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THERAPEUTICS

7 August 2006

The Companies Section

The Australian Stock Exchange Limited
530 Collins Street

MELBOURNE VIC 3000

Dear Sir/Madam

Re: PRELIMINARY FINAL REPORT (APPENDIX 4E) (AUDITED)
FINANCIAL YEAR ENDED 30 JUNE 2006

In accordance with Listing Rule 4.3A we enclose the Preliminary Final Report (Appendix 4E) (audited) on the
results of Antisense Therapeutics Limited (Antisense Therapeutics’ or ‘the company’) for the year ended 30
June 2006.

Results
The Directors report a loss after income tax for the period of $5,462,401 (2005: $6,265,839). This result has
been achieved after fully expensing all research and development costs.

The loss for the financial year reflects a decrease in research and development expenditure compared to the
previous financial.

The Operations Report contained within the Appendix 4E attached provides details regarding the progress
made by the company over the period, which have contributed to its result for the year.

Antisense Therapeutics has no borrowings and has cash and bank term deposits as at 3 August 2006
amounting to $8.1 million.

Key Events

s Commencement of dosing in the Phase Ila Clinical Trial of ATL1102 in Multiple Sclerosis patients

e Successful raising of $3.6M in a share placement to professional investors

» Completion of the Proof of Concept Study of ATL1101 in Psoriasis patients

» Positive data from an animal study of a pipeline project

Further details regarding the progress of the company’s operations are provided in the Managing Director’s
Report and the Operations Report included in the Appendix 4E attached.

This letter and the attached Appendix 4E Preliminary Final Report form part of this announcement to the
Australian Stock Exchange Limited.

Yours faithfully

Mark Diamond
Managing Director
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APPENDIX 4E

Preliminary Final Report

Name of entity: ANTISENSE THERAPEUTICS LIMITED
ABN: 41 095 060 745

Reporting period: FINANCIAL YEAR ENDED 30 JUNE 2006
Previous

Corresponding period: FINANCIAL YEAR ENDED 30 JUNE 2005
INDEX

1. Results for announcement to the market

2, Commentary on Results

3. Operations Report
4, Financial Report

5. Other Information

Note: The financial figures provided are in actual Australian dollars, unless
specified otherwise.




RESULTS FOR ANNOUNCEMENT TO THE MARKET

The results of Antisense Therapeutics Limited for the year ended 30 June 2006 are as

follows:

Revenues and Results from
Ordinary

Activities:

Revenues from ordinary activities

Profit (loss) from ordinary activities
after tax attributable to members

Net profit (loss) for the period
attributable to members

Dividends:

reporting period.

Change 2006
compared $
to 2005
Down by 42.84% 484,862
$363,371
Loss has 12.82% (5,462,401)
decreased by
$803,438
Loss has 12.82% (5,462,401)
decreased by
$803,438

No dividends have been paid or declared by the entity since the beginning of the current

No dividends were paid for the previous corresponding period.

Results” on the following page.

Brief Explanation of figures reported above:

The loss for the company for the financial year was $5,462,401 (2005: $6,265,839).

The loss for the financial year reflects a decrease in research and development
expenditure compared to the previous financial year associated with the halting of the
Phase Ila trial of ATL1102. The decrease in revenue from ordinary activities reflects
reduced interest income due to the lower cash balances and the receipt of final
payments under the R&D Start Grant in the current financial year.

For further details relating to the current period’s results, refer to the “*Commentary on




COMMENTARY ON RESULTS
(As communicated in the cover letter to this Appendix 4E)

The Directors report a loss after income tax for the period of $5,462,401 (2005:
$6,265,839). This result has been achieved after fully expensing all research and
development costs.

The Operations Report provides further details regarding the progress made by the
company over the period, which have contributed to its result for the year.

Antisense Therapeutics has no borrowings and has cash and bank term deposits as at
3 August 2006 amounting to $8.1 million.

Key Highlights

« Commencement of dosing in the Phase Ila Clinical Trial of ATL1102 in Multiple
Sclerosis patients

» Successful raising of $3.6M in a share placement to professional investors

+ Completion of the Proof of Concept Study of ATL1101 in Psoriasis patients

o Positive data from an animal study of a pipeline project

Further details regarding the progress of the company’s operations are provided in the
Managing Director’s Report and Operations Report which follow.



Managing Director’s Report

Dear Investors

Twelve months ago I reported on the Company’s decision to halt the Phase 1Ia clinical trial of ATL1102 in
MS patients due to a safety issue not directly related to our drug as “an unforeseen and unfortunate short
term set back to the development plans for ATL1102 in MS”.

Whilst the action of suspending the trial was taken in the interests of patient safety, R&D costs were
minimized while the company assessed the development options for ATL1102.

After a thorough evaluation of the possible safety issues surrounding ATL1102’s use in MS patients, our
expert advisory panel recommended that “As ATL1102 appears to have significant potential as a
treatment for relapsing-remitting MS patients, its development should continue in earnest”.

It is, therefore, immensely satisfying for me to report that after considerable focused effort, we are now
back on track with the development of this compound, having recommenced our Phase Ila clinical trial in
Germany. The study, a multi-centre, randomized, double-blinded, placebo-controlled clinical trial in 80
patients with relapsing-remitting MS, will evaluate the activity and safety of ATL1102, and thereby verify
our drug’s potential in treating this disease. If successful, the trial results will be a huge value creation
event for the Company and its shareholders.

The potential value in our MS program was reinforced by the successful capital raising we undertook in
February this year which was well supported by Australian institutional investors. We believe the strong
institutional endorsement of the raising stemmed from both recognition of the progress and value creation
achieved to date with ATL1102 in MS, but also from a renewed global interest in the potential of antisense
technology generally. This is exemplified by the recent series of positive announcements made by our
strategic partner and major shareholder, Isis Pharmaceuticals. Inc, on the successful clinical application of
the 2" generation antisense drugs, thereby providing important validation for our own 2™ generation
antisense clinical development plans.

Further validation of the potential of ATL1102 in MS and our decision to continue the development of this
key asset was provided by the recent approval of Tysabri® for marketing in the US and European Union.
As previously advised, both Tysabri® and ATL1102 inhibit the same biological target, VLA-4, that has
been demonstrated to play an important role in the progression of MS. Analysts are predicting that the
high unmet medical need in the >US$4B MS market will result in significant sales for Tysabri® in spite of
its relatively high cost and restricted availability. As we expect ATL1102 to have important clinical and cost
of therapy advantages over Tysabri®, we believe ATL1102 has exciting commercial potential upon
successful results from the current Phase Ila trial.

In addition to our lead compound, the Company is fortunate to have 2 high quality projects in its pipeline
— ATL1102 for asthma and ATL1103 for growth and sight disorders. Both compounds have shown
encouraging results in animal pharmacology studies confirming their potential as human therapeutics and
are in a position to be moved into clinical development. The Company’s decision to move these
compounds into development will be subject to the availability of funds and/or potential interest from
partners to in-license these drugs based on the pre-clinical and clinical (in the case of ATL1102 for
asthma) data generated to date.

During the period the Company successfully undertook its “proof of concept” study of ATL1101 in patients
with psoriasis. In this study ATL1101 cream demonstrated activity in psoriasis patients and was well
tolerated. The activity seen with ATL1101 was assessed as modest when compared to that observed with
the marketed psoriasis medications that we also tested along side ATL1101 in this study. Based on these
results, the Company has decided not to continue the development of ATL1101 in the psoriasis indication
and to focus its resources on developing ATL1102 in MS and the other projects in its product development
pipeline.

I am very enthusiastic about the future prospects for the Company. I expect to see continued positive
progress of the 2" generation antisense drugs through the clinic and in turn towards successful
commercialization — this event is close at hand with our own drug ATL1102. Our Phase IIa study is



designed to provide definitive outcomes on the drug’s safety and efficacy, and this strengthens our
prospects of partnering the drug at the end of the study. The 2007 financial year is a pivotal period for
the Company. We are poised to add significant shareholder value and we are 100% committed to
delivering this value by executing on our development plans.

Mark Diamond
Managing Director and CEO
4 August 2006



Operations Report

Overview of Company’s Activities
During the period under review, the following key events were announced by the Company.

» Commencement of dosing in the Phase IIa Clinical Trial of ATL1102 in Multiple Sclerosis patients

¢ Successful raising of $3.6M in a share placement to professional investors. Current cash reserves of
$8.1M are sufficient to fund planned activities for at least the next twelve months

+ Completion of the Proof of Concept Study of ATL1101 in Psoriasis patients

» Positive data from an animal study of a pipeline project

Antisense Therapeutics’ Mission

Antisense Therapeutics’ mission is to create, develop and commercialise novel antisense therapeutics.
The Company’s Research and Development activities are focused on devetoping antisense drugs for
diseases where there is a significant and acknowledged unmet medical need and where the antisense
technology has the potential to provide compounds with clear competitive advantages over existing
therapies or drugs in development for those diseases.

