and proten crysialography i s program e G
optimisation pracess and s acealerata the idantification of the
final laad compound. Avexa antcipatas that s lead compour
will entar into animat stadies by the end of 2005,

Auixa has praparad dats Tor muttiple Blings on composition of
rnatter for novel HIV istegrase inhibitars,

AVX491 - Drug Overview

Heanatits B virus (HEBW is & virus Sat infects the lvar Unlike Y
there are fewer classes of drugs on the markel ar i development
for the rastment of Hepastis B, Tha main class of HBV-specific
drugs comprises the nuckoside and nucleoids analaguas, of
which Zalfix® (3TC), Hepsera® [adefovin) and Baraclude® fentecavi]
currantly have markating approval, Several other similar analogues
ara prasently a1 ae stage cinical risls, This class of drags inhitis
ONA potemerase, an enzyme raquired for HBV G repiicata.

Avexa has discovered a seres of noval nfibitors of HBY replicaton
IAVEADT Classhwhich tarcgets a differant step in the replication of
HEV compaed to e inbinitors curently on the market o7 known
Loy e 0 development, Avexa's lkad comgounds have actiity aganst
straing of HBY fal are resistant 10 ang of the miaks drugs cureniy
inuse (Zalfc) s aiso highly Bkely thal they are active against
strains of HEY that are ras Lo Hapsera® s Baraciscde®,

the cther main dregs usad 1o real Hepalltis B, As Avaxa’s Bad
compaunds arget @ differest step in the replication, they hava
the potential o complament the axisting or-markel drugs a3

well as others in devaeloprment,




f“r resviewy ¢ ,nfl e Com pa n_y Wieé HTY L0 Create wiays [0 extrack
intekactual p‘opelty walug froms g project,

An Antibiotic to Treat Drug-Resistant Bacterial infections

Thee developmeant of antibioge resistance has rasulted i continued
rmarkel opportunities Tor novel comaounds which act against thesa
resistant strains af bactaria. Cases of resistance w vancermyain,
the present drug of last resert for sarious bactaral infactions, are
becoming more fequent, Moreover, the spread of Su-][mysﬁ* SOCCE
ab o methicilin and cause sericus hospa

Dectenia wich are sesist
rect mlections is of immeadiste concerm, particulary in Europe,

i

In the past 12 month
Australia has also seen
outbreaks of drug-resistant
bacterial infections st
the highly publicised
threaks in Sydney in
xféasy 2005,

AVERA IS FUNSLING A LU SR0reach [ Overcoming the

profiem of vancomycin and meticiln ressiance. The Company
i synthesising cormpounds thal tErget the altered part of the
WANCOITYCIN-Fesisle A1 0f bacleriz which gives fise o resslance,
These compounds are synthesised in collaboration witds ¢
Unwarsity of Wollangaong, and bave baen supporied in pa
several Australian Research Council and National Health and
Madical Research Counci grangs, These compounds show

I activity thatl is equal, o close, o thal of vascomycin
[ v straing of Staphvococous aureus fa bacteriurm,
the se-called ‘golden staph’) and show activily against vancamycin-
resistant. Enterococcus fEecien, a bacleniu that can caus
infactions and has beer shown 10 be resistant 0 cumant antibiotics,
nporiasily, these compourgls shove ac sther el 1o or Delier
than wancemycin stvancomycn semi-esistant strans of

5. aurews.

2 SEUS

Valicktion of the successiul approach taken by the Avexa [ L}qr";m
wis arnounced on 11 January 2008 whare it was reported te

inGenendent results shawed e Avexa series of compounds he‘ivp
aelivity against atbwr haclariz, such as 5. awrews oth rmethicilin-
resistant and vancomycn-intsrmediate sensiive slraing of Saoreus],
walich had hean isolted om hospital straing that ¢ (1)
currenty available drags.

Ty Classes of inhibitors are currently lm"q npgmised via
stratagies which Bode synthass and testing of analogues for
patanl purposas, pharmacokinetic studies, and modaiing and
structural studies,

Further ex vivo and in vivo pharmscokinetic and ADME data are
.)L}znt, gesarated & precictivie measure (o enatda salection of
sormipound. Plasning of as in vive efficacy model for te
; s is underaay and g program is on track for g lead
f‘rJ*T‘pou’:r 1 enter animal tréals by the end of 2005,

Patents have been filed in

2007 and 2005 covering 'EE‘%{E
composition of matter of two
distinct and novel classe
Compou %"’E{"_f in this field,

feves Limited - Anral Meoot 2005
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The Board of Directors of Avess Limitad recognises the imporiant
raie it elfective comarate govamance practices can play s the
managamant of the business of a company and the creation of

valug for the Companys shareholders. As a result, Avexa and the
Board are commitlad o achisdng and mains
of carparate governance that is wilored (o suil, among other
matlers, the size of te Company snd §3 business and the

characienstics of the industry of which it is a parl.

1 & high stancard

& cascrption of the Cormpany’s man cororate govermance
oractices and policies is sel oul in this Statement. In cestain
nstances, the Company's appoach has baeen 10 addness the
ohjectives undarlying te Australian Stock Exchange Carporale
Governance Councits Principlas of Goot Corporate Govarmance
argd Best Practice Recommendations (e ASX Recommandations)
withaut strictdy carmplying withs the latier of the Recommendations.
Accordingly, whie Avexa has acdopted 367 of the ASX
Recaormmandations, it bas not fellowed others, The instances

i which the Companys practices depart fram the ASX
Recarmmeandatiaons are deseibad and expdained in this Statament.

.j.

the Board will continue 0 review and assess e Company’s
carorate governence ractices and policies a5 he Company’s
DUSIMEsSS evolves and Jrows Over Bme.

The Beard of Direciors

Thie Avess Baard 18 resporgible Ton and has the authority Lo
detennine, all matters refatisg o he stratagic direction, policias
antd praclices of Avexa, Part of the Board's role in this ragard is
0 establish goals for Senior Mansgaemant and {or the operason
of e Company,

i calining its roles and responsibilitias, 1he Board has not adepted
a farmal charter, but insteac has Nad regard 1o te Constitugon
of Avesa and 1o e categorias of matters that are cormmoniy
understoond 1 be within the arovincs of & company board,

The Bosrd's specilic responsitillies and funcions include:

= ovarsignt of the Company, ncluding 43 conrol and accour

SySterns;

il

+ BREOFHNG, remaving and sngroving femunaration for the Chied
Exerutive Officar,

+ inpul irto and fisa spproval of the corporste stratagy, business
[BliaEES:
MaNEGamEnL,

= manterng Sevion Managaments performance and impiemeaniation
ol strategy, and ensuring apFoRriale 1esourcas are avia ;

= appaving and monitonng e progress of major capital
expenditure, capilal mansgemant, Dudgeling, operstions
and acouisitions anc dive :

B Limited - Annuel Regost 2008

dlgers anct perfarmance objectives daveloped by Senior

« ADPROVIRG COmmUnications with sharehalders asd ansouncaments

10 the Austraian Stock Exchange:

. e
Oy

A and ratiying systems of rsk managemant, internal
ance and contral and legal compliiance; and

< apoving and monitoning fnancial and other statutony reparting
antt compiance mattars,

The Bosrd has approved a farmsl deiegstion o the Chiel Dxecotive

Officer and othar Senion M aroent of day-to-day authodity aver

1he oparations of Avexa's it

i

Board Composition
The Board currently consists of dwee Diraciors:

« [ Hugh dNall (Chalsmang

« As Heln Camercs, and

« [r Judians Chick.

Datgis of gach Diractors relevant skills, expariance and axpartise
and his or her term ol office, in asch 2 gt the date of tis
Avinual Report, ara sab oul later i s report. As s noted in e
Directers” Report, My Cameres i alse g Director of Amrad
Corporation Limited {Amrad), which is a substantia reholcer
of Avesxs, and Dr Chick is the Chiel Zxecutive Officer of Avexs,

SE &

Tha Bosrd has considerad the indapandenca of each of the
Avexa Directors within the Famework of the guidance set outl in
Box 2.7 of the ASX Recommendations, and has chssified Dr Nl
anly as indapendent. Cansaquenty, white the Chairman of the
Board is an independant Direcion a majority of the Board ae

not indepandant Diractors,

YEsile tha Board acknowledges the rportant contzbution that
incependent Rireclors can make w0 a company's beard, the Soard
selieves that both Ms Cameran and O Chick brisg guakities o the
Board that gresty enhance is effectiveness, Avexa’s busingss
was included within Amsad's Busingss weti July 2005, 0 hey
capacity as a Diactor of Arvrad since 1887, Ms Camerc:s has

an understanding of the Bistory and developmant of Avesa’s
Susingss. Inany event, Ms Cameron does not parkcipata in

any Board deliberations that refate 1o Amwad, In Dr Chick’s case,
he hag @ Aate knowladge of bath the history and the currant
aperations of the Company by virtue of his former position as a
Sanior Ay sss Davelopment Executive and his curant
pesitien as the Campany's Chisl Dxecutive Gificer.,

foip
Ll

O

rad S




ard 1s actively seeking

appropriate candidates for

additional Non-Executive
Uirectors o increase the
number of independent
Directors,

The Board Believes, however, St the beselits st may cama
e having additiona! isdependent Directors must be balan
against the advantagas of maintaining a smal board. In the
of the Board, 2 sriall beard faciitates efficient decision IIEKING
anch is appropriate for a compzany of Avaxa’s size. The Board wil
contines 10 55835 IS campositian a5 oppartuniies arise from
tirme 1o tme 1o adist e mix of skils, axper a#Nd perspecives

reprasented on the Board.