Antisense Technology - How It Works

Proteins play a central role in virtually every aspect of human biology. Each of our genes is a set of
instructions for the manufacture inside the cell of a particular unique protein. Conventional pharmaceutical
drugs typically bring about their desired therapeutic effect by binding to a target protein directly, to
interfere with its action.

Antisense drugs are synthetic RNA-like and DNA-like compounds designed for use as medicines, which
block disease processes by targeting messenger RNA with extraordinary precision. Unlike conventional
small-molecule medicines, the discovery of which requires time-consuming and laborious trial-and-error,
antisense medicines are rationally designed by directly exploiting the huge body of genetic information
now available from the human genome project.

Antisense drugs have the potential to treat a wide range of conditions and diseases including
autoimmune, infectious, inflammatory, dermatological, metabolic and cardiovascular diseases as well as
cancer.

Overall Operating Strategy

Antisense Therapeutics’ strategy is:
s to create candidate antisense drugs for diseases where there are large and/or poorly met
markets;
¢ to out-source pre-clinical and clinical testing of the candidate drugs to expert contractors; and
¢ to commercialise the drugs that are shown to be successful through licensing deals or other
partnerships with major pharmaceutical companies.

The company’s business model of outsourcing pre-clinical and clinical testing minimises infrastructure and
overhead costs. The company works with contractors and consultants on a worldwide basis in order to
gain access to the best possible expertise in each area of the company’s research and development
operations. These outsourcing activities are closely controlled by the company’s management, which has
extensive experience in the research and clinical development of pharmaceutical products.



Isis Strategic Partnership

A fundamental element of the Antisense Therapeutics strategy is its access to state of the art antisense
technology, both in respect of know-how and intellectual property to accelerate drug discovery and
development derived from from its strategic partnership with Isis Pharmaceuticals Inc. Isis currently has
one antisense drug on the market (VitraveneTM) and 14 antisense products in development. Isis has
several partnerships with major pharmaceutical companies.

The collaboration agreement with Isis provides Antisense Therapeutics with access to Isis’s antisense drug
discovery technology to commercialise antisense drugs and manufacturing capabilities.

The collaboration agreement with Isis also provides access to and assistance in expanding Antisense
Therapeutics’ drug pipeline including the rapid generation of antisense lead compounds to new
therapeutic targets of interest to Antisense Therapeutics.

Projects Update
ATL1102 for Multiple Sclerosis

ATL1102 is a second generation antisense inhibitor of CD49d, a subunit of VLA-4 (Very Late Antigen-4),
and is currently in Phase II clinical trials as a treatment for Multiple Sclerosis (MS). In inflammation, white
blood cells (leukocytes) move out of the bloodstream into the inflamed tissue, for example, the CNS in
MS, and the lung airways in asthma. The inhibition of VLA-4 prevents white blood cells from entering
sites of inflammation, thereby halting progression of the disease. VLA-4 is a clinically validated target in
MS. Antisense inhibition of VLA-4 has demonstrated positive effects in a number of animal models of
inflammatory disease including MS.

What is Multiple Sclerosis?

Multiple Sclerosis (MS) is a life-long, chronic disease that progressively destroys the central nervous
system (CNS). It affects approximately 400,000 people in North America and the current market for M5
adrugs is estimated at more than USD$4 billion. It is a disease that affects more women than men, with
onset typically occurring between 20 and 40 years of age. Symptoms of MS may include vision problems,
loss of balance, numbness, difficulty walking and paralysis. In Australia MS affects over 15,000 people
and worfdwide MS may affect more than one million people.

The development of improved Multiple Sclerosis medications is a high opportunity area. There is no cure
for MS - the goals of therapy are to improve recovery from attacks, to prevent or lessen the number of
relapses and their severity, and to reduce disease progression. Until recently steroids were the principal
medications for MS — while steroids cannot affect the progression of MS, they can reduce the duration of
attacks. Interferon beta drugs appeared on the market in the early 1990%, however while they have
proved an undoubted commercial success, they have significant short comings including poor tolerability
and response rates in some patients, and efficacy appears to diminish over time.

Progress

After successful results in preclinical animal studies and a Phase I trial in humans, Antisense Therapeutics
commenced Phase II clinical trials on ATL1102 in December 2004. Although no safety problems had been
reported, Antisense Therapeutics voluntarily halted its trial in March 2005 in light of the safety issues
associated with the competitor drug, Tysabri® (in early 2005 Biogen Idec and Elan Corporation plc
voluntarily suspended marketing of Tysabri® from the U.S. market based on two reported cases of PML, a
rare and frequently fatal, demyelinating disease of the central nervous system, in patients who received
Tysabri®). The relevance of this news to Antisense Therapeutics is that both Tysabri®, a monoclonal
antibody and Antisense Therapeutics's compound ATL1102, an antisense inhibitor, inhibit the same
immune system protein (VLA-4), which has been demonstrated to play an important role in the
progression of multiple sclerosis.

In August 2005, an independent Medical Advisory Board convened by Antisense Therapeutics unanimously
recommended that the Company continue the development of its lead product, ATL1102 in MS and that
the Phase IIa trial be restarted with the addition of certain safety parameters to address the potential
safety issues reported in the Tysabri® trials.




Apart from the addition of the suggested safety parameters, the trial design and clinical assessment
objectives remain the same for the Phase IIa trial as reported by the company when this trial was first
initiated in December 2004 with the exception that anticipated patient numbers have increased from 60 to
80.

The study is a multi-centre, randomized, double-blinded, placebo-controlled clinical trial, in patients with
relapsing-remitting MS. Patients will receive ATL1102 or placebo over eight weeks. ATL1102 will be
delivered by subcutaneous injection on a twice-a-week dosing schedule at a dose of 400 mg per week.
The goal of the Phase IIa trial is to obtain preliminary evidence of the drug’s effectiveness which will be
evaluated using MRI (magnetic resonance imaging) indices. MRI’s will be conducted at monthly intervals
over the 8 week dosing period and at monthly intervals during the 8 week period following completion of
dosing. The trial will be conducted at 9 sites across Germany.

Following the receipt of all regulatory approvals in January 2006, the trial was reinitiated and the
company reported that dosing of patients had commenced on 21 June 2006.

Outlook

Patient enrolment is currently underway at the 9 trial centers and dosing has commenced. The treatment
and patient monitoring stages of the trial are expected to be completed by the end of 1% quarter 2007,
provided that patient recruitment proceeds at the anticipated rate. Based on this, results are expected to
be reported in the 2™ quarter of 2007.

Patent Status

Antisense Therapeutics has an exclusive license to the Isis Patent Family, International application
PCT/US99/18796, covering ATL1102, methods of reducing integrin o4 expression and methods of
treatment of disease including MS and asthma using ATL1102.

The international application entitled “Antisense inhibition of integrin a4 expression” and “Antisense
modulation of integrin a4 expression” filed on 19 August 1999 claims priority from US application 09/166
203 filed 5 October 1998.

Two US patents and an Australian patent have so far been granted in this family, and patent applications
are at an advanced stage of examination in Europe, Japan and pending examination in Canada.

Country Patent application Current Status | Expiry Comments
or Patent No.
USA US 5968 826 Patent granted 2018
USA US 6258 790 Patent granted 2018 Filed as a continuation in part of
09/166 203
Japan 2000-574727 Patent allowed 2019 Issue fee paid 2006
Japan 2006-000258 Awaiting 2019 Filed as a continuation of 2000-574727
examination
Europe EP 99942290.0 Notice of 2019 Designates all 19 member states* of
acceptance European patent countries including all
issued 6 extension states**,
Canada 2,345,209 Awaiting 2019
examination
Australia Au 759938 Patent granted 2019
International PCT International 2025
AC 2005/001634 Phase

* Member states are Austria, Belgium, Cyprus, Denmark, Finland, France, Germany, Greece, The Republic of Ireland, Italy,
Luxembourg, Monaco, The Netherlands, Portugal, Sweden, Spain, Switzerland, Liechtenstein and the United Kingdom.

** Extension states are Albania, Lithuania, Latvia, Macedonia, Romania and Slovenia.
ATL1102 is protected internationally by the above patents that extend to 2018-2019, and potentially to

2025 via Antisense Therapeutics’ application PCT AU 2005/001634 for inhaled use in asthma and other
respiratory conditions.



ATL1102 is also protected by other Isis proprietary antisense technology patents and applications, to
which ATL has world-wide license.

Market Developments

On 28 February 2005, Biogen Idec and Elan Corporation plc voluntarily suspended marketing of Tysabri®
from the U.S. market based on two reported cases of PML, a rare and frequently fatal, demyelinating
disease of the central nervous system, in patients who received Tysabri®). The companies subsequently
launched a comprehensive safety evaluation in collaboration with leading experts in PML and MS which
confirmed no new cases of PML, after which they submitted marketing applications to the U.S. Food and
Drug Administration (FDA) and European Medicines Agency (EMEA).

On 7 June 2006, Biogen and Elan announced that they had received approval from the FDA for the
reintroduction of Tysabri® as a monotherapy treatment for relapsing forms of MS to slow the progression
of disability and reduce the frequency of clinical relapses. Later that month, the companies announced
the receipt of approval from the European Commission to market Tysabri® in the European Union.

As previously reported, the relevance of this news to Antisense Therapeutics is that both Tysabri®, a
monoclonal antibody and Antisense Therapeutics’s compound ATL1102, an antisense inhibitor, inhibit the
same immune system protein (VLA-4), which has been demonstrated to play an important role in the
progression of multiple sclerosis.

These approvals further support Antisense Therapeutic’s decision to develop ATL1102 as a treatment for
patients with MS.

Other Projects

ATL1103 for Growth and Sight Disorders

ATL1103 is a second generation antisense drug designed to block growth hormone receptor (GHr)
expression thereby reducing levels of the hormone insulin-like growth factor-I (IGF-1) in the blood and is a
potential treatment for diseases associated with excessive growth hormone action. These diseases
include acromegaly (an abnormal growth disorder of organs, face, hands and feet), diabetic retinopathy
and wet age-related macular degeneration (AMD). The latter disorders are common diseases of the eye
and major causes of blindness. Acromegalic patients are known to have significantly higher blood IGF-I
levels than healthy individuals. Reduction of these levels to normal is accepted by clinical authorities as
the primary marker of an effective drug treatment for the disease. In the case of diabetic retinopathy,
published clinical studies have shown that treatments producing a reduction in IGF-I levels retarded the
progression of the disease in patients.

Progress

In September 2005, the company announced results showing that an antisense drug targeting the growth
hormone receptor (GHr) significantly reduced retinal neovascularisation (the growth of new blood vessels)
in an animal model of retinopathy.

Diabetic retinopathy and wet age-related macular degeneration (wet AMD) are sight disorders which are
caused by new blood vessel formation in the retina or macula (the central part of the retina). These new
blood vessels may break and bleed into the eye leading to scarring within the eye.

The results from the animal studies highlight the therapeutic potential of ATL1103, the company’s growth
hormone receptor antisense drug, as a prospective treatment for these two major causes of blindness.

In April 2006 the company announced that ATL1103 successfully demonstrated its intended therapeutic
action in a primate study by suppressing the blood levels of the key hormone IGF-I. Suppression of blood
IGF-I levels is an important clinical indicator of benefit in the treatment of acromegaly and the vision
disorders diabetic retinopathy and wet age-related macular degeneration. This primate study result
provides further evidence that ATL1103 can achieve a therapeutically relevant level of effect in humans
and therefore has potential as a treatment for growth and sight disorders.



Outlook

The next steps for ATL1103 are to undertake pre-clinical (animal) safety studies prior to human clinical
trials. Given the costs involved in undertaking the next steps, the Board of Antisense Therapeutics
believes that whilst ATL1103 remains an important asset for development in the future the Company, at
this point in time, will not be proceeding with further development. This position will be periodically
reassessed depending on the company’s access to funds to move the compound into development.

Patent Status

Antisense Therapeutics and Isis have lodged an international application PCT/US2004/005896 covering
ATL1103 and methods of reducing serum IGF-1 and GHr expression and methods of treatment of diseases
including acromegaly and retinopathy.

We have entered this application into the National Phase in Australian, Canada, Europe, Japan, New
Zealand and the United States. Two further US patents have also been lodged.

Country Patent application Current Status Expiry | Comments
or Patent No,
USA Us10/789,526 .
US2004253723 Pending 2023
USA US 10/927,466 - - Filed as a continuation in
US2005282761 Awaiting Examination | 2023 | o4 of Us 10/789526
PCT PCT/ International Phase
US2004/005896 application
Canada 2517,101 Awaiting Examination | 2024
Europe 04715642.7 Awaiting Examination | 2024
100089705 . -
Japan 2006-5088751 Awaiting Examination | 2024
New Zealand 542595 Awaiting Examination | 2024
USA 10,547,239 Awaiting Examination | 2024

ATL1103 is protected by the above patent applications to 2023-2024.

The international application entitled, "Modulation of Growth Hormone Receptor Expression & insulin like
growth factor expression” filed 27 February 2004 claims priority from US60/451,455 and 60/490,230 filed
28 February 2003 and 25 July 2003 respectively.

ATL1101 for Psoriasis

ATL1101 is a 2™ generation antisense inhibitor designed to block the synthesis of the IGF-1 receptor, a
protein involved in the regulation of cell growth in psoriasis. ATL1101 is being developed as a topical
cream for the treatment of mild to moderate plaque psoriasis.

The Psoriasis project is supported by a Commonwealth Government R&D Start grant of $1.1 million.

On 4 October 2005, the company announced results from its “proof of concept” study of ATL1101 in
patients with psoriasis. In this study ATL1101 cream demonstrated activity in the psoriasis patients and
was well tolerated. ATL1101 was also compared to two currently marketed prescription medications for
the treatment of psoriasis (calcipotriol and betamethasone) and these products were found to be more
effective than ATL1101 in this study.

Based on these results, the Company has decided not to continue the development of ATL1101 in the
psoriasis indication.



ATL1102 for Asthma

The company has previously reported encouraging results achieved in an animal model of asthma with
the inhaled form of an antisense compound targeting the VLA-4 molecule. Experimental studies showed
that the delivery of an antisense drug against VLA-4 via inhalation to the lung significantly suppressed the
key asthma indicators in allergen sensitised mice at very low inhaled does, pointing to the potential new
indication for ATL1102 as an inhaled treatment for asthma.

The existing data package that has been developed to date on ATL1102 for MS (an injection formulation),
including some animal toxicology studies and Phase I human studies, will support the clinical development
of ATL1102 as an inhaled drug in patients with asthma.

The Company’s decision to move this compound into development will depend on the availability of funds

and/or the potential interest from partners to in-license this drug based on the pre-clinical and clinical
data generated to date.

Capital Raising

During the period the company successfully raised $3.6 million in a private placement of shares to
Australian institutions and professional investors.

Financial Position

As stated in the Director’s Report the company’s current cash reserves of $8.1 million are expected to be
sufficient to fund activities for at least the next twelve months.

In relation to the proposed use of funds described above, it should be recognised that there will typically
be differences between the forecast and actual results, because events and circumstances frequently do
not occur as expected, and those differences may be material.

Biotechnology Companies — Inherent Risks

Some of the risks inherent in the development of a product to a marketable stage include the uncertainty
of patent protection and proprietary rights, whether patent applications and issued patents will offer
adequate protection to enable product development, the obtaining of the necessary drug regulatory
authority approvals and difficulties caused by the rapid advancements in technology. Also a particular
compound may fail the clinical development process through lack of efficacy or safety. Companies such
as Antisense Therapeutics Limited are dependent on the success of their research projects and on the
ability to attract funding to support these activities. Investment in research and development projects
cannot be assessed on the same fundamentals as trading and manufacturing enterprises. Thus
investment in these areas must be regarded as speculative taking into account these considerations.

This annual report may contain forward-looking statements regarding the potential of the company’s
projects and interests and the development and therapeutic potential of the company’s research and
development. Any statement describing a goal, expectation, intention or belief of the company is a
forward-looking statement and shou!d be considered an at-risk statement. Such statements are subject
to certain risks and uncertainties, particularly those inherent in the process of discovering, developing and
commercialising drugs that are safe and effective for use as human therapeutics and the financing of such
activities. There is no guarantee that the company’s research and development projects will be successful
or receive regulatory approvals or prove to be commercially successful in the future. Actual results of
further research could differ from those projected or detailed in this report. As a result, you are cautioned
not to rely on forward-looking statements. Consideration should be given to these and other risks
concerning the company’s research and development program referred to in this Operations Report and in
the company’s Directors’ Report as contained in this annual report for the year ended 30 June 2006.
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Independent audit report to members of Antisense Therapeutics Ltd

Scope

The financial report, remuneration disclosures and directors’ responsibility

The financial report comprises the balance sheet, income statement, statement of changes in equity,
statement of cash flows, accompanying notes to the financial statements, and the directors’
declaration for Antisense Therapeutics Ltd (the company), for the year ended 30 June 2006.

The company has disclosed information as required by paragraphs Aus 25.4 to Aus 25.7.2 of
Accounting Standard 124 Related Party Disclosures (“remuneration disclosures™), under the
heading “Remuneration Report of the directors’ report, as permitted by Corporations Regulation
2M.6.04,

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

Audit approach

We conducted an independent audit of the financial report in order to express an opinion to the
members of the company. Our audit was conducted in accordance with Australian Auditing
Standards in order to provide reasonable assurance as to whether the financial report is free of
material misstatement and the remuneration disclosures comply with Accounting Standard AASB
124 Related Party Disclosures. The nature of an audit is influenced by factors such as the use of
professional judgement, selective testing, the inherent limitations of internal control, and the
availability of persuasive rather than conclusive evidence. Therefore, an audit cannot guarantee that
all material misstatements have been detected.