Zehi

Each Director of Avaxa has the right o seek indepandant
professional advice at the Companys E‘)\|)£‘"“~P with 1he aporoval
of the Chairman. Each Director is o undar the
Campary’s Canstitution and under separ T of indernsity,

el

Board Remuneration and Performance Evaluations

The Company Constitution and the ASX Listing Rulas require tha
total smount of remuneration payabie 1o Non-Executive Directons
e a ppf wwadd iy shiareholders Dy ordinary resolution at s .
meating, The Company shareholders Bave nol revicusly c]|)|)[0‘u’f d
the remuneration peyatie 16 Dirsctors and @ resolution seeking
thee requisite spproval will B pul to sharehoitlars st ihe Company’s
2005 inaugural Annual Geners Maeting,

't

The Board currently consists of threa Direclors, one of wharn &
an Executive Director, The Board anticipaies that over the rnext
1? MGNEES L L0 Two independent Non-Executive Directors may
#] dppun]’.{:u i areder o provide [y the remuneration 0 be sayabla
o these naw Directors i addition 10 the currant Non-Exaculive
?.‘_)ire(:tm":s fone of whom acts as Chairmani, & rasoluson will ba
subymited La shareholders al the 2005 Annual Gergral Meeling 10
approve e el remuseration payatie 0 Nos- Executive Diracions
o B st at an apper Hmit of o wtal of $350.000 per annurn,

il

As gt the data of this Annual Report, the remaneration {or
nan-Executive Directars consisted only of Sirectors fees and
contfituEens to suparannuation. Datais of the remuneration for
aach Nan-Executve Birector during the repaornting period are included

i e remney alion resaart,

Vhile the Board

did noz conduct g forma perfarmance evaluation
of itselfl or its mermbers during e reporting pariod, 4 has reviewsd
the Boards cempasition dlld the current mix of skifls, axperiance
and perspectves of it members, The Board is commillad 1 lutze
ancual reviews of its parformance, both ndi y and colisctivily,
arainst hoth rmeasuraiie and quaiiative factors,

Board Committees

The: Board has established an Audi and Risk Cammitiea, which
neral s rasponsible for any matters riating Lo the asseis and
financial affairs of Avess and o the Tompany's extamal or internal
audit fnctions, The Audit snd Risk Comenitles's specific
responsiniites includa

i ¢

« manitanng and revieadng e integdity of financial stataments
and the effectiveness of intermat financial controis,

« making recommendations 1o the Board in relation a the
appeiment of extermal auditors anc aproving he rermussraton
and terms of they angagernent

¢ TRVIENIING TSk man
systermns; snd

ment and intera compliance al control

raasiianing snd revimamg the indapandence, objectivity and
compatency of nternal and extermal auditors,

The Audd and Risk Commitiee's charwer s posted oo the corporats
governance section of Avexa’s wehsie.

he membars af the Audi and Risk Commi

s Halesy Cameron (Chaymant anc
« D Hugh Niad,
Diatails of Ms Cameron's and Dy Niall's qualifications and aitandans
at Audit and Risk Commitlee meetings arg sel outin the [“'fectLJrS'
Feport. Dr Chick is entitlad o altend mastings of the Acdit and
Risk Committes i an ex-oif

The composition of the Audit and Risk Cammities does nob foliow
the ASX Recommendations in that & has twa sather ¢ i
membars, s Chairman is nal an incependent Director and &
majority of 45 members are not ndependant Directors, i s ‘(‘ting
the miembershin of this commiltas, howevss the Board has bt
constraingd by the size and composition af the Saard isell

""I'u'-‘ Board requires the Chiel Executive Ofticar of Avexa and the

oritractad Chief Financial Offcer 1o provide wiitlen assursnces (o
r!*.t Board in respect of the acouracy and coempiance of Campany
al reports as part of the managemant sign-off pracess for
Auexa’s hail year and full year inancial stataments.

Mo Limited - Anrsal B
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CONTINUED

The Basrd doss not have a nomsation cormimiges o & semuneratios
cormmitas, & the Soard does rot considar formal commitlaes 1o
ne necessary i these an SNk of the small size of $e Board
andd af Avexa. A matters in relation 1o potential new Dieciors of
rernurieration are considersd by e fud Board lexcepl that Dr Chick
does nol padicipate i any deliberstions in respect of his ewn
Lneration).

IS

Other Corporate Governance Practices and Policies

Aviexa has writlan polics
i1 the Company™s SecLri
cantinuaus disclesure ebligations. These policies and recaduras
are posted on the corporale governance section of Avexa's
wiehsita, Aviexs's securities rading palicy rohibits the rading of
Campany securitias by Directors and amloyees wide i DeSSession
of grice sensitdve information,

=
T
O
=
=
&
=
=

Tha Company dogs not bave any formal codde of conduct governing
unethical practices or campliance matars, or any format policies
o Tisk ovarsight and management, nstead, the Company has
ntividual palicies covering matters such as conlidentialily, condicts
of interest, fracd dsks and empioyes discimipation and rsrassment.
Avexa employees, contractors and consullants are made awars
of thase policies Hrough the employess” policies and procedures
HEG OV

External Auditors
FIMG has baen Avexa's external audior since the Company's
ncorperation in Aol 2004, KEMG meels with the Audt and Risk
Carmiltes at past four dmes sach year, KPMG will be requested
0 attend the Annual General Meating and 1o be available 1o
: audic of the Company's

arration on procedures for ha selection and aapeniment of
e Cormpany's extamal audior is posted on the carperile se
of e Company’s walbsia,

Shareholder Communications

Thie Board is commitied 10 keeping sharaholders lully informad

of Avesa's sclivities through regular and lmely communications
with all shareholders. As part of this commitment, the Company
cistribeted its naugursl Quarterly News Report o Shareholders
on e 20045 aricess information, includig Company
Js, press
e Awexa
HE i its Annugi Repon,
witich will e ssued o all sharsholders and posted en the
Campany’s web:

B Limited - Annuel Regost 2008

Executive Remuneration

Corpany remunerssion pelicies and practices including detais

af ppsons issued uidar Avexa’s Emalayes Share Ontion Plan are
sat out in the remuneration repart, A copy of the Ermployes Sharg
Qption Plan is posted on tha corporate section ¢of the Company's
walysile,

Shareholder aparaval will e sought at te 2008 Annuas Ganeral
Maating 10 issue G00,000 options 10 Br Chick sndar the Ermployes
Shara Ootion Plan in accorda fe terms of Dr Chick's
rermiUrEration srangamants upon his apaoistmant as Thiel
Executive Officer of @ Company. Each optiar will confer & right
apan Br Chick o sebscibe for one Tully paid ordinary share in Avexs
ab the exercise wice of $0.£0. The options will vast prograssively
aver Tour years fram the date of issua: 40 per cent on the data af
Bauer 20 par cent on the secend anpiversary of the data of issue,
20 per cent an e thicd anniversary of the date of issua; and 20
par cent an e fourth annversary af tha date of issue.

x3

Comorata and indivicual perfarmance Largeis e Been estabishad
by i Board for Avaxas Chisl Executive Officer, Dr Chick, as part
al F8 ramuErsLion arancaments, Accordingly, sharehol [arcnzd
will alse be sougit at the 2005 Annuat Genaral Meating for the
Foposed further issue of & 1otal of 500,000 options o Dr Chick
undar the Ermpdoyee Share Qption Plan in connaction with the
Feriormiancs largels achisved during the financial year ending

30 June 2005 by Dy Chickoin his refe as the Company's Thiel

cxecutivie Slicer and Head of Bosiness Developmend, The axercise
ice for these eptions will be 20 par cent above the wei
average rrading price of an Avexe share on the firsl five Dusiness
days of the financial year ending 30 June 2006, The optons will
vast progressively 8% follows: 50 per cent on @ July 2006 and
the remaining 50 per cent on 3 July 2007,

Al of the aptions refarrad 16 shove wilt expira on 30 June 2010,
Further, it sharehciders do nol approve the issus of Swse options
1z Dr Chick, Avaxa is requied o ensute that Or Thick is provided
with sllarmative Danalts of an ecuivaient sfter-tax value 1o Mm.

Fasticulars of the remusaration of the Chiel Zxacutive Officer,
Br Chick, and Semor Managaemeant for the period 3 July 2004
1 30 Jung 2008, Bokding & monetary a5 non-mosstany

COMmDAanants, are set oLk it the ramuraration T3,
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Dr Hugh Nialt ms, BS, MD Melh ) FRACE

Mon-Executive Chairman

O Hugh Nizli became Chgirman snd a Non-Execative Drector of

Avesa o 23 September 2004, Ha has :'T‘.any YEANS SXPEriancs i

e biotechnaiogy industny i Aust 1t Unitedd States.

Ha & prasently Chisl Executive Off 1 St Cal

Cantye L i i{){J {ASCA,J de s erriber af is Board, The ASCC s

Aance, established by tha

GOV T.em i llnd mmsearch an stem cells and tissue
sommmercialise the cuicomes of this research,

liez

Prior 1o his rale st the ASCC, D Nisll was the Chisf Executive Oficer
of Biot Haldings Limited [rorm 1995-2002. Biota is a research-
origrited pubdc company based in Melbourse, whose [ocus is e
aiscovery and devalopment of new hurman aharmacauticas in the
areas of virclogy end inflammation

After comaigting his madical degrea and ebiaining post-graduate
creaifications in medicne ab the Universiy of Meibourme, Dr Nigl
wirkad auersess ar the National Inslitdes of Heald:, Bethasds,
Marylanc, USA and at Harvard Univarsity, B Niall has aiso held
5O appeintmants with the Howard Florey instituie of Experimental
bl Y ¢ anl with Genentech ing, & major biotechnology company
i Seuth San Francisco whers he was Vice Prasidant of Ressarch
Disscovery and an Officer of the Company, He is the Chag of the
investment Camimittes of the Genasis f =’m| of GBS V’>I'1IUI'{-1 Fartners

P Limited
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Dr Julian Chick 85c Honsh PhD La Trobe

CEO and Executive Director

Ur Chick was appointed as Chial Executve Oficar and Executive
Dérector of Avexa on 7 5(’-}[.'JtE3rT‘ e 2004 Hea graduaied with & Phi
in Muscla Physiology from: La Trobe University s 1828 and joned
Arirad ,or[.'}(*f'mif}|'1 Limited as a Senior Business Develapment
Manager # Aol 2002, Prior to joining Amrad Corparation Limdted,
D Chick hiadd five years expenence as an nvestmant adviser and
NG consuiant with Prudential-Bache Sacusties, BNE Paribas
S0 snent L waorking far
Foursight Associates as tha wincipal anslyst revigwing ovestment
apparunities for private equity investans and veniare capilaisg

HES
and Salamon Smith Barmey, O Chick ais




Ms Helen Cameron 85c, MBA, FYCL

Non-Executive Director, Chair Audit Commitiee

M Cameran is a prafessional company Directon widy many yoers
exparknces in Corporate Fnance, both in public companies and
eGuity capital markels, Py s company director she
weas & linancia? analyst and associate Dector of Deuische Bank
anel was H A Hesearch st BN couities [Ausistal Limited,
Mg Cameran Nas held Senior Menagemant positions withi National
Foods Limitad and Surns Phip & Co Lid, She & currenty a Director
of Amrad Carporation Limited, Rural Isdustries Resaarch &
Davelopment Carporation andl S family investmeant caompany
Cadisar Py Lad, She has held directorships with a numbaer of other
erganisations, nchuding TOG Lag 5, BBY Limited, Foodbank
NSW, Foodbank Australin, Grains Research & Development
Corparation, the CRO for Sus ik

|
& Hice Praduction, and the
Sydrgy Calchmeant Authority, Ms Camearon obtamed her 85¢
e the University of Canterbury New Zesiand, and her MBA
fram Macquaria Unversity, New South Walss, She s an cocasional
leciure: in corporate governance st the Comgpany Secr
Iigtite in Naw South Wales.

faves Limitad
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Or Jonathan Coates BSe (Hons), #hi (Gasgow!

Chief Scientific Officer

D Coates ohtained ks Phi rom Glasgow Usiversity and has
mOre than 24 years exparience in antviral drug discovery in the
oharmaceuticat indusiry. He spent 15 years in the UK at Glaxo
Group Research and laley Glaxo-Welicoma, whare Be filed vadous
SANEGE T 1ok and was ane of e mventars of the anti-viral
arug i For HIV and Zeffix™ for HBVE Or Coates has

[

EXTeNsie exDerience in leading program teams owards suceasslul

mitestiongs, including cinical tals and Swee marketad drugs.

Or Coates jnined Amrad Corporation Limited in 18948 to estabiish
& tearm o devalop treatments &y infections diseases, Or Coates
rew heids the positian of Avexa’s Chied Scientific Sficer.