We performed procedures to assess whether in all material respects the financial report presents
fairly, in accordance with the Corporations Act 2001, including compliance with Accounting
Standards in Australia, and other mandatory financial reporting requirements in Australia, a view
which is consistent with our understanding of the company’s financial position, and of their
performance as represented by the results of their operations and cash flows and whether the
rernuneration disclosures comply with Accounting Standard AASB 124 Related Party Disclosures.
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We formed our audit opinion on the basis of these procedures, which included:

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

. assessing the appropriateness of the accounting policies and disclosures used and the
reasonableness of significant accounting estimates made by the directors.

While we considered the effectiveness of management’s internal controls over financial reporting
when determining the nature and extent of our procedures, our audit was not designed to provide
assurance on internal controls.

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

Independence

We are independent of the company and have met the independence requirements of Australian
professional cthical pronouncements and the Corporations Act 2001. We have given to the directors
of the company a written Auditor’s Independence Declaration a copy of which is included in the
Directors® Report. The Auditors’ Independence Declaration would have been expressed in the same
terms if it had been given to the directors at the date this audit report was signed.

Audit opinion

In our opinion:

1. the financial report of Antisense Therapeutics Ltd is in accordance with:
{(a) the Corporations Act 2001, including:

@) giving a true and fair view of the financial position of Antisense Therapeutics Ltd
entity at 30 June 2006 and of their performance for the vear ended on that date; and

(ii)  complying with Accounting Standards in Australia and the Corporations
Regulations 2001; and

2. the remuneration disclosures that are contained within the directors’ report comply with
Accounting Standard AASB 124 Related Party Disclosures.

Lok & T

Emnst & Young

pVHE

Denis Thom
Partner
Melbourne

4 August 2006



Antisense Therapeutics Limited — Annual Financial Report

Income Statement
For the Year Ended 30 June 2006

2006 2005
Notes $ $
Revenue 4 408,446 573,598
Other Income 76,416 274,635
Administrative expenses (1,171,051) (1,147,704)
Occupancy expenses (104,462) (99,032)
Depreciation Expense (18,141) (21,315)
Patent expenses (216,136) (95,058)
Research and development expenses (2,986,989) (4,473,763)
Research and development expenses - amortisation (1,437,466) (1,277,500)
of intellectual property
Share Based Payment (13,018) -
Loss before income tax (5,462,401) (6,265,839)
Income tax benefit - -
Net loss for the period (5,462,401) (6,265,839)
Net loss attributable to members of Antisense (5,462,401) (6,265,839)

Therapeutics Limited

Eamnings per share (cents per share)
- basic for profit for the year (1.53) (1.76)
- diluted for profit for the year (1.53) (1.76)
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Balance Sheet
As at 30 June 2006

As at As at
30 June 2006 30 June 2005
Notes $ $

ASSETS
Current Assets
Cash and cash equivalents 7 8,239,330 8,821,132
Trade and other receivables 8 91,593 83,662
Prepayments 318,327 395,924
Total Current Assets 8,649,250 9,300,718
Non-Current Assets
Property, plant and equipment 9 21,481 38,350
Intangible assets 10 445,534 1,883,000
Total Non-Current Assets 467,015 1,921,350
TOTAL ASSETS 9,116,265 11,222,068
Current Liabilities
Trade and other payables 12 216,453 249,267
Provisions 13 106,576 108,457
Total Current Liabilities 323,029 357,724
TOTAL LIABILITIES 323,029 357,724
NET ASSETS 8,793,236 10,864,344
Equity
Issued Capital 14 37,214,839 33,836,565
Accumulated losses 14 (29,160,507) (23,698,106)
Reserves 14 738,903 725,885
Total Equity 8,793,236 10,864,344
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Cash Flow Statement
For the Year Ended 30 June 2006

2006 2005
Notes $ $

Cash Flows from operating activities

Payments to suppliers and employees (4,434,395) (6,264,019)
Interest received 409,244 587,077
Receipt of government grants 69,213 94,814
Bank finance charges (2,561) (3,177)
Net cash flows used in operating activities (3,958,499) (5,585,305)
Cash Flows from investing activities

Purchase of property, plant and equipment {1,592) (11,995)
Net cash flows used in investing activities (1,592) (11,995)
Cash Flows from financing activities

Proceeds from issue of shares and options 3,600,100 1,168
Other (221,811) (3,968)
Net cash flows used in financing activities 3,378,289 (2,800)
Net increase / (decrease) in cash and cash (581,802) (5,600,100)

equivalents

Cash and cash equivalents at beginning of period 8,821,132 14,421,232
Cash and cash equivalents at end of period 7 8,239,330 8,821,132
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Statement of Changes in Equity
For the Year Ended 30 June 2006

Issued Retained Other Total Equity
Capital Earnings Reserves
$ $ $ $

At 1 July 2004 33,839,365 (17,432,267) 725,885 17,132,983
Loss for the period (6,265,839) (6,265,839)
Exercise of Options 1,168 1,168
Transaction costs arising on share issues (3,968) (3,968)
Cost of share-based payment
At 30 June 2005 33,836,565 (23,698,106) 725,885 10,864,344
At 1 July 2005 33,836,565 (23,698,106) 725,885 10,864,344
Loss for the period (5,462,401) (5,462,401)
Exercise of Options 100 100
Issue of shares 3,600,000 3,600,000
Transaction costs arising on share issues (221,826) (221,826)
Cost of share-based payment 13,018 13,018
At 30 June 2006 37,214,839 (29,160,507) 738,903 8,793,236
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Notes to the Financial Statements
For the Year ended 30 June 2006

Note 1. Corporate Information
The financial report of Antisense Therapeutics Limited (the Company) for the year ended 30 June 2006 was
authorised for issue in accordance with a resolution of the directors on 4 August 2006.

Antisense Therapeutics Limited is a company limited by shares incorporated in Australia whose shares are
publicly traded on the Australian Stock Exchange.

The principal activity of the company is to utilize antisense technology to develop therapeutics for important
human diseases.

Note 2. Summary of Significant Accounting Policies

(a) Basis of Preparation

This financial report is a general-purpose financial report, which has been prepared in accordance with the
requirements of the Corporations Act 2001 and Australian Accounting Standards.

The financial report has been prepared in accordance with historical cost convention and is presented in
Australian dollars.

(b) Statement of compliance

This financial report complies with Australian Accounting Standards, which include Australian equivalents to
International Financial Reporting Standards (CAIFRS). Compliance with AIFRS ensures that the financial
report, comprising the financial statements and notes thereto, complies with International Financial
Reporting Standards (IFRS").

This is the first financial report prepared based on AIFRS and comparatives for the year ended 30 June 2005
have been restated accordingly. A summary of the significant accounting policies of the Group under AIFRS
are disclosed below.

Australian Accounting Standards / UIG / Exposure Drafts that have recently been issued but are not yet
effective have not been adopted for the annual reporting period ending 30 June 2006:

Amendment Affected Nature of change to Application | Application
Standard(s) accounting policy Date of date for
Standard company
Exposure Draft 146 AASB 2 - Share Based | Definitions of vesting Reporting 30 June 2007

Payment conditions and clarification of periods on or
cancellations after 1 January
2007
Exposure Draft 148 AASB 101 - Definitions of vesting To be To be
Presentation of conditions and clarification of determined determined

UIG 4

Financial Statements

cancellations

Determining whether an
Arrangement contains a Lease

1 January 2006

31 December
2006
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Notes to the Financial Statements (continued)
For the Year ended 30 June 2006

The following amendments, not yet effective are not applicable to the company and therefore have no
impact.

AASB Affected Standard(s)

Amendment

AASB 2005-1 AASB 139 Financial Instruments: Recognition and Measurement

AASB 2005-4 AASB 139 Financial Instruments: Recognition and Measurement, AASB 132 Financial

Instruments: Disclosure and Presentation, AASB 1 First-time adoption of AIFRS, AASB 1023
General insurance Contracts and AASB 1038 Life Insurance Contracts

AASB 2005-5 AASB 1 First-time adoption of AIFRS and AASB 139 Financial Instruments: Recognition and
Measurement

AASB 2005-6 AASB 3 Business Combinations

AASB 2005-9 AASB 4 Insurance Contracts, AASB 1023 General insurance Contracts, AASB 139 Financial

Instruments: Recognition and Measurement and AASB 132 Financial Instruments: Disclosure
and Presentation

AASB 2005-10 AASB 132 Financial Instruments: Disclosure and Presentation, AASB 101 Presentation of
Financial Statements, AASB 114 Segment Reporting, AASB 117 Leases, AASB 133 Earnings
per Share, AASB 139 Financial Instruments: Recognition and Measurement, AASB 1 First-time
adoption of AIFRS, AASB 4 Insurance Contracts, AASB 1023 General insurance Centracts and
AASB 1038 Life Insurance Contracts

The following new standards, not yet effective are not applicable to the company and therefore have no
impact.

New Standard / VIG Affected Standard(s)

Affected Standard

AASB 7 : Financial Instruments: Disclosures

UIG 5 Rights to Interests in Decommissioning, Restoration and Environmental Rehabilitation
Funds

UG 7 Applying the Restatement Approach under AASB 129 Financial Reporting in
Hyperinflationary Economies

UIG 8 Scope of AASB 2

UIG 9 Reassessment of Embedded Derivatives

(c) Revenue Recognition
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the entity and
the revenue can be reliably measured. The following spedific recognition criteria must also be met before

revenue is recognised:

Interest
Control of the right to receive the interest payment.

(d) Government Grants

Government grants are recognised when there is reasonable assurance that the grant will be received and
all attaching conditions will be complied with.

When the grant relates to an expense item, it is recognised as income over the periods necessary to match
the grant on a systematic basis to the costs that it is expected to compensate.
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Notes to the Financial Statements (continued)
For the Year ended 30 June 2006

(e) Borrowing costs
Borrowing costs are expensed as incurred.
(f) Leases

The minimum lease payments of operating leases, where the lessor effectively retains substantially all of the
risks and benefits of ownership of the leased item, are recognised as an expense on a straight-line basis.

(g) Cash and Cash Equivalents

Cash and short-term deposits in the balance sheet comprise cash at bank and in hand and short-term
deposits with an original maturity of three months or less.

For the purposes of the Cash Flow Statement, cash and cash equivalents consist of cash and cash
equivalents as defined above, net of outstanding bank overdrafts.

{h) Other receivables

Receivables are recognised and carried at original invoice amount less an allowance for any uncollectible
amounts.

An allowance for doubtful debt is made when there is abjective evidence that the Company will not be able
to collect the debts. Bad debts are written off when identified.

(i) Foreign currency translation

Transactions in foreign currencies are converted to local currency at the rate of exchange ruling at the date
of the transaction.

Amounts payable to and by the company outstanding at reporting date and denominated in foreign
currencies have been converted to local currency using rates prevailing at the end of the financial year.

All exchange differences are taken to profit and loss.
(§) Income Tax

Deferred income tax is provided on all temporary differences at the balance date between the tax bases of
assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred income tax liabilities are recognised for all taxable temporary differences except where the
deferred income tax liability arises from the initial recognition of an asset or liability in a transaction that is
not a business combination and, at the time of the transaction, affects neither the accounting profit nor
taxable profit or loss.

Deferred income tax assets are recognised for all deductible temporary differences, carry-forward of unused
tax assets and unused tax lasses, to the extent that it is probable that taxable profit will be available against
which the deductible temporary differences, and the carry-forward of unused tax assets and unused tax
fosses can be utilised except where the deferred income tax asset relating to the deductible temporary
difference arises from the initial recognition of an asset or liability in a transaction that is not a business
combination and, at the time of transaction, affects neither the accounting profit nor taxable profit or loss.
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Notes to the Financial Statements (continued)
For the Year ended 30 June 2006

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced to
the extent that it is no longer probably that sufficient taxable profit will be available to allow all or part of the
deferred income tax asset to be utilised.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the
year when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted at the balance sheet date.

Income taxes relating to items recognised directly in equity are recognised in equity and not in the income
statement.

(k) Goods & Services Tax

Revenues, expenses and assets are recognised net of the amount of GST except:

« where the GST incurred on a purchase of goods and services is not recoverable from the taxation
authority, in which case the GST is recognised as part of the cost of acquisition of the asset or as part
of the expense item as applicable; and

» receivables and payables are stated with the amount of GST included.

Cash flows arising from operating activities are included in the Cash Flow Statement on a gross basis
(i.e. including GST) and the GST component of cash flows arising from investing and financing
activities, which is recoverable from, or payable to, the taxation authority are classified as operating
cash flows. Commitments and contingencies are disclosed net of the amount of GST recoverable from,
or payable to, the taxation authority. The net amount of GST recoverable from or payable to, the
taxation authority is included as part of the receivables or payables in the balance sheet.

() Property, plant and equipment

Plant and equipment are measured at cost and are depreciated over their useful economic lives as follows:

Life Method
Equipment and furniture 3-5 years Straight line

The carrying values of plant and equipment are reviewed for impairment when events or changes in
circumstances indicate the carrying value may not be recoverable. If any indication of impairment exists
and where the carrying value exceeds the estimated recoverable amount, the assets are written down to
their recoverable amount.
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Notes to the Financial Statements (continued)
For the Year ended 30 June 2006

(m) Intangible Assets

Intangible assets are initially measured at cost. Following initial recognition, intangible assets are carried at
cost less any accumulated amortisation and any accumulated impairment losses._The useful lives of
intangible assets are assessed to be either finite or infinite. Intangible assets with finite lives are amortised
over the useful life and assessed for impairment whenever there is an indication that the intangible asset
may be impaired. The amortisation period and the amortisation method for an intangible asset with a finite
useful life is reviewed at least at each financial year end. Changes in the expected useful life or the
expected pattern of consumption of future economic benefits embodied in the asset are accounted for by
changing the amortisation period or method, as appropriate, which is a change in an accounting estimate.
The amartisation expense on intangible assets with finite lives is recognised in profit or loss in the expense
category consistent with the function of the intangible asset.

Intangible assets with indefinite useful lives are tested for impairment annually. Such intangibles are not
amortised. The useful life of an intangible asset with an indefinite life is reviewed each reporting period to
determine whether indefinite life assessment continues to e supportable. If not, the change in the useful life
assessment from indefinite to definite is accounted for as a change in an accounting estimate and is thus
accounted for on a prospective basis.

(n) Research and Development Costs
Research costs are expensed as incurred.

An intangible asset arising from development expenditure on an internal project is recognised only when
the company can demonstrate the technical feasibility of completing the intangible asset so that it will be
available for use or sale, its intention to complete and its ability to use or sell the asset, how the asset will
generate future economic benefits, the availability of resources to complete the development and the ability
to measure reliably the expenditure attributable to the intangible asset during its development.

Following initial recognition of the development expenditure, the cost model is applied requiring the asset
to be carried at cost less any accumulated amortisation and accumulated impairment losses. Any
expenditure so capitalised is amortised over the period of expected benefits from the related project.

The carrying value of an intangible asset arising from development expenditure is tested for impairment
annually when the asset is not available for use, or more frequently when an indication of impairment
arises during the reporting period.

(o) Impairment of property plant and equipment

The carrying values of plant and equipment are reviewed for impairment at each reporting date, with
recoverable amount being estimated when events or changes in circumstances indicate that the carrying
value may be impaired.

The recoverable amount of plant and equipment is the higher of fair value less costs to sell and value in use.
In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-
tax discount rate that reflects current market assessments of the time value of money and the risks specific

to the asset.

An impairment exists when the carrying value of an asset exceeds its estimated recoverable amount. The
asset is then written down to its recoverable amount.
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Notes to the Financial Statements (continued)
For the Year ended 30 June 2006

(p) Payables

Payables are carried at amortised costs and represent liabilities for goods and services provided to the
company prior to the end of the financial year that are unpaid and arise when the company becomes obliged
to make future payments in respect of the purchase of these goods and services.

(q) Employee Benefits

(i) Wages, salaries and annual leave

Liabilities for wages and salaries, including non-monetary benefits and annual leave expected to be settled
within 12 months of the reporting date are recognised in other provisions in respect of employees’ service up
to the reporting date. They are measured at the amounts expected to be paid when the liabilities are settied.

(ii) Long Service leave

The liability for long service leave is recognised for employee benefits and measured as the present value of
expected future payments to be made in respect of services provided by employees up to the reporting date
using the projected unit credit method. Consideration is given to expected future wage and salary levels,
experience of employee departures, and periods of service. Expected future payments are discounted using
market yields at the reporting date on national government bonds with terms to maturity and currencies that
match, as closely as possible, the estimated future cash outflows.

(r) Share-based payment transactions

The company provides benefits to employees (including directors) of the company in the form of share-
based payment transactions, whereby employees are provided with long-term incentives through the
company’s Employee Option Plan.

The cost of these transactions with employees is measured by reference to the fair value at the date at
which they are granted. The fair value is determined by an external valuer using a binomial option pricing
model, further details of which are given in note 11. The cost of these transactions is recognised, together
with a corresponding increase in equity, over the period in which the options vest.

The cumulative expense recognised for equity-settled transactions at each reporting date until vesting dates
reflects (i) the extent to which the vesting period has expired and (ii) the number of awards that, in the
opinion of the directors of the company, will ultimately vest. No expense is recognised for awards that do
not ultimately vest and an adjustment to the expense is made for awards that will no longer vest. This
opinion is formed based on the best available information at balance date.

(s) Contributed Equity
Issued and paid up capital is recognised at the fair value of the consideration received by the company. Any

transaction costs arising on the issue of ordinary shares are recognised directly in equity as a reduction (net
of tax) of the share proceeds received.

{t) Earnings per share
Basic EPS is calculated as net loss attributable to members, adjusted to exclude costs of servicing equity
(other than dividends), divided by the weighted average number of ordinary shares, adjusted for any bonus

element.