=
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Or Susan Cox 85c Hons), PRD (Stockiolm), GAICD
Head of Development

Br Cox giaduated with & FhDin Yeology from the Karaiinska
EFrstitule Stockholm in 1897, and baecame an associate polessor
in 1994, She has 15 years experience in antiviral drug discovery,
B Cowoworked on the anti-CMY drug Foscavir® al Astra, and
wars Program Director at Medivir, whera she led antiviral reseanch

rograms from discovery gp 1o and includiag & B sludies,
37 Cow joined Armrad Corpoeration Limitad in 1998 and hefpad
estallish Avexa, whare she currantly holds the position of Head
of Devalogmant and is responsinle for the lalar 51892 proects,

nernber af the Committes of the termational Saciaty far
Antiviral Research ESAR] and a graduste of the Austratian Institue
af Campany Rireciors,




Or John Deadiman BSc, #hd (London)

Head of Chermistry

Or Deacdman abiained B Phid in 19089 from & itz of Cancey
b 7S BXREENCe
in rmedicinat cheristry, drug design, and farmasationdmanalaciurng
agspacis, first at the Thrombosis Rasearch nsgiuta {UK) and then
a5 Heact of Chemistry at Trigen, where he directed @ progeam
frear dliscovary Hrough 16 Phase | cinical rizls. Ha s the author
of mora than 30 research papers and five patanis,

i, Londas, Or Deadman has more tan 312 ye

Or David Rhodes 85 (Monst, 2D La Trobe)
Head of Discavery

£r Rhades gradusted with a PhD in Siechemistry fom La Treba
Uriversity in 1894, Br Rhodes took up & post dociaral fellowshi
#t the Fox Chase Cancer Centar in the US from 1594 1o 1965,

in 19485, he retsrmned o Australia to the Mackarane Surmet Cantee
wal Research whare he was oraviousty Senion Keses
Oficer and Bas mare than 18 years expariances in HiY research,
£ Rhodes joined Armyacd Cormoaration Limited in 2000 and
presently hokls the positdan of Brovery at Avexa,

i
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FOR THE YEAR ENDED 30 JUNE 2005

ed full nanciat repas for the financial year,

The financial statemeants and othey specific disciosures have baen derved fom e Avaxg L3

vic

Other information ncluded i the concise inancial repast i consistent with the Cempany’s Tl financial renport,

The concise lnancial repart does not, and cannot ke expectad o, provide as kil an understanding of the financial performance, Hnanci

i)

positen and nancing and investing activities of the Company a4 the il financisl repart,

A copy e the Campany's 2005 Annual Financial Repont, including the indapandant Audit Report, is available o &l sharehoiiers,
and will be sent 1o sharehaldars withaut chargs upon request, The 20085 Annuat Financial Repart can be requested by elephons

idustralia: (03) 9208 4300; Oversaas: (67131 92008 4300) and by termat al avexa@avexa comau,

fwexa Limfed ~ Annuat Report 2005 117
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The Directors present thair report togathar with the linancial repart of Avexa Limited (the Company] fos the year ended 30 June 2008

and te audithn's repodt thereon. Given that @ Company only carmmeancac aperations on 1 July 2004, there is ne comparative financil
rormation included within this repart.

Prircipal Activities

The principal setvity of the Company during the course of the financial year was the development and commerciaisation of anti-infactive
phars 3 programs and anoj WSS ANCOMPesses e conduct of aharmacaubcat meaa develommant wal property
provection snd coremaiealisaion with ol discovering and developing human pharmacewical products for saie s warld markets,

Review and Resuits of Operations

The Compeany comerencad aperations on 1 July 2004 as the corporsie anlity for Arrad's spus-aul and-inlectives drag pontfelio, Avexs
listec] on the Austraian Stock Dxchanges on 23 Septamber 2004 with an impled markat capitalisation of $24 milion,

Cn 18 Jan: iy 2005, the Company snnounced e n-icensing of Phase I HW drug AVATS4 o Shire Biochem inc., & fully cwned

;;l)s ictiary of Shirs naceutica Group Pl relered o throwsghoul tis inancial report as Shirad, The introducton of a late stage project.
Ml e Company’s portfolio dramatically improvaed the possibidity of having & significant drug on the marke within the nest five years,

18 Geal was struciured Lo preserve e Company's cash resources and aveird the milestone and splrost COsts normaly sssociaed with
the in-licessing of sue Al slage project,

Ti

i successiully commercialsed, Avexa retaing the rights o sell and distribuie AVATSS threughout de world excluding Narth America [

and Canada), where Shire retaing the right o sell and disti a raciprocal rovalty om the
other for sales mede by the other party inits erritory, meanig that Avexa will receive a royaily frarm Shire fr sales made by Shire in North
Amarica, AVATES 5 baing pofs’. ored 10 Ergat thass patients that are {aiing Fontine therapy and the Company decided 1o undartake
Phase llly study o determine the afficacy of the drug in that particulsr patiant group,

s the product. Avaxa and Shirg will each recaive

L capitat rai%ing 0% dertaken during the

. wecsial year primarly 1o fund e costs of the AVKTE4 Phase [ study. The capital
ri m{; comprisad the fsus of 12 milian shares o Soahisticated vestors, 10 milion shares 1o Shire and the affer of 28 mgon shares under
& Prospectus dated 3 s'vL)Hfa{y 2005 which also alowad for the ssue of up to 10 mision shaes in the event of evarsubscription under
& Priariy Offar o existing .'etﬁ.i sharghalders, A shazes were olfered at an issue [}r'L. 2 of 20 cerds ﬁ"f.f a (Jial 0.‘ i, FSD%,?:ED shares were
issued under the Priority Oifer. A total of 57,604,350 shares were 85 15
costs of $873,290 were t‘@(h{:t&‘j omt‘y penarating an overall ncrease in 5?323[&-}:‘3{)Ide-.'5> I'..;nd':; of “51 O F) 7574, Re.f'{-}l 18] Nol'.e 5inthe
Accaunts for full year movernents i equity.

A5 at 30 June 2005, the process of indiztisg patient ervolment for the Phase I clinical s had commenced. The sl is expected o he
conckded and the resuits expacted a be available in the 2006 financial year, et COsLE incurrad prior 1o 30 June 2008 and
fended from tha capital raising amourted 10 $2.582.04%, which ncluded the i oL o Shire for a toial of
$2.520.630

The eperaling resuit for the year rafects the Company's policy ol writng off an a straight ling H
& cost of 312 milion over B indial dernerger funding pariod of o years. A total of 56,000,000 has {:t‘)r‘.fseqf..;{-z:'*.tly been arorlised over
al year ending 30 Jurg 2005 with the Dalance andcinatad 16 be writtes off in full during the course of e 2006 finandial year.

The amaertsation s an accounting @ntry that doesn't affect the Company's cash position bt does reduce the overall shavebolders” ecuity.

Drug Developmery

The status af e AVTS4 sroject in-icensed during the inancial year is that the project 15 presently focussad on campleling the Phase ib
clinical study o drog-resistant HiV-iidected patients, Praparsdons to continug developement of AVITE4 towards Phase NIl trials, assuming
posilive resuits in e Phase B prook-of-concept stuthy, will also be initiated 10 ansura a smooth and smely progression. Further detals are
k - I : :

prowidlact in the R&D Report section of his annual report
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Avexas partdolio as at the date of demarger comarised three compaunds al various stages of prachnical daveispment. Zach of hese
Fojacls has heen progressed during the financial year in accordance with the strateqy outlinad in the demerger dacumantation. An
undate on each project foliows,

Hepatitis B (HBV] Non-Nucleosides

Aviexa has discaverad a serias of novel fmhibitors {}1 HBV repication [AVA487 Clhssh which targets a different stepr in @ replication of HBY
compared 1o e inhibitors curenty an e markal or known [0 De i developemant. Avexa’s lead campounds 1 P AChivity against sirens
af HBY thal are resistant to one of he main flfuq% cuently in use [Zalfi). 1Lis alsa nighly |I9(E’|y that they are aclive ags of HEBY
ihat ae w&ﬂsum L Hepsera® and Baracluda®, the other main \Imqa use 10 reat Hepatitis B, As Avaxa’s lead compounds argel a diferent
plication, ey have tha potential o compimant the existing on-market drugs as well as others in devalnpenant,

Earfiar this year Avaxa i

will ‘.nde.,muf 1 Cres

ansounced that it was unabi o ganerate signdicant Diood Bvals of drug
Ale ways 10 extract value rom the areiect and potentially progress

i1 its praolk-of-concept study. The Comany
Nt clinical shucies,

HIV Integrase
Auexa 15 working 10 optimise 1% sevies of compounds using medicingl chemssy, 2 viro and ax vivo absaorption, disgistion, metaboism

and excietian [ABME] and pharmacekinetic studies, Avexa incarporatas the lechniguaes of i siico docking and prowes crystallegraphy inte
5 program o direct the o[)ll.T‘hﬁl(‘f‘ leOr,LWJ antd s accekate the identfication of the fnal ead compound. Avexa anticipates that its
d compound will enter ng ad of 2005 and nas prepared data for muliple Tings an composiion of matter for
noval HIV inlegrase |

Vancomycin-Resistant Infections

Tevar classes of ndbitars
pharmacokingtic

are curenty heing optimised vig strated
s stdies, and madellisyg anc struclurs stcdies,

data are being generatad as a prediclive maessure tLJ enahie salection of the lead
A series s undarway and the pragram is on track for @

Further ex vivo and i wivo pharmacekinesc and AD i\
compaund. Planning of & in vivo efficacy modal for
anirnat trials By the end of 2008,

Fatents have been Bed in 2007 and 2005 covering the camposiion of matter of bwe distingt and navel classes of compounc in this

Capital and Corporate Structure

The Company has no subsidiary or
thers wers 80,312,102 f0lly paid she

ciated entity interests, When listad e the Australian Stock Exchangs on 23 Septambar 2004,
suz, The Company has since conducied & cepital raising al 20 cents per share by way of:

i & plecement of 12,000,000 shares w0 Sophisticated nvestors

il & Prospectus dated 15 felruary 2008, under which a further 35,604,350 shares were issued; and

fiil) contractual arangements with Shirg Biocham Inc., which resulted in e of 13000000 fully paid shares,

such that at repontisg pedod and, there were 137,916,452 fully paid ordinary she
Mole & to e financial slatements.

e issue, Shara capital movements are detaded in

Unissued Shares Under Option

Thigre veare 450,000 aptions 0 acquire oftinary shares issuad 1o stalf
an exercise grice of $02.40 and expiry date of 20 June 2009, Thare we

ancd 1,050,000 1o Executive Officars during the financial yaar with

o larfeitires or options exercisad during the fnancial yaar,

fena Lirted ~ Annuat Report 2005
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CONTINUED

A furter 4,000,000 optens werg isseed 0 Shire Bioche i the fnancial year in sccordance with the Shire Agreement

. NG, (Shirg} during
referred o e the 35 February 2005 Prospectus lodged with e Australian Stock Exchange. In addiion to the 20 milion ordinary shares
Aty hekd, Shire has the option 1o acquire & further four miion shares i Avexa threugh the exercise of its ontons. Pricing of the aption
i sal by reference 0 the Avexa share ice 30 business days either side of de ASX anncuncamant of the Phase b sty rasalls, Shirg
Ay exercise B aption at any time batween 17 January 2008 and 17 January 2002, The option terminates i
betwaen the Company and Shirg is terminated.

e licence agresment

Thers wiere 6o options exercised of that Bpsed durng ar since the end of the financial year up 0 the date af this repost,

Directors

The Directors of e Company &t any gme during ar since tha end of the financial year are:

Name, Qualification and Experience and Special Listedt Cormpany Directorships in Past
independence Status Age Responsibilities? Three Years and Period Held

Dr O Niah mE, BS. mD Reh) FRACE 655 Mon- Exacutive Director snd Diractor of Biota Limitad from
indepandant Man-Dxecuiive Director and Chagman since 7 Saptamber 2004 18 May 1985 16 15 July 2002
Chairman

o ) Chick 8% Hors PR (La Tiolke) 36 Chied Exacutive Officer since Nang
Executive Diracior P Septermner 2004

M H A CAMEren sba, i 51 M- Exacutive Directon and Chagman MO Recuive Direcksy of Amrad
independant Nan-Dxecutve Directy from 1 July 2004 16 7 September 2004 Carporation L 2] SNCE
18 Decambar 1997

scative Directors on the Board sl Non-Executive Ditectars are membars of the Aadit Cormmitiee. The rofe of the Aadit
e Baard of Dire sELrance regarding the gualicy and ¢ ity of financial inforrmation prepaed for use by the
Board in deterrmining poiicies ar for inclusion inthe financial repart.

Mr A M Bayd 4
g5 Actng Chiel Execotive Officer betwean 1 July 2004 and 7 September 2004 and as & Non-Executive Director Fom 8 Se
25 Qetober 2004,

22l Mg R Ery were Non-Execugve Directors Detween T July 2004 and 25 Qclaber 2004 whilst Dr 2 0 Smith wes appoired
pember 2004

LIt

Directors' intergsts

The relovant isterast of aaeh Diector i the share capital of the Camg

gocardance with 205G of the Corparstions Act

any, as notifed by the Company (0 the Aus
2000, a5 at the date of this repart is 85 shown following.

an Stock Zxchangs in

Ordinary Shares Options to Acquire Ordinary Shares
humber Number

S+ D Nigh 540,000
fr ) ) Chick 350,000

Ms H A Carneron 100,000

Sharehaklar anproval will e sought at the Comparny's 2008 Annual General Meating 10 apprave the issue of:

i 00000 parformance-reiated options 1o Or Chick which will have ¢
20 per cent poremium 1 the Comgany's volumse weightad Gver
year The optionss will he issued under the Avex
2008 and 50 ey cantan 1 July 2007,

T exarcise price of $0.1%, based on a
@ days ol share wading i the 2008 financial

Tand will e exercisable 50 per cent on 1 uly

i)
o
=
=

]

mployee Share Option Plan |

i 600,000 options pursuant w0 D Chick's contzact of employment, Thase options witl vest 40 per cent on the date of issue, 20 per cent

o the second anniversary of the issue date and therssftar 20 per cent on each subsequent annvarsary of the issue date, Tha options
will e issued under the AESOR will have & Tve yaar term and an exercise price of $0.40.
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Directors’ Meetings

e number of Directors” mestings (ncluding meetings of commitiaes of Diectars] and sumber of meelings attended By each of the
Crrectors of the 'i,(}m;Ja n_y {:I urirkgy the financial year are:

Board Meetings Audit Committee Meetings

Attended Held® Attended Helg®

Gr H [ &l

{hom 7 Sapembar 2004) 14 14 3 3
[r 4 Chick

ifrarn 7 Sepiembar 2004) 14 14

Cr Pt Smith

oy 25 Oclobar 2004) 3 4

M H A Cameran® 15 16 3 3
M A WM Boyd

oy 25 Oclobar 20041 4 4 “:. 1
Mg R M Fry

oy 25 Octobar 2004) 4 4

il Represanis the number of meezings helkd dung the tme that the Director held office.
it Ms H A Carmeron was Chakman between 1 July 2004 and 7 Sepiember 2004,

Dividends

Trie Directors do ol recommend a dividend be paid or declarad by the Company for the year No dividend has bean paid by the
Corpany Snce s incarporation on 7 A 2804,

Significant Changes in the State of Affairs

Other thar as detsied elsewhers within this inancial report, there has been no significant change in the state of alfzirs of the Company.

Envirenmentat Regulation

The Company’s operations ar net subict 1o any sigr ik erwircamantal reguiations unda either Commonwesith or Stale legislation
Tria Drectors believe that the Company 8% sdequata systams in place for the managerment of 15 enviranmenial requisemants and is naot
aware of any breach of those envirernmmantal requiraments as thay apaly 1o the Company,

Likety Developments

Information about likely cevaloprents in the operations of the Company and the expectad results of those oparations in utre financisl years
1S not beest inciatad in 1S report. bacause disclosure of the information woald e Brely 10 resull is urirgasonable arejudice 1o the Campasny,

Events Subsequent to Reporting Date

Triere has sot adses in the intervel between the end of the financial yesr and the date of this report any item, ransaction or even: of a material
and urusual nature kely, i the opinien of the Directors of e Company, o afact significanty the operations of e Company, the results
af s operations, o the state of affairs of e Company i future financial yaars,

Indernnification and Insurance of Officers

tndermnification

Trig Company has agread to indermnily twe followng curent Brectors of the Compary, DrH O Nial, Dr . Crick and Ms H A Cameron
agansl lishiity aris Clor acting &% a Dractor or other Officer of the Company, The xlemnity inchudes & right 16 racuys
the Compaity 10 maintain Direciars” and Officers” insurance thal exiends o lormer Directors, The : 'zly provided By the Company is
an gniimited and continuing ndermaity irespective of whether & Direcion ceases 1 hold any position in the Company,

G &% & resuit of a Dire
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Insurance Premiums

Since the end of tha financial year the Company has paid an sndisclosed pramium for Disctors” and Officers’ Liabiity insurance, for curent
and former Directors and Officers including Executive Ohicars of the Company, Thg Directors have not contrivuted o the payment of the
policy pramium. The Drectors” and Oificers” Liabdity insurance palcy covers 188 Diractors and Officars of the Company against 1ss ansing
frern any claims made aganst thermn during the perdod of insurance {including company rembursement) by reason of any wiongful s
committed o alleged w0 have heen commiltad by them in their capacity s Dirsciars o Oificers of the Company and reparted 1o he
insurers during the palicy periad or i exercised, the extended repering pesiod.

Company Secretary

Ms R M Fry hias bean the Carnpany Secrelary of Avexa Limited since incorporation in April 2004, Ms Fry zlse hakds the rale of General
Caunsal and Company Secre 1 Corperaten Limited, & mle she has e sinee Novermber 2000,

Rounding Off

The Company & af a kind relermed to in ASIC Class Ordar 8877100 dated 33 July 1898 and in acoordance wit Class Ordar, amourts
i the firancial report and Girectors” Repart have bees reundad off 1o the nearast thousand dollars, unless otheswise stated.

tead Auditor's Independence Declaration Under Section 307C of the Corporations Act 2001

o~

fe Lead Awditors independence Declaration forms pert of the Directors” Repon Tor the year endad 30 June 2008 and is set aut on page 28,

Non-Audit Services
The Taliowing non-auadit sendces wers provided by the Campary's sudican, KPMG, during the mancial year, The Directors are satisfed dat
the provision of non-audit services is compatibie with the general standard for independance impasad by the Comerations Act 2007 and

I scope of each of the nes-audi services provided mesns that

withy the Company™s own Auditan Indepandance Policy, The nature and
Auditor independence was not cormaramisad. KPMG recevadd or is dug 1e receive the Toliowing amaounis far the provision of the foliowing

SEIVECRS

Statutory audit services $£6,000
Capstat raising due diligence sanvices 449,750
Totsl $495,

Hemuneration Report

The Rermuneration Report forms part of this Directors' Report end s sel aut on pages 23 (o 28,

Dated al Malpausne this Bth day of August, 2005, This repart 5 made with g resalution of the Directors,

0. 4G .

Ms H A Carmeren
Man-Execuiive Direclor

A Limiteo - Aol
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FOR THE YEAR ENDED 30 JUNE 2005

Directors’ and Senior Executives’ Remuneration

)

Thie Board assurmias Ll respansibility for remuneration pob and packaces appicable o [ tors andd Sanior Execut
The Broac remunaration policy 5 1o ensure the remuneration package approprizigly rellecis e person’s duties and responsii
Ihat remuneralion levels are competitive o atlracting, retamning and motivaling people whio posses :
Employess may recaive incentive peymerts remunerated a5 cash or share options based on tha a
Lt parforrs > of the indivicual and the Company as datermingd by the Drectors. Incentives are proviced 1o sanicd m

achisvermant of individual and strategic ohjectives with the rosder view of creating valie ko shareholders.

26 of the Company,

35, Aand

wvernent of spedific goals re
gers for the

Fixed Remuneration for Employees

Fixet: ramunaration consists of a base remuneration packags, which inchides Fringe Senefits Tax calculated on any salary packasing
afrangernents and empicyer contsbusEens 0 suparannuation funds,

Fixacd remunaration levels for stafl are seviewad anvualy by the Semor Management group, referred 1o a3 the Senior Management Team

¥

ST, through & process that consilars the amployees parsonal development, achievemant ol key perlormance objectives i the year,
incusty nenchmarks whersver possibie and C woommesdlations for salf are oiven By the ST 1o e Chiel Executive Oficer {0E0)
for approval, The CEQ conducts the review of e SMT and makes recommeandations o tha Board for aporaval,

Kay Perlormance in ors (KF1s) are individuatly Lailored by the SMY for each empioyee each year, snd reflect an assassmant of how
thatl amployes can fulil they particutar resgansibilities in & way that Dest contributes o Company performance and shareholder weallh in
it year, KPS and emunaraton lavels are set for the SMT by the CE0 and for the CEC by the Board adapting the same process as
that adopted for stalf, with ciose alignment 1o each individ if
sirategic objectves of the Campany.

1

s ol and responsiiny within the organisation and in conjunoton with

Performance-Linked Remuneration

Al employees oty than Non-Executve DEectors may receive incentive payments and/or share opiicss basad on the achievernent af
specilic coals related w [ perfarmance against individual key performance objactives and 1o the perdformance of the Company as a

;
whoie as determined by the Direclors based on a range of factors, These factors include aditional financial considerations such as oper
ertarmance, cash corsumation ana deals conciuded and aiso bxluslry-speciic factars relating o the sdvancament af te project postfelio,

introciuction of new projecis o B portfolio, collanorations snd relabonships with scientifc inst and iftamal empinyees,

Employment contracts for swall ather than middla management provide for ncestive remuneration of un o 10 per cent of their tatal fixed

remungraion package Ethaugh figher incentive remuseration gaymernts may be mada at tha Baard's discretion). Typically incentive

i Lot

Triz Board at its sola discration determines the Lot
annuaiised salaries for all amployees employed as at the end of & nciat year with ore rata reductions anruEsed salary mada
for any emalayes nol emplioyed {or the entire financial year), Once the Bosrd has determined @e s performance-inked semungration
Fayeii aeross the Company, SMT members assess tha performance of each individuat stall mamber within thel departmant, relatve
1 that staf member's KPS, and decile bow much parlormance-lisked remurneration shoudd te paxl 1 thal persen.