Diluted EPS is calculated as net loss attributable to members, adjusted for:
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Notes to the Financial Statements (continued)
For the Year ended 30 June 2006

»  costs of servicing equity (other than dividends);

« the after tax effect of dividends and interest associated with dilutive potential ordinary shares that have
been recognised as expenses; and

« other non-discretionary changes in revenues or expenses during the period that would result from the
dilution of potential ordinary shares;

divided by the weighted average number of ordinary shares and dilutive potential ordinary shares, adjusted
for any bonus element.
Note 3. Segment Information

The company operates predominantly in one industry and one geographical segment, those being the health
care industry and Australia respectively.

Note 4. Revenues and Expenses
2006 2005
$ $
(a) Revenue
Interest from external parties 408,446 573,598
408,446 573,598
(b) Other Income
Government grants released 94,716 213,736
Foreign exchange gains/(losses):
Realised (14,592) 41,727
Unrealised (3,709) 19,172
76,415 274,635
(c) Expenses
Depreciation 18,141 21,315
Amortisation of intangible 1,437,466 1,277,500
Employee benefits 1,392,266 1,433,032
Expense of share based payments 13,018 -

11
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Note 5. Income Tax
A reconciliation between income tax expense/(benefit) and 2006 2005
accounting profit/(loss) before income tax multiplied by the $ $

Company's applicable income tax rate is as follows:

Accounting loss before tax (5,462,401) (6,265,839)

At the company’s statutory income tax rate of 30% (1,638,720) (1,879,752)

Expenditure not allowable for income tax purposes:

Amortisation of intellectual property 431,240 383,250
Other 425 562
Research and development (36,192) (31,718)
Amortisation of equity raising costs (93,389) (80,079)
Amount (over)/under provided in prior years (13,035) (47,193)
Benefit of tax losses not brought to account 1,349,671 1,654,930

Total income tax benefit attributable to accounting loss - -

The estimated potential future income tax benefit at period end
calculated at 30% in respect of tax losses not brought to account is: 7,316,256 5,973,444

The estimated potential future income tax benefit not recognised at period end in respect of timing
differences for the company amounted to $26,622 (2005: $27,382).

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

0] the company derives future assessable income of a nature and amount sufficient to enable the
benefit of the taxation deductions to be realised;

(i) the company continues to comply with the conditions for deductibility imposed by law; and

(i)  there are no changes in taxation legislation adversely affecting the company in realising the benefit
from the deductions for the losses.

Note 6. Earnings Per Share
2006 2005

Basic Earnings Per Share (cents per share) (1.53) (1.76)
Diluted Earnings Per Share (cents per share) (1.53) (1.76)
The following reflects the income and share data used in the calculations of
basic and diluted earnings per share:
(@) Loss used in calculating basic and diluted earnings per share (5,462,401) (6,265,839)

(numerator)
(b)  Number of Ordinary Shares

Weighted average number of ordinary shares on issue used in the

calculation of basic earnings per share (denominator) 356,060,354 355,259,489

12
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Notes to the Financial Statements (continued)
For the Year ended 30 June 2006

(©) Potential Ordinary Shares Not Considered Dilutive

All potential ordinary shares, being options to acquire ordinary shares, are not considered dilutive for

the year ended 30 June 2006.

(d)  There have been no other conversions to, calls of, or subscription for ordinary shares or issues of
potential ordinary shares since the reporting date and before the compietion of this financial report.

Note 7. Cash and Cash Equivalents

2006 2005
$ $
Cash at bank ¢ 1,239,330 2,821,132
Term deposits (%) 7,000,000 6,000,000
8,239,330 8,821,132

0] Cash at bank eamns interest based on daily bank deposit rates. At year end the interest rate was 4.35%
&) Term deposits are with a major bank and are short term. The bank pays interest at current bank deposit rates.

At year end the average interest rate was 5.72%.

Reconciliation of net profit after tax to net cash flows from operations

Net loss (5,462,401) (6,265,839)
Adjustments for
Unrealised foreign exchange (gain) / loss 3,709 (19,172)
Amortisation of intangibles 1,437,466 1,277,500
Depreciation expense 18,141 21,315
Share options expensed 13,018
Changes in assets and liabilities
(Increase) decrease in current receivables (7,718) 145,568
(Increase) decrease in other current assets 77,384 (103,104)
Increase (decrease) in payables (36,218) (611,519)
Increase (decrease) in employee provisions (1,880) (30,054)
Net cash from operating activities (3,958,499) (5,585,305)
Note 8. Other Receivables

2006 2005

$ $

Interest receivable - bank 35,244 36,042
Input tax credits 35,033 26,129
Other receivables 21,316 21,491
Total receivables 91,593 83,662
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Notes to the Financiai Statements (continued)

For the Year ended 30 June 2006

Note 9. Property, Plant and Equipment
Year ended 30 June 2006 $
As at 1 July 2005, net of accumulated depreciation and impairment 38,350
Additions 1,272
Disposals -
Impairment -
Depreciation Charge for the year (18,141)
At 30 June 2006, net of accumulated depreciation and impairment 21,481
At 1 July 2005 $
Cost or fair value 108,525
Accumulated depreciation or impairment (70,175)
Net carrying amount 38,350
At 30 June 2006 $
Cost or fair value 109,797
Accumulated depreciation or impairment (88,316)
Net carrying amount 21,481
Year ended 30 June 2005 $
As at 1 July 2004, net of accumulated depreciation and impairment 47,350
Additions 12,315
Disposals -
Impairment -
Depreciation Charge for the year (21,315)
At 30 June 2005, net of accumulated depreciation and impairment 38,350
At 1 July 2004 $
Cost or fair value 96,210
Accumulated depreciation or impairment (48,860)
Net carrying amount 47,350
At 30 June 2005 $
Cost or fair value

108,525
Accumulated depreciation or impairment (70,175)
Net carrying amount 38,350

14
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Notes to the Financial Statements (continued)

For the Year ended 30 June 2006

Note 10. Intangible Assets

At 1 July 2005 $

Cost (gross carrying amount) (a) 6,387,500
Accumulated amortisation and impairment (&) (4,504,500)
Net carrying amount 1,883,000
Year ended 30 June 2006 $

At 1 July 2005, net of accumulated amortisation and impairment 1,883,000
Additions -
Disposals -
Impairment (159,966)
Amortisation (1,277,500)
At 30 June 2006, net of accumulated amortisation and impairment 445,534
At 30 June 2006 $

Cost (gross carrying amount) (3} 6,387,500
Accumulated amortisation and impairment (&) (5,941,966)
Net carrying amount 445,534
At 1 July 2004 $
Cost (gross carrying amount) (a) 6,387,500
Accumulated amortisation and impairment (8) (3,227,000)
Net carrying amount 3,160,500
Year ended 30 June 2005 $

At 1 July 2004, net of accumulated amortisation and impairment 3,160,500
Additions -
Disposals -
Impairment -
Amortisation (1,277,500)
At 30 June 2005, net of accumulated amortisation and impairment 1,883,000
At 30 June 2005 $
Cost (gross carrying amount) (a) 6,387,500
Accumulated amortisation and impairment (5) (4,504,500)
Net carrying amount 1,883,000

3) The intangible assets relate to certain rights granted to Antisense Therapeutics Limited by Isis
Pharmaceuticals Inc. upon listing of the company. The main features of the agreements with the

aforementioned entities, respectively, are as follows:

o Isis Pharmaceuticals Inc. ("Isis”) has granted Antisense Therapeutics Limited rights to use Isis technology

(i.e. Isis’ patented technology) to commerdalise antisense drugs to a number of protein targets (i.e. a

research licence for each protein target). A certain number of these research ficences to protein targets

are also extendible to commercialisation licences.

15
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‘The agreements with Isis provide access to and assistance in expanding Antisense Therapeutics Limited’s
drug pipeline and also provide access to and assistance in the company’s development projects including
an exclusive ficense to a muitiple sclerosis drug in Isis’ preclinical pipeline; access to Isis manufacturing for
provision of butk quantities of antisense compounds for clinical trials; and access to Isis’ preclinical
development services for a sufficient period to allow smooth technology transfer.

(b) The intangible assets are amortised on a strajght-fine basis over the term of the rights granted, which is
currently expected to be five years.

Note 11. Share Based Payment Plans

Executives may also be provided with longer-term incentives through the Company’s Employee Option Plan,
to allow the executives to participate in and benefit from the growth of the Company as a result of their
efforts and to assist in motivating and retaining these key employees over the long term. There are
currently 10 employees eligible to participate in this scheme. Options issued to employees are not listed
options and as such do not have a readily available market value.