Thie SMT members have Tull discreton 1o sward ndividual empoyees i excess of o7 1ess than the perlormance-iinked remunseration
percentage determingd by e Soard, depandent upan their assessment of the empioyea’s perfarmance for the Enancial year, pravided

5] {ereents

| rErmains within the &l

Thie CEO makas a recommendation annually 1o e Board
and processes as those adoptad for all staf

iy raspect of incentive rmmaenesation far the SMT based on the same principies

e

The Board samilarly raviews the parformance of the CEG and resolves accardingly on the apgropriate keved aof performance incentive t be paid,
| R i

Cortratiuat arangemants wid: the CTED for the Bnancial year endac 30 ane 2005 were thar he CEO would De emitled 0 an incanive

Fayment i the Soard determined hat the KRS set far the TEO had bean mel,
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CONTINUED

ncentdve payments are made belore the end of Augustin the year Toowing the finascial year perfarmance review pariod, Whilst $671,000
has bean accrued during the Bnancial year by way of anempoyee banelil arevision, thers have baen ne incentive payments made in tha
2008 financial year a5 these have heen assessed and approved after year and and will B2 Hrought o aCCaunt &% remuneration in e year

endet 30 Jung 2006,

ul

The Chialf Executive OHicer has the discretion to recommernd the offer of options 16 acouire ordinary shazes o any marnber of siaff i
recagrition of examplary parformance. Such aptions are ikely o vest immediataly unan issse given thal they sre issued as a reveard fay
pash performance rather than &% & long tarm incantive, Any issug af 0ptons prapased as incantive remunaratian requires sporoval by the
Board and is subject 1o the aation linis impasad by the Corparations AcL.
Performance Management and Development System
The Company les asteblishad a Performance Managemant and Developmeant Sysiem PMDS] the objectives of which ara o
improve the guality of work, efficiency and productivity of a8 stalf thrasgh contnual skilis improvernest and threugh gaining new skiils
and knowledgs:
recOgnise current skils held against kentified core compatencies:

dewelep snd mpmeant raining plans rekvent 10 Avexa s Dusiness neads;

itentify caraer streams for it employees, cuthning their progression from curent skills levels as
implemented; and

g Gl on-the-joly Rarming

daveiop & raining/developmeant pracess that provides malility of skdls LIRPOMS 50U SUCCESSION DENNING processes,

AL e Deginir iaf year, incdividual ard leam perfonmance for the pravious year s assessad for every amployee by their

lirte manager and new oligctives sel far the farthcoming year. Thiase objactives include department g praject specific objectives wgether
withy individual stratch objectives, challanging, re i and personal develbnment oliactives taforad o he ampioyee’s rok within the
QIEENEATaN. Measurement, managameant support, target dates and raingyy course raquiraments are ail sel. Progress sgainst tha objectives
i reviawid duriag the year and percentage achiavament concluded & tha end of the year whereupon the o L The olnuls
of this process form the basis of e jats personal incantive remunaeration.

Contractual Arrangements

Al Avexa Execudve Officers, comprising the SME are empioyed undar contyacts with the Taliowing cormmon terms and condidons:
n fined 1@,
a0 lenmisation paymant prescrined;
arminabia by either pary on the giving of six months natice in writsg dudng the Test 12 month period of employren axpring on
30 e 2005

sl hrealtay three months; anc

the Cormpany may terminate any contract for Cause as defined,

Thesa clauses are the same for the Chel Executive Oficer's contract except that & six month notice period remaing in place at all tines,

tong Term incentive

£ram e 1o time Board appraval may ba sought

prowiding 2 feng) e incentve for pararmance and loyalty, Ary such options are issued under the AESOR The Board's appraachio t

issue of opHens under the AZSOPR during the 2005 feancial year, belng e Iirst year of aperation of the Company, has Been 1o selan
: igndicantly highar than the markel share price as an effective performance hurdle,

for the issue of aptions w0 acquire rdinary shares to stal and the SMT as a masns of
he
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5 fatows:

s order 1o givie e ncentive a macdum 1o ong @ impact, the options have a fve year He and g vesting profile

il westing within 12 montis of issue:
40 ner cent vesting between ong and lwd years of issue,

20 per cent vestng hebwaen btwo and yee years of issug;

L ana

20 per cant vesting between three and four years of issue
20 per cant vestng hetween four and five years of issue,
I3 setting the exercise price of $0.40 for the 200% offering of optians o stall and Dxecutive Officers, & pramium was set af 10 cents per

apgon to te Company’s pre-listing rmarket {ZH{Ji{J}.ﬂISdUQII approximating 30,30 e share in order 1 provide an eflective perfarmance hurdie
and parformance incantive Tar a8 option recipi

Other Benefits

Iy adalition (o the fixed and al-fsk remuneration, the Campany provides salary continuancs covey iol s parmanant emgicyees engaged
inmore mhan 20 Hours work per week and pays the admanistratian fees o7 employees garticipatr e Aon Master Trust suprannuation
fuscd, The valug for Other Benelis in the remunerston Lable reprasents e velse of motor vehicle casts salary packagad By the Drecutive,

Director Remuneration

The Constitstion and the ASX Listing Rules spacity thal B aggragate remunaration of Non-Executve Directors shafl be detarmingd from
lirme f0 Lima by a general maesting, An amaunt not axcesding the amoun A plomj by shareholders is then dividad batwean the Dirsctors
as agreed by the Board, No amourt has yet hean determin adl al & general masting given that the firsh such meeting wilt e held in
Qclober 2005

Mon-xacutive Direclors do not receive perfermance ralatad remuneration and tie structure of Non-Executive Diecser and Senicr Management
wuteration is separate and distinet. Non-Executive DEectors do nol eve contiacts of ampoymant Dol azg reguired Lo evidence their

=..:|'1d'\“3tf niding and camatance with the Bosrd policies of Avexa Limited. These Board policies do not prescrine hov remunaration levals

for Non-Executdve Dreclors are madifiad ram year (0 y’-\-.’-?r Hermunersbon Byvels ara 10 be raviewad by the Board each year Laking into

account cost of fiving changes, changes to the scape of the roles of the Directors, and any changes reguired o meel He principies of

1her averall Board policies,

Girectors” base fees are currently 540,000 per annurm wisy $80.000 or the role of Chairman, inchesive of duties associaied with participation
in the Avexa Acdil Cammitles,

Directors’ and Executive Officers’ Remuneration Table

Detais of fe nature and amount af @ach major alamest of the rem: ;m‘ml:( 1 of esch Dreclor of the {';{')rrv'J-:-?r]y anct aach of the samed Oficers
of tha Compa ny recaiving the Nighast remaneration far @e pericd tat the Directar or Officer held et position during e current financial
yasr Eare beng no comparative yeart are shown i accordance with Accounting Standard AASE 1046 "Direchy and Execu

Disciosures by Disclosing Entites’ and with the Caorporations Act 2007 i the foliowing table.

W

Thare has Baen na exercise of optons durdng He linancial ym” There is no camponent of the values recorded in s ollowing table unsder
the heading "Shares and Options ssued’ that relatas 1o optons that have Id[;‘:E‘(J durleg the linancial year,

L g of the Company’s policy i ralation [0 e propardon of remuraration that i performance related are providacd earfier i 18 repot.
the v Directors @ Bxecutive Oificers” ramunaration tabla, detais of their ACE CORTacis are provided earlier

f 15 narmed i e i
in this report. Figures in brackets rep; SICEMNAge of remu

112 valie oF opton
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CONTINUED

Other

Primary Post Equity Compensation

Base Employment  Compensation Termination
Remuneration  Non-cash  Bonuses/  Superanmuation Shares and  and Retirement Total
(Salary and Fees) Benefits  ncentives Contributions  Options issued Benefits  Remuneration

% % ¥ 5 5 % 5

Directors
Mor-Fxecutive
Or w5 Nia 50,127
Ms H A Camere
My A M Boyd

5 R M fry

Expotive
Do) Chick®
Or 2 M Smith

142,918 20,084 - 27,490 - - 184,502

203,045 20,084 - 74,1487 - - 297,320

Executive Officers
fexcluding Directors)
The Comipan

Currant

fr ) ) Chic 20442 4,434 - 2,239 - I
Or ) AY Coates 177,965 14,370 - 12,000 1,252 {725 - 225387
Or 5 W Cax 120,333 22559 - 11,340 10,252 (9.5 173,584
or ) Deadman 3,887 22589 - 5,659 30158 (7.5 135,077

412,401 653,852 - 34,248 42662 {7.6%} - 558,163

aive Officer on 7 3

flicer headiag and the

Executive Daector and Chisl Dae
eftacted pnder the Brecutive OF

B D} Chick was an Executive Officer anti his sppomtroen
period peorte D Chick's appaintment as a Dikector has baeen s
for the year has been reflectad as Executive TIecton ramitine

i1 The Company empoyed only these persons duwring the # At year it an Drecute Dfficer capacity

@Al Diecior fees sacrficed dirsctly nto stperanmuation.

i the shove tatda, the Tair vaive of the oplions grantad o Executive O has heen calculatad based on the val
] & weluation model thal takes inta account tha perlonmiance hwedies and vasting penod relad o those aptions. The vai
s the portian of e e value of e options alocated 10 this reporting period,

at the data of grant

5 (sekosed
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Post Reporting Date Option Movements

A3 part of the pedormance-linked remunesation siretegy since repesdng date the Carmpany's Board has passed the faliowing reseiutions:

i o offer 480,000 options o Executive Officers at an exercise price of 30,19 based o a 20 por cent pramim o e Company's volume
weEighiad average share pice for the first Bve days of share rading in the 2006 financial year.
centan 1 July 2006 and 50 par cent e 1 duly 2007 and

he options will be exercisable 50 per

il o offer BO0,G00 options 1o D Chick subject o shareholder approvat at the Comgany’s 2008 Annual Generat Maating, The 500,000
options wilk have & five year team and an exercise price of $019 basad on a 20 per cent prermium  the Campary's volurma weighted

re price for the first fve days of share rading in the 2006 financial year. Tha options will e exercisable 50 per cent on
1 Jugy 2006 arad 50 par cent an 1 July 2007,

Az part of the Comcany's [ong w©im incentive stratedy, subsaouernt 10 reporting date, the Companty's Board of Direclors has also approved
1 issug of 20,000 cotons (o all slad other than the CES (inciding Exacutive Officers) at an exercise price of 3018 based on a 20 par cant
rernium o the Company's velume weighled aversge share wica for the first five days of share uading in the 2008 financial year, Tha options
will Dy exercisable 75 per cent on b July 2008 and 25 per cent on 1 July 2007,

Shareholder approval ab e 2008 Annual General Meeting wilt be saughy for g issue of 800,000 opticns pursuant o Or Chick’s contract
af emgt (*\;vwn’ These ontiong will vast 40 per cant on the date of ssue, 20 par cent on e second antiversary of the issue date and
theraaitar 20 ;Jer canton asch subseguent anndvarsary of the issue date, The optons will De issued undar the AESOPR, will nave & five year

arm and an axarcise price of $0.40

Shares Issued on Exercise of Options

£

Buring or since the end of the
of DpHens.

rancial year up 16 the date of s report the Company did not issue any shares as & resull of e exercise

Alteration to Option Terms

Thare has Baen na akeration o opdion larms and canditions during or sinca the end of the financial yaar up 10 the data of Wis repon.

Fair Value of Options

Tie fair valug of the aptions granted W0 Sxacutive Directors and Officers in e above lebies have been calculated al grant cate using

a biromial valgation model that takes inte acceunt the performance hardles and vesting periad raiated Lo $:0%e options, The valug &3

disciased is the portan of the fair velug of the options allacated e this reparting perod in accardance with the five yaar term al the options.

The following fac Amtians have Deen used n determining the fair velue on grant date, Comparative inforrmation has nol Bean
wslated a5 mmkm carlitons were aready included in e arior year valuation.

Fair Value Exercise Price of Shares Risk Free Estimated Dividend
Grant Date Expiry Date per Option Price on Vaiue Date Interest Rate Volatility Yield
12 Moy 2004 30 June 200G 06252 B0.43 $27 5.25% B2.00% Mil

fena Lirted ~ Annuat Report 2005
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Analysis of Share-Based Payments Granted as Remuneration

Datails of the vestng profile of ""‘é! (*ption% grantad as remungration dusing the financiat year [0 each appicebie persen in the Direciors’
and Execative Officars ramunars g s detailed befow. There were 5o optons forfeited during the financiat year,

Percentage Financial Years in Value Yet
Executives Options Granted Vested in year Forfeited in Year Which Gramt Vests to Vestin §
Campany Executives Numer Bate
Dr) AY Coat
(Chied Scientific quif.t“J 400,000 12 Novamber 2004 il - ZO0G-2000° £ 756
Dr S W Cax
(Head af Development) AGG000 12 Novambar 2004 Mil - 200520097 48,156
Hr ) Deadman
(Headd af Chernisiny 250,000 12 Novambar 2004 Mil - 2005E- 20097 33473
1,050,000 127,985
# The i prafile for these options 15 as ollows:
4G ner cent on T Aly 2005
S 20 per cent on 1 Auly 2008
S 20 per cent on 1 uly 2007
S 2 nercenton 1 Auly 2008

The fair valze of aplions issued has be
resiuneration for the 2008 Bnancial year. The opticns Go nol entitle the halder to padicipate inany share i
other boedy corporate,

sonartiariacg evendy aver the fowr year vasting profia of the option giving rise 10 & fair values
af the Company or any

Analysis of Bonuses and Incentive Payments

na bhonuses or incantive payments were made during the year under the Company's PMDS, The annual review [r0Cess waes Conciuda

alter reportng date and & board resolution passed 10 grast O Chick 500,000 options subject to shareholder approvat st "1.9 f(*f‘?‘s{:o.m|'1q
Ansual Genersl Maeting plus 360,000 cash, w0 offer the S’\/‘I arn wgate 480,000 oplions 1o acquirg ardinary shares, a0 1o remuneraie
staff an ageregate $16,100 or 167,000 options. This in nezation has not Bean includacd in the remunersgon ables and wilk be

reparted s 2000 Hnancial year remuneration

Consequences of Performance on Shareholder Wealth

I congidering the Company's pardarmance ansd benefits for sharehoidars weally, the Boanl has regard 1o a bvead range of actors, some

ol which are lingncial and atbvars of which ralate 1o the scientific progiess on the Comparny's prajects, relationship buiding with research
IFSLUONS, propets -z:uod';{:vd stalf developmant el The Board has some bul nob absolute regard 10 the Company's resull and cash
consumation for the year, & doas not ulilise eamings per share as a performanca maasura noy deas it (:f}|1'¢-‘|z’1[.;fé;t9 consideration of &
chivicdendds in the short 1o medium e diven that ait efforts sre curentdy Deing expended (0 buid the business and establish
revenug strearns. The Company is of the view that any adverse movemnent in the Company’s shara ice shouil sol be a pusnitve ﬂar Lor
v oassessing the parfarmance of individuals other than the Chiel Execative Oficer for whiom it is included within the averall measura of
perarmance against ndivicual aniectives,

A Limiteo - Aol
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UNDER SECTION 307C OF THE CORPORATIONS ACT 2001

Ta the Directors of Avexa Limited

| declare that, w the best of my kaowledge and Belied, & relation 1o e audit for the finan

Al year ended 30 June 2005, there have bean:

i ne contravantions of the auditer ndependanca requiramants 235 sel oul s e Corpoerations Act 2007 in redation 10 the audit, and

filne contravantions of ey applicable code of professional conduct in relation 1o 1

KM

B See

iy

Meslncaur e
8 August 2008
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FOR THE YEAR ENDED 30 JUNE 2005

Discussion and Analysis of Statemernt of Financial Performance

The Company's revenue K the period cormprisad bank interest of $668.000 generaied Fom the operating account and Fom inveshmant
of surgius funds in capital stable, bank erm deposits,

inchuded within aperating expanses for the pariod arg the faliowing significant tems:

(i} Amortisation of Intellectual Property

The Company 5 amartising the 12 million cost of its mellectual arapeiy on e siraight ine basis over the first 24 months of operations
of the Campany, Qiving rise (0 an amariisaton chargs for he year of 56 millon,

fii} Contract Research and Development Costs

Costs mcurred far the year of 34,7 millon reflact extarnal costs
inforrason Memorandusm alug costs of $2.5 milion ¢
triai for g in-licensed HIV project referrad 10 a5 AVKT

2ach of the three projec

5 covered wilhin the desmarger

filiy Employee Expenses

Ervployes expenses of $1.5 milion comprise the emalayess who transferred acress o the Armrad Comaoration Group on 1 uly 2004
ogether with they amployes antiderents Hus new empoyees recrsited durng the year for the Phase b AVXTS4 clinicat trial and for the
establishment of an in-hewse chamistyy capability, Director remunersion costs arg also ncluded within this figurs,

Discussion and Analysis of Statement of Financial Position

fiy Cash Positiorn

ransaclion costs of $0.% million

cash Bows, which include e $2.5 midion purchase of clinical wial product for the Phase iy AVRT54 rial
lENG e year end Datance of availabie uncs of $15.7 million.

The Company was damarged with $712 milion i cash and subsequently raised $7171.5 milicn, fom which
weare deducted. Onerations

wire $65.9 milion, theraby res

(i Contributed Equity

Ll

I addition o issuing equity for 812 milon in cash upon demeargern, the Cormpany ssued $12 milion in aguity Lo acquie the int
progerty baisg written off over 8 two year period cemmencing 1 July 2004, Throush & Placement 1o Soahisticatad kwvestors and a capitat
E: . the Company reisect a further 37115 mifiion Fom which ransaction costs of $0.9 milion have Deen appliad,

fiity Tax Benefits

Given the uncertaintes associatad with thair recovery, the Company has not recognisad any deltarad 1ax Denalits relating o incame x
Inssas recorded far the inancisl year,

Discussion and Analysis of Statemernt of Cash Flows

{i} Proceeds from issue of Share Capital

The proceeds from issue of share capital reflect tha above ssues of equity and the fact that © wsLad

wes Dy way of acquisition of inteliaciual (woparty father than cash.

siceration for $12 mifion of 2

(i Property, Plant and Equipmert
The Company Bas @ Lwo year oparating lease covering mast of is operational assat reouirernents suceh st only 57133000 of capital
B0 L A G e : stowhich depreciation of $32.000 has besn recorded.
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FOR THE YEAR ENDED 30 JUNE 2005

Cormpany

2005

Note 5000

Other ravenues from ordinary activites B4
Total revenue from ordinary activities 669
Congract resaarch and devalopmeant costs 208 4,654
Employes expansas i1.432}
Depreciation 2
Arnartisation of intelactus proparty 65,0001
Qeoupancy costs (21
Consuling costs (214}
Frofessional senvices [3h5}
Traval and acconimadation (244}
Raw materiais and consumabing used (141

Assal ma

TN EADENSEeS (218}

Irssrance (153
Other expenses ram ardinary st 20 3685}
Prafit/fioss) from ordinary activities before related income tax expense {13,536)
[neome fax expensae relating 1o ordinary activlies

Met profit/ioss) {13,536)
Met profit atiributsiie 10 cutsiche anuity interests

Total changes in equity from non-owner related transactions attributable

to members of the parent entity 4 {13,536)
Basic earmings per share jordinary sharas] 4.4}
Diluted eamings per share jordinary shares) 4.4}

The staterment of fnancial performance is to be read jo conjunction with the discussion and analysis on page 30 and notes to the financial
staterments set out on pages 34 o 38,
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AS AT 30 JUNE 2005

Company
2005
MNote 3000
Current assets
Cash assets 15,727
Racaivables 64
Cithar a1
Total current assets 15872
Non-current assets
Recaivables -
irtangities £.,000
Property, plant and equiment 127
Dofarrac 1ax asseis -
Total non-cument assets 5,121
Total assels 21,993
Current kabilities
Payables 687
2rovisians 154
Total current liabilities 841
Non-current liabilities
2rovisions 44
fotal non-current liabilities 40
Total [abilities 881
Nat assets 21,112

Equity
Contributedt equity
AL a0h losses

I

Er

Total equity

The staternent of financial posiion s to be read in confunction with the discussion and analysis on page 30 and notes (o the financial

staternents set out on pages 34 to 38,




FOR THE YEAR ENDED 30 JUNE 2005

Cormpany
2005
5000
Cash Hows from operating activities
Cash receipls in tw course of eperations 263
Cash paymants in he coudse af nperations 7 e
Fierest received 6525
o taxes paid -
Net cash used in operating activities 6.874)
Cash flows from investing activities
Faymants [or pragesty, pant and equipmean 133
Net cash used in investing activities {133}
Cash flows from financing activities
Frocaeds Fom issue 2 Capital 23,521
Costs of raising shete Capi; (573}
Consid (1 Eor taking on employee entitlemants a6
Net cash provided by financing activities 22,734
Met increase in cash held 15,727
Cash at the beginning of the financial year -
Cash at the end of the financial year 15,727

The statement of cash fows is to be read it corgunction with the discussion and analysis

set out on pages 34 1o 38,

on page 30 and notes to the financial staterments
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FOR THE YEAR ENDED 30 JUNE 2005

1. Basis of Preparation of Concise Financial Report

The concise Enancial report has bean orepared in accordance with the Comparations Act 2007, Accourting Standard AASE 1039

Groun Consensus Views, naiat statements and specic disclosuras

s Deen devved ram the Company’s (ull linancial repod far e linancial year Other information includad in the
stant with the Company's kel financiat repor, Tha condcise financial reporn. does sol, and cannol De expect
ing of the nancial performance, financial position and nancing anc nvestng activities of the Zompan

I 1

‘Concise Financil Reports” and applicable Urgent 15sues
required by AASE 1038
concisa financial report s con
o, provice as full an understar

a5 the fl fnancial report,

The concise financial repon Bas been wepased o the basis of historical costs and excent where stated, does 5ot ke B0 account changiyg

mensy vikas or fair values of nan-Curent assets.