The following table illustrates the number and weighted average exercise price of and movements in share
options issued during the year:

2006 2005
Number of Weighted Number of Weighted
options average options average
exercise price exercise price

Balance at beginning of year 5,200,000 0.20 5,200,000 0.20
- granted 5,050,000 0.07
- exercised - -
- expired (5,200,000) 0.20 - 0.20
Balance at end of year 5,050,000 0.07 5,200,000 0.20
Exercisable at end of year 1,010,000 0.07 5,200,000 0.20

The following summarises information about options held by employees as at 30 June 2006:
Number of Grant Date Vesting Dates Expiry Date Average Exercise
Options Price
28 June 2006 — 20%
28 June 2007 - 20%
5,050,000 5 July 2005 28 June 2008 ~ 20% 27 June 2013 $0.07
28 June 2009 - 20%
28 June 2010 - 20%

Each option entitles the holder to purchase 1 ordinary share in Antisense Therapeutics Limited at an exercise
price of $0.072. There are no performance conditions attached to the options, and the option holder may
not exercise more than the following proportions of options on the following dates:

Prior to 27 June 2006 0%

Between 28 June 2006 and 27 June 2007 20%
Between 28 June 2007 and 27 June 2008 40%
Between 28 June 2008 and 27 June 2009 60%
Between 28 June 2009 and 27 June 2010 80%
Between 28 June 2010 and 27 June 2013 100%

16
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The fair value of the options granted under the Employee Option Plan is estimated as at the grant date
using a binomial mode! taking into account the terms and conditions upon which the options were granted.

The value of the options attributed to remuneration of directors and employees for the current financial year
total $13,018 and represent the amount that has been determined by allocating the fair value of options
issued over the vesting period.

The following table lists the inputs to the model used to determine the value of the options issued during the
year.

Dividend yield -
Expected volatility 50.00%
Risk-free interest rate 5.16%
Expected life of option (years) 5.21
Option exercise price $0.072
Weighted average share price at grant date $0.043

The expected life of the option is based on historical data and is not necessarily indicative of exercise
patterns that may occur. The expected volatility reflects the assumption that the historical volatility
is indicative of future trends, which may also not necessarily be the actual outcome.

These options are “well out of the money” as at the 2006 year-end (market share price $0.026).

Note 12. Trade and Other Payables

2006 2005
$ $
Accounts payable (a) 24,493 43,564
Accrued expenses (unsecured) (a) 190,818 204,564
Other payables 1,142 1,139
Total current payables 216,453 248,267

(a) Accounts payable and accrued expenses are non-interest bearing and are normally settled on 30 day terms.

Note 13. Provisions

Employee Benefits

2006 2005
$ $
At beginning of the period 108,457 138,512
Arising during the year 111,825 132,438
Utilised (108,099) (155,589)
Unused amounts reversed (4,059) (574)
Discount rate adjustment (5,490) (6,330)
At end of the period 102,974 108,457
Superannuation Expense 119,957 129,461
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Note 14. Contributed Equity and Reserves

2006 2005
$ $

Ordinary shares
Issued and fully paid 37,214,839 33,836,565

37,214,839 33,836,565

No. of shares $
Movement in ordinary shares on issue
At 1 July 2005 355,261,090 33,836,565
Shares issued during the period 109,090,909 3,600,000
Transaction costs arising on share issue (221,826)
Issued during the period for cash on exercise of share options 500 100
At 30 June 2006 464,352,499 37,214,839

No. of shares $
Movement in ordinary shares on issue
At 1 July 2004 355,255,250 33,839,365
Shares issued during the period
Transaction costs arising on share issue (3,968)
Issued during the period for cash on exercise of share options 5,840 1,168
At 1 30 June 2005 355,261,090 33,836,565

Option Reserve

(a) Nature and purpose of reserve
The option reserve recognises the proceeds from the issue of options over ordinary shares. Upon
exercise or lapse of these options, amounts recorded in the option reserve are transferred to
contributed equity or accumulated losses respectively.

(b)  Movement in Option Reserve

2006 2005
No of No of
Options $ Options $

Balance at beginning of period 125,160,025 725,885 125,165,865 725,885
Issued during the period 5,050,000 - -

Share-based payments 13,018

Exercise of options (500) (5,840) -
Options expired (13,700,000) - -
Balance at period end 116,509,525 738,903 125,160,025 725,885
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Date of Issue

On issue at beginning of year
(000)

Issued during the year C000)
Exercised during the year ("000)
Expired during the year (‘000)

Qutstanding at balance date
(000)

Expired subsequent to balance
date ("000)

Outstanding at date of Directors’
report ("000)

Number of recipients
Exercise price

Exercise period from
To (expiration day)

No of Options

The following proportion of cptions vest from the dates shown:

100%
20%
20%
20%
20%
20%

Accumulated Losses

Accumulated losses at the beginning of the financial year

Net loss

26/02/02  19/12/01  3/12/01  15/11/01 15/11/01 _ 05/07/05
58,960 32,500 11,700 2,000 20,000 -
- - - 5,050
) - - -
- - (11,700) (2,000 -
58,959 32,500 - 20,000 5,050
58,959 32,500 - 20,000 5,050
3,379 1,240 1 11
$0.20 $0.20 $0.20 $0.07
26/02/02 19/12/01 15/11/01 28/06/06
01/02/07 01/02/07 30/11/06 27/06/13
26/02/02 19/12/01 15/11/01
27/06/06
27/06/07
27/06/08
27/06/09
27/06/10
2006 2005
$ $
(23,698,106) (17,432,267)
(5,462,401) (6,265,839)
(29,160,507)  (23,698,106)

Accumulated losses at the end of the financial year

Note 15. Commitments and Contingencies

(3)  Expenditure commitments relating to research and development are payable as follows:

Not later than one year

Later than one year and not later than five years

(b)  Lease expenditure commitments:

Not later than one year

Later than one year and not later than five years
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2,831,448 409,994
13,132
2,831,448 423,126
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The lease expenditure commitments relate to the leasing of office premises and laboratory space. The
leases in respect to the office premises are for a term of one year with a renewal option for a further one
year. The lease relating to laboratory space is for a term of six months ending on 31 December 2006.

Note 16. Related Party Disclosures

The following table provides the amount of transactions that were entered into with related parties for the
relevant financial year:

Related Party:
Sales to Purchases from Amounts Amounts owed
related parties related parties owed by to related
related parties parties
Circadian Technologies Limited 2006 - 1,411 - -
2005 - 1,541 - -

Entity with significant influence over the company

Circadian Technologies Ltd owns 22.13% of the ordinary shares in Antisense Therapeutics Limited.
(2005: 20.39%)

Note 17. Auditors’ Remuneration

The auditor of Antisense Therapeutics Limited is Ernst & Young.

2006 2005
$ $

Remuneration received by the auditor for: H
Amounts received by Ernst & Young Australia for
- an audit or review of the financial report of the entity 32,960 26,490
- other services in relation to the entity

tax compliance 2,000 3,200

assurance related 3,399 5,000
Total 38,359 34,690

Note 18. Key Management Personnel Compensation

(a) Details of Key Management Personnel

0] Directors
R W Moses Chairman (non-executive)
M Diamond Managing Director
C Belyea Director (non-executive)
S Crooke Director {(non-executive)
G Mitchell Director (non-executive)
G Werther Director (non-executive)
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(i) Executives
J Iswaran Development Director (resigned 11/10/05)
C Wraight Research Director
G Tachas Director, Drug Discovery & Patents
K Andrews Chief Financial Officer {and Company Secretary from 20/06/06)
N Korchev Company Secretary (resigned 20/06/06)

(b) Compensation of Specified Directors and Specified Executives
Remuneration Policy

The remuneration policy ensures that directors and senior management are appropriately remunerated
having regard to their relevant experience, performance, the performance of the Company, industry
norms/standards and the general pay environment as appropriate. The remuneration policy has been
established to enable the Company to attract, motivate and retain suitably qualified directors and senior
management who will create value for shareholders.

Remuneration Committee

The Remuneration Committee of the Board of Directors of Antisense Therapeutics Limited is responsible for
overseeing the remuneration policy of the Company and for recommending or making such changes to the
policy as it deems appropriate.

Non-executive Director Remuneration
Obijective

The remuneration policy ensures that non-executive directors are appropriately remunerated having regard
to their relevant experience, performance, the performance of the Company, industry norms/standards and
the general pay environment as appropriate.

Structure

The Company’s constitution and the ASX Listing Rules specify that the aggregate remuneration of non-
executive directors shall be determined from time to time by a general meeting. An amount (not exceeding
the amount approved at the General Meeting) is determined by the Board and then divided between the
non-executive directors as agreed. The latest determination was at the General Meeting on 13 November
2001 when shareholders approved the aggregate maximum sum to be paid or provided as remuneration to
the directors as a whole {other than the Managing Director or an Executive Director) for their services as
$300,000 per annum. Currently, non-executive directors are remunerated to an aggregate of $135,000 per
annum.

The manner in which the aggregate remuneration is apportioned amongst non-executive directors is
reviewed periodically

The Board is responsible for reviewing its own performance. Board performance is monitored on an informal
basis throughout the year and a formal evaluation is performed annually following the end of the fiscal year,
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Executive Director and Executive Officer Remuneration
Objective

The remuneration policy ensures that executives are appropriately remunerated having regard to their
relevant experience, performance, the performance of the Company, industry norms/standards and the
general pay environment as appropriate.