These aocouding peicias have baan con Ly appdiad By the Company throughout e financial year A full description of the accouniag
W1 : I H

policias sdoptad by e Company may be found in the Company's full Bnancial report, Given that this is the Tirst period of eperation far the

Camparty, there are no camparative figures svailabie,

2. Profit from Ordinary Activities Before Related Income Tax Expense

(a) Individualty Significant ltems Included in Profit From Ordinary Activities before Related income Tax Expense:

Company

2005
5600

Contract research and devalopment axpendiurs 4 654
Direct research and davelapment axpenditura 1,480

Research and Development 6,634

(b} Profit from Ordinary Activities before Related income Tax Expense has been Arrived at After
Charging/{Crediting) the Following items:

Dapraciation of Hant and egquipment 12
Amorgsation of intellectual propeny 65,000
Amcunts ransferred woAiomy) provisions &7 employes entiiameants 155
Dperating Base rental expense 120
{c) Other Expenszes

From operating acthitios

Corporate administration 104

—
[

irelleciual oreparty managamant

Advertsing and promation 75
Waorkplace admi i 82
FINANCE Axpensas &
Cthar expnses &7
Other expenses from operating activities 366

| Awens Limitend - Annuad
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3. Segmernt Reporting

ang-infective research and development and in & sisgle gecgraphicat

Hlected in tha results and balances reported in the Siatemenis

TN OIS
are fully re

The Company cOmMprises a sngle Dusingss s
segment heing that of Ausirata, Therefore the segment details
of Financial Pasition and Financial Performance.,

4. Accurmidated L osses
Company

2005
$'000

Accurnulaied losses at e baginnig of the financil yesr -
Met profitfioss) attrbuzable @ members of the Campany (13.536)

Aceurnulated fosses at the end of the financial year {13,5386)

5. Contributed Equity

tssued and paid up capital
000 Number

137,638 452 ordinary shares, fully paid 34,648 1376748 452

Movermnents duing e yearwere as folows:

Balance at the begnning of the financial year - Z
Consideration for scouisiion of inteliacius propeity 12,000 410,158,000
Share capita issue 12.000 40,158,000
Shares issued upon demarger a5 part of raunding up of Armrad shareholder entitlemant - 100
Flacement 10 Sophisticatad Investis &.A03 12,003,000
Shares offerac under 15 February 2005 Praspacius 5BG0 25,000,000
Friarity Offar shares issued under 15 February 2008 Prospactus 1.52% 7504 350
Placement of Shares 1o Shire under Shire Licence Agraemant 2000 10,000,000
Transactian costs relating 1o Placements and Prospectus offars 873

Share capital at the end of the financial year 34,848 137,916,452

Terms and Conditions of Ordinary Shares

Haolders of ardinary shares are entitied 0 one vole per share at shareholders” meeatings snd o raceve any dividends as may be declared.
I the event of winding upz of the Compary, ordinary shareholders renk atter alf crediters and are fully anvitle

Opticns to Acquire Ordinary Shares

Craring the financial yaar 1,500,000 opions were issued o employess under the Avexa Empioyes Shars Option Plan,

A furthes 4,000,000 options ware issued (0 Shive Siocherm e, (Shie) during e fnancial year in accordance with the Shire Agreemeanl
referred 100 the 15 February 2005 Prospectus, Iz addition (o the 10 milion osdinery shares alreacdy held, Shire has the option ta acquire
a further four mifian shares in Avexa gyough the axercise of I3 options. Pricing of the optian is set by relerence 16 the Avesa share price
30 Business Days either side of the ASX armouncemant of the Phase i study results selating o the AVKTS4 cormpaund. Shire may axenise
the option @t any eme betwaan 17 January 2008 and 37 Zanuary 20720 The Opton tarminates 4 the ieence agraamant hetwaaen tha
Cormpany and Shire is e,
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CONTINUED

6. Dividends

There wiere o dividends pakd during the Francial year and tha Direclers do ot recommend the payment of a dividend in respect of the
Fnancial year endad 30 June 2008

7. Contingent Liabilities and Contingent Assets

Delaits of condngent fabiies and contingent assets where the probahiity of fature paymanisfrecainls is not considared remote ane el oul

e, a5 wal as detaits of contingant fabifties and condngent assels, which although considered remote, the Dyectars consider shauld

b disciosed. The Directors ate of he opinias thal arovisions are nol required in rasoect of thase mattars, a5 hie that & ke
saceiiica of ecanomic dDenefits will e recured of the smount & not capabie af reliabi measuramant.

it s e ;.)[I’)\

Contingent Liabiliies not Considered/Considered Remote

The Company is sol aware of any contingent liabilities capable of having a material impact an e Company,

Contingernt Assets not Considered Remote

The Company is sl aware of any contingent assaeis capable of having a matesal impact o the Zompany,

. Impact of Adopting Australian Equivalents te IFRS

?OI s pon W; aeriods begrnisg on ar ailer  January 2008 the Compary must comply with Ausiralian equivelents @ Internationzl Finandcial
arclards [AERS! as issued by the Aastzalian Acocunting Standards Board, This financ ot I'mfe by preparad in accordance
withy Auslralias aecounting standasds and ader nancial reporting requirernenis {Australian GAAP app For reporting perious ended

on 30 fune 2005

The Cormpary has substantally campleted the process of ransitioning 43 accounting policies and finandial reportng rom curent Aa;fﬂrﬂili{-lf?
SCrauniing Standards AGAART o AIFRS which will be applicable for the fnancial year endad 30 June 2006, Ruring the finandcial yesr ta
Company alncatad mersal and external resources 10 conduct mpacl ssessments 10 identify key areas that would De impacied by the
ransiios 1o AR RS and repast o the Company's Audit Committae.

Setout below are the key sreas where accounting policies are PX’)P{"Y—\L‘E 1 change en adoptdon of AFRS ngather with the current bast
estimate of the guantiative impaect of the changes an total equity as at iha date of ransition, at 30 Juse 2008 and oo st profit for the
year ended 30 June 2005,

{a) Reconciliation of Equily as Presented Under AGAAR to that Under AIFRS

Company
1 July 2004
30 June 2005 itransition date}
$'000 5600
Totsl eguity under AGAAR 2112
Adjustments to retained earnings (net of tax):
Facognition of share-basad paymant expense’™ 51y

23087
Adiustments to other reserves (net of tax)
Racognition of share-t [raymant
erpense’ 61

Total equity under AIFRS 21,112 -
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Thig irrpact of rangition 1 AIFRS, including

the trassiiona! adjustments disclesed, are based on AIFRS stancerds thal managemeant
expecl to he in place whes areparing the first compdzie AIFRS Enancial report ibeing in respact of the hal year ending 37 Decemnber
2005). Only a complate sat of fancial stalements and notes ogether with comparative Balances can grovide & ue and & reprasentation
af v Companys linsnciat position, results of eperations, and cash S0ws in accordance with AIFRS, This note pravidaes only a sumimary,
therafare, further disclosure and explanations may be required in the frst complete AFRS Bnancial report for a trug and fair view 16 be
presernted under AIFRS.

Thiare is g significant amaount of judgemnent invelved in the preparstion of the reconciliations o curant Austeaian GAAR 10 AIFRS,
consequently the final recanciliations presanted in the first financiat report prepared in gecardance with AIFRS may vary matarialy from

H0nS provica i this note,

Hevisions (o 1he selction and applicaton of AIFRS accounting policies may be requied a8 & rasul of:
i s i financial saparting requiremants that are relavant o fie Company’s frst completa AIFRS financial report arising rem new

‘(]'L.HHEI']IL:} R

of thes financisd report;

ancars of interpretations ssued by the Aus N ACCOUnENG Standard Saard subsequent 1o the preparation

il sdditiona guidance on the apoicaton of AIFRS in a gartcuiar industry or (o a particular ransacsion, and

fiil] changes o the Company's operations.

The rufes far first tme adoption of AIFRS are sat aul in AASE 1 First ¥4
Reporting Standards. in general AIFRS ac [
as al transition date, heing 1 July 2004
16 reporting under AIFRS,

g Adoption of Australian Eguivalents 1o Intynationat Finasaial

(b} Reconciliation of Results as Presented Under AGAAP (o that Under AIFRS

Company

2005
$'000

Met loss as raporad undar AGAAR 13,536
Hecognivion of share-based payment expensa’™ 51

MNet 1oss under AIFRS 13,597

{1} Share-based pawnents.

Under AASE 2 Share Basad Paymeants, the Comipany wauld recognise the fair value of eptions granted o empioyees st grant date as an
EXOense ON & [Fo-rala hasis over the vasting paricd o the statement of financial parformance, with & coraspondding adiushmant 1O equiy.
Share-hased payments costs are not recagrised under AGAAR.

(¢} Reconciliation of Cash Flows as Presented Under AGAAF to that Under AIFRS

ecl 10 the cash Fows [re

Moy migterial innacts are expe aitecd vndar AGAAR an adoption of AIFRS.

Other Accounting Impact
Impsainment

Ursder currant Australian GAAR the camyirg amounts of nar-curzant a55ets are revis
ard i excass of thair recoverable smounit, ¥ e carmying amount exceads ¢
15 recoveratile amaunt, with the wiile down r/ecog a5 AN BRDense

red st repartinyg dale 0 determine whether thay
s recovershie armount, thes the assetis written down 16
2 ncome statemant i e peniod i which ©accurs,
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Under AIFRS, the carmying amount of nesn-curent assals wifl be reviewead each raporting dete o determine whather there is any Bdication
of impairment. I any such indication exists, the assel will be tested fon impairmant by companng IS recoveratile amaunt 1o 435 carmying
amaunt, A impairment 1088 will be recognised whenaver the camying armaeunt of the asset exc 5 it% recoverable smount, npairmant
Iosses will e recogrised in the come statement uriess they relate o a revaluad assel, where tha impainment [0ss will be treated N the
@ revauation decresse.

511

al the endly leved using undiscaunted ca
() estimatad futs cash fdows discaunted
e OF thie risks specific o the assat.,

creflects the cument markel a55es;

A review of the Company’s non-current assats at reporting date dicd sot reveat any indicaion ol impainment,

8. Events Subseqguent to Reporiing Date

Thers has nat arisen in the intereal betwaan the end of the finencial year and the date af His repodt any item, ransacton or evart of &
material and unusual naturg ke, in e opigion of the Diectors of the Campany, to affect significantly the ope
the resulis of those operations. or the state of aflars of the Company In feure Tinancial years,

Pugnea L




FOR THE YEAR ENDED 30 JUNE 2005

I3 the opnion af the Directors of Avesa Limited {the Companyl, the scearmaanying candiss financil report of the Company for the
yaar anded 30 June 2008, set oul on pages 30 16 38

{a) nas been derved Trom or i consistant with the Rl finasscial report for the Bnancial yeas: and

-

il campiies with Australian Accounting Standard AASE 1039 "Concise Financial Reparts™,
Datad at Metbourma this 8t day of August, 20085,

I3

Signed in accordence with o reschution of the Sirectors,

his H A Camearan
Man-Exacutive Diractor
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TO THE MEMBERS OF AVEXA LIMITED

Scope
The Financial Report and Direclors’ Responsibility

The concise fnancial reporl comprises the statamant of linancial positen, statement of linsndcial performance, statement of cash fows,
secompanyi neles 1o 8, the disclosuras madea by g Company it accordance with e Corporations Regulations 2007 as raguired
by AASE 1046 Directar and Executive Disclosures by Disclosing Extilies on pagas 23 10 27 of the Ramuneration Reporl i the Directors’
Report remunazation disclosures), and the accompanying discussion and anabysis on the statemant of financial pedonnance, statament
of firencial position and statement of cash fows, set cul on pages 30 1o 28 for Avaxa Limited e "Campany™} for the year enda

33 Juns 2005,

The Remunaration Repont aiso conla

Executive Disclosuras by Disclosing

75 information on remuseration net required by Accounting Standard AASS 1046 Director and
5 ot subact (o our sudit,

Tre Directors of the Company ane ssponsibie for the preparation of the conciga francial repart and the Remuneration Repaortin accardance
with Auslralias Accounting Standard AASS 1039 "Concise Finandial Reports™. This includes responsibiiity far e maniens
gecauntng records and intamat cantrols g sre dasigned W prevent and detect frsud and errar, and far the accounting pak

SCCOUNLENG @58mal e £ 1t e {inanciat TEICHE.

Audit Approach
We concucted an indapendant sudit in order 1O exress an opirden Lo e marmbears of the Company, Our gudit was conducted in accordance
it Avstralian Auciting Standards in order 1o rovide reasonable assurance as 1 whather the concise financisl repart & free of materist

msstatement and ©@ ramuneration dsclosunes comply with Accounting Standard AASE 1046 and the Carporation Reguiations 2001,
The natura of an audit 5 nfuenced by factars such a5 the use of profess

inna judgemant, selective tasting, the inherent limitations of ntermsal
control and the availability of persuasive rathey han conclisive avidan sfore, an audit cannol guatanies that % matenal misstatemants
Mewe been detectad. We bave also performed an indepesdent audit of the

ancial repod of e Company for e year ended 30 Jung 2005,
Cur aucit report far the Tull financiad repart was signed on § August 20085, and was nol subiect o any quailication,

Wa nerformad procedures in respect of the audit of the concise fnancial report to assess whather in all materisl respacts, e concise

Erascial repos is ad fairly i accordance with Australias Accounting Standard AASES 10 &t e

Ve formad oo

lie opinion ai the basls of these procedures, which hchded:
« l@sting that the information in the candciss finandial repart is consistent with the Rl Bnancial report, and
¢ examinang, on a est basls, information o provide avidence sugpariinyg e amounts, discussion and analysis, and other disciosues,

webich ware nog directly derived from the Uil inancial report,

While we considared the effectiveness of mansgameant’s intamal controls aver financial repertisg whan delarmining the natuse and extant
of Gur praceduras, cur sudit veas not designed 1 provide assurance on intermal contrals,

Audit Opinion

W owr opisdon, the concise financial report of Avesa Limited for the year anded 30 June 20085 complies with Australian Accourtig

Standard AASE 1039 "Conise Financisl Repors”.

KRG

B W Szentirmay
Pariner
Malbouy e

2 August 2005
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FOR THE YEAR ENDED 30 JUNE 2005

Share Capital

Asab 25 July 2005, the share capital of the Campany was:
sed and paid up capital 137,916,452 ordingry shares

H

(5

Mumber

Murnier af shares guotad an The Austraian Sock txehange Limied

137,618,854

Avexa Limited ordinary shares have peen traded on The Austraiian Stock £

xehanga Limited since 23 Septermber 2004 and trade undey

the ASX code AV Melbourse s the Hame Sxchange, The Company’s seoudties are nel guotad on any other stack axchangs,

Twenty Largest Shareholders as at 25 July 2005
Narme Ordinary Shares Haild

% of Total Shareholding

Arnrsd Corparation Limited 21.062,000 15.27
Fitra Opstics {Aus Pry Lid 15,732,242 13.87
Shire Bincham e, 10,000,000 725
] el s Limited G871, 747 P8

4.62

Lirmited (Black A 5,370,804
vt Corpeation £5,130.632

4.4%5

3.126.270

2.27

1.818.182

1.32

1,250,000

0.5%

James Wilson 1,250,000

0.5%

Clermaeil Ply Lid 1,125,000

.82

Fowers Pty Lo 1,010,000

073

Tha Waler and Eliza Hall Insitute of Medical Research 1,000,000

073

R Costedi Fry Lid 712257

.56

Toles Holdings Pty Lid 701,063

0.5

.44

Sirug Telent Py L1 £80,000
Sayers lnvestm ACT Py Lid #70,250

.44

CRicom Namineass Py Limiad £03,768

0.44

Filiage invastmeanss Ply Lid £00,000

0.44

Bed Pottar NMamisess Lid 569,845

043

Toxal B7.750,380

5363

Substantial Shareholders

Thie following infermation & axgractad om substantial sharehaiding not
winh ol ralevant interesis in more an 5 per cent of the Company's vl

s givery 1o the Company as :
3 shares.

Narne Ordinary Shares Held

25 July 2005 by shs

eholoiers

% of Total Shareholding

Arnrsd Corparation Limited 21,062,000 18.27
s Optics (ALs Py Lid 16,132,252 13.87

4 10,300,000 725

G.08771.7%7 ia

P Limiteo -
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CONTINUED

Distribution of Sharehoiders as at 25 July 20605

Range Holders Ordinary Shares Held % of Total Shareholding
11,000 2292 1420576 1.1
015,000 1918 4,759,157 3.4
L01-10,000 344 2,850,496 2.1
102,001-100,000 48 25053938 18.2
100,000 &t owex 89 F03,792,285 15.2
Tl sharebolders 5a84 137,918,452 100

—

]

The numbear of shareholders ¢
ab the shove Gale, was 3,644,

25 Juiy Z00% with less than a marketable parcal of 3500 warth of shares, hased on the market arice

Shares and Voting Rights

A st 25 July 2005, there were 5494 holders of ordinary shares of the Comgary.

Thea vasng Tighils aliached o ardisary shares ara set aut in Rules 5[0 =
prejudice 16 the provisions of those Rules, sach sha
proxy OF Gomay:

ndd 20 af tie Campany's Canstisation. Iy broad sumsmiany, But without
ehiolder present st a gensral meeting in perses ar by & duly apponied reprasantative,

gl ana show of hands, Nas ene vote except d a shazehaklar has appointed mare Han one Person as a reprasentative, praxy or attemay,
Frwhich case none of those persons is entitled o vota or il a gerson is amiflecd w0 vate in mare than one capacity, that person & entit
Lz only one vote @nd

o an a poll has one voie for each fully paid share haid and for 2ach other s
the proportion which the amoust paid on that share is of e ol
3t N0 armound paid on

ola N respect of the shars equivalant (o
Hoamaunits paid and payable on that shase ab the tima a polf s taken
@ share i adwance of Calis shall b trested as paid on et share,

vt 25 July 2008, there were options over 1,500,000 s granted o employeaes under e Key Emnployas Share
OCpges Plan. Thers are a further 4,000,000 options aver unissued ordinary shares issued o Shire Biocham inc. on terms approved by
shareholders st the Company's General Meating heldd on 22 March 2008, Thare sre na voling rights attachad o either the options or
the undedying umissued ordimary shares,

vact ardinary

Officers

Chief Executive Officer: D Julisn Chick BSe Hars) Phis {la Trobe)
Camparty Secretasy: Ms Robyn M Ery LS, GDLPSA)]

Registered Office

Auexa Limited

76 Swan Street
Richmone Victoria 3727
Taks
Telepbone 63 3 4208 4300
513 G208 4004
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Share Registry

Compagrshare invastor Serices Ply Limied
Yarra Fals

452 Johnston Street

Abbotsiord Victoria 3067

Avslralia

Telephose 1300 850 505 or 871 3 5415 4000

Fz s B 39473 2500

Website  wan COMpUErshare. cam
GeOMpELEerEhar. com.a

il w3 B NOLIns

['.' .

vl for racaipt of 4 Qctober 2005 Annual General Maeting carrespondeance ony: 61 3 9473 2855

Securityholder information

Yo CAN gain Seeess ta your Securitybolding information in a numbar ol wiays, The del:
Comprershars Nvastor Samvices and can be ac 2] Doy, Pledss note your
or Heddar identification MNumbar (HIN) is requirac for

¢

5878 Manag

Irigyhinlcer ¢

ed via the Company’s registian
Aerance Number (SREN)

< as Ol

5E

fnvestor Phone Access

Frovides 12leshong secess 24 hours a day 7 days e waek,

Stap 3 Cal 1300 850 508

Step o Cali 1300 850 58

Shap 20 Entar the first five tters of the Company name - e, Avexa fouch tone 2838
Shap 30 Enter your Security Referenca Number (SRN) or Holder ldeniification Nurmbe: 5
Stap 4 Follow the prompis 10 gain secure, nmadiale access o your halding detads, registration det

N

e

ar [.}E’:]y!'T'IQI'H irformation.

tternet Account Access
Securityhiolders can access their details via the ersal, Compulershare provides lwo levels of srcess Read only and anline partfeio
apdating canatlity,

View Securityiolding (read orly access)

Step b Ga o www compulershsne comiainvesiors,

Shap 20 Selact Securitybolding and enter AVX o Avexa Limited.

Stap 30 Enter Securiyhoitar Reference Number (SREN] or Haldar [dentification Nurmber [FHING

Shap 4 Read only 50eess 1o sccaunt balance, vansaction history, paymeant instiuctions, payment Bistony and sign ug for elcirenic
sacuryhalder commanicad

nvestor Centre {onling portfolio updating capaliity)

Step 1 Ga o www computershare comiau/invastors

Slap 20 Entar User 10 and PIN or access the "Register Herg” hulton.
Stap 30 Follow the prompis 1o registen, For security purposes, Computarshare will genarate a PIN and mait | 1o your registered adriress,

Shap 4 View, avaliale and mansce your partfolio.
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Changing Sharehoider Details

Changes 10 your name o address mast be advised inoanidng 1o Comautershare nvestor Seavices Pry Limited. Il you are sponsored
Dy a Droker, your foUce i wWrisng must be sent 16 your sponsoring roker.

froan

Avexa Publications Mailing List

The Annual Regort is a maor sourcs af infermatian about the Campany, Shasehaklers who do nat wish o recaive this publication oan
assist the Company 16 reduce costs by advising Compulgrsharg westor Services Pty Limitad in wiiting. Sharehalders will continug 16
receve all other shareholder information, inchiding e Notice of Annual Genersl Mesting and Proxy, The Annual Report other releases

and general Company information are zlse availabie an the Company's wabsie al v AVexa . Com.au,

i
i

Annual General Mesting

10am on Tuesday, 4 Getober 2005
Camputarshane Conference Centia
Yarra falls

452 Jobnston Street

Abbogstorg Vicioria 3067

ALstralia

investor Relations

Hyou have any questions or Ssues ragarding your shareholding ar redquire bard cogies of any information postad on Avexs's wehsie,
please contact the Avexa’s Company Secretany, Ms Robyn Fry an 61 3 9208 4300

A3 pwenn Limitend - Annuad

spert 2005