Structure

The non-executive directors are responsible for evaluating the performance of the managing director, who in
turn evaluates the performance of all other senior executives. The evaluation process is intended to assess
the Company’s business performance, whether long-term strategic objectives are being achieved and the
achievement of individual performance objectives.

The performance of the managing director and senior executives are monitored on an informal basis
throughout the year and a formal evaluation is performed annually. An evaluation was conducted during
the year of the managing director’s and senior executives’ performance.

Fixed Remuneration

Executives’ fixed remuneration comprises salary and superannuation and is reviewed annually by the
Managing Director, and in turn, the Remuneration Committee. This review takes into account the
executives’ experience, performance in achieving agreed objectives and market factors as appropriate.

Variable Remuneration — Short Term Incentive Scheme

All executives are entitled to participate in the Employee Short Term Incentive Scheme which provides for
annual cash bonuses for outstanding performance in the achievement of key corporate and individual
objectives. The Remuneration Committee approves the issue of cash bonuses following the
recommendations of the Managing Director in his review of the performance of the executives and the
company as a whole against agreed Key Result Areas (KRA's).

Variable Remuneration — Long Term Incentive Scheme

Executives may also be provided with longer-term incentives through the Company’s Employee Option Plan,
to allow the executives to participate in and benefit from the growth of the Company as a result of their
efforts and to assist in motivating and retaining these key employees over the fong term. Due to the
speculative nature of the industry it is not appropriate to grant the exercise of options subject to the
satisfaction of traditional performance conditions. Continued service is the condition attached to the vesting
of the options. The Board at its discretion determines the total number of options granted to each executive.
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Table 1: Compensation of Key Management Personnel for the year ended 30 June 2006

2006 Short Term Post Share Total
employment Based
Payments
Salary & Fees Bonus Superannuation Options
Directors
R Moses 35,000 - 3,150 - 38,150
M Diamond 232,682 9,089 21,759 5,156 268,686
C Belyea 25,000 - 2,250 - 27,250
S Crooke 25,000 - - - 25,000
G Mitchell 25,000 - 2,250 - 27,250
G Werther 25,000 - 2,250 - 27,250
Executives
J Iswaran (i) 79,560 - 4,328 1,289 85,177
C Wraight 179,720 12,286 17,281 1,289 210,575
G Tachas 161,135 6,294 15,069 1,289 183,787
K Andrews 84,490 2,816 7,858 773 95,937
N Korchev(7) 22,917 - 2,062 516 25,495
895,503 30,485 78,257 10,312 1,014,557

(7)) Resigned 11 October 2005
(ii) Resigned 20 June 2006

2005 Short Term Post Share Total
employment Based
Payments
Salary & Fees Bonus Superannuation Options
Directors
R Moses 35,000 - 3,150 4 38,154
M Diamond 227,228 18,000 22,071 45 267,344
C Belyea 25,000 - 2,250 30 27,280
S Crooke 25,000 - - 30 25,030
G Mitchell 25,000 - 2,250 4 27,254
G Werther 25,000 - 2,250 30 27,280
Executives
J Iswaran 172,040 25,500 17,779 8 215,327
C Wraight 175,508 13,600 17,020 - 206,128
G Tachas 157,358 18,540 15,831 23 191,752
K Andrews 70,408 5,530 6,835 - 82,773
N Korchev 25,000 - 2,250 3 27,253
962,542 81,170 91,686 177 1,135,575
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(c) Compensation options: Granted and vesting during the year

During the financial year options were granted as equity compensation under the long-term incentive scheme to
certain key management personnel as disclosed above. No share options were granted to the non-executive
directors under this scheme. Each option entitles the holder to purchase one ordinary share of the company on
exercise of the option. The options expire on 27 June 2013 and have an exercise price of 7.2 cents each

The option holder may not exercise more than the following proportions of options on the following dates:

Prior to 27 June 2006 0%

Between 28 June 2006 and 27 June 2007 20%
Between 28 June 2007 and 27 June 2008 40%
Between 28 June 2008 and 27 June 2009 60%
Between 28 June 2009 and 27 June 2010 80%
Between 28 June 2010 and 27 June 2013 100%

For further details of options refer to note 11.

2006 Vested Granted Terms & Conditions for each Grant
No. No. Grant Fair value of  Exercise Expiry Date  First Last
Date options at price per Exercise Exercise
grant date option Date Date
(note 11) (note 11)
Directors
M Diamond 400,000 2,000,000 05/07/06 5,156 $0.072 27/06/13 27/06/06 27/06/13
Executives
J Iswaran 100,000 500,000 05/07/06 1,289 $0.072 27/06/13 27/06/06 27/06/13
C Wraight 100,000 500,000 05/07/06 1,289 $0.072 27/06/13 27/06/06 27/06/13
G Tachas 100,000 500,000 05/07/06 1,289 $0.072 27/06/13 27/06/06 27/06/13
K Andrews 60,000 300,000 05/07/06 773 $0.072 27/06/13 27/06/06 27/06/13
N Korchev 40,000 200,000 05/07/06 516 $0.072 27/06/13 27/06/06 27/06/13
Total 800,000 4,000,000
2005 Vested Granted Terms & Conditions for each Grant
No. No. Grant Fair value Exercise Expiry Date  First Last
Date of options  price per Exercise Exercise
at grant option Date Date
date
Directors
R W Moses 100,000 03/12/01 4 $0.20 31/07/05 01/08/02  31/07/05
M Diamond 1,200,000 03/12/01 45 $0.20 31/07/05 01/08/02  31/07/05
C Belyea 800,000 03/12/01 30 $0.20 31/07/05 01/08/02  31/07/05
S Crooke 800,000 15/11/01 30 $0.20 31/07/05 01/08/02  31/07/05
G Mitchell 100,000 03/12/01 4 $0.20 31/07/05 01/08/02  31/07/05
G Werther 800,000 03/12/01 30 $0.20 31/07/05 01/08/02  31/07/05
31/07/05 01/08/02  31/07/05
Executives
J Iswaran 200,000 03/12/01 8 $0.20 31/07/05 01/08/02  31/07/05
C Wraight - 03/12/01 $0.20 31/07/05 01/08/02  31/07/05
G Tachas 600,000 03/12/01 23 $0.20 31/07/05 01/08/02  31/07/05
K Andrews -
N Korchev 80,000 03/12/01 3 $0.20 31/07/05 01/08/02  31/07/05
Total 4,680,000 -
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(d) Option holdings of Key Management Personnel

Total
Exercisable
Balance at (Vested at
Balance Granted as Options Net Change 30 June 30 June

30 June 2006 at 1 July 2005 remuneration Exercised Other 2006 2006)
Directors
R Moses 375,000 - - (250,000) 125,000 125,000,
M Diamond 3,075,000 2,000,000 - (3,000,000) 2,075,000 475,000,
C Belyea (a) 2,337,000 - - (2,000,000} 337,000 337,000
S Crooke (b) 22,000,000 - - (2,000,000) 20,000,000 20,000,000
G Mitchell 250,000 - - (250,000) - E
G Werther 2,012,500 - - (2,000,000) 12,500 12,500,
Executives
J Iswaran 625,000 500,000 - (500,000) 625,000 225,000
C Wraight 2,000,000 500,000 - (2,000,000) 500,000 100,000
G Tachas (¢) 1,625,000 500,000 - (1,500,000) 625,000 225,000
K Andrews - 300,000 - - 300,000 60,000
N Korchev 200,000 200,000 - (200,000) 200,000 40,000,
Total 34,499,500 4,000,000 - (13,700,000) 24,799,500 21,599,500

(a) 277,000 options held by an entity in which director has a beneficial interest

(b) Options held by entity in which director has 3 beneficial interest
(¢) 62,500 options held by an entity in which specified executive has a beneficial interest

30 June 2005

Balance

Granted as

Options
at 1 July 2004 remuneration Exercised

Net Change
Other

Total
Exercisable
Balance at (Vested at
30 June 30 June
2005 2005)

Directors
R Moses

M Diamond
C Belyea

S Crooke

G Mitchell
G Werther

Executives
J Iswaran

C Wraight
G Tachas

K Andrews
N Korchev
Total

375,000
3,075,000
2,337,000

22,000,000

250,000

2,012,500

625,000
2,000,000
1,625,000

200,000

375,000 375,000
3,075,000 3,075,000
2,337,000 2,337,000

22,000,000 22,000,000

250,000 250,000

2,012,500 2,012,500

625,000 625,000
2,000,000 2,000,000
1,625,000 1,625,000

200,000 200,000,

34,499,500

34,499,500 34,499,500
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(e) Share holdings of Key Management Personnel

Granted as

Net Change On Exercise

Balance at Remuneration Other of Options Balance at 30
30 June 2006 1 July 2005 June 2006
Directors
R Moses 288,462 - - 288,462,
M Diamond 199,743 - - 199,743
C Belyea (a) 500,000 - - 500,000
S Crooke (b) 40,333,333 - - 40,333,333
G Mitchell - - - .
G Werther 1,712,500 - - 1,712,500
Executives
J Iswaran 250,000 - - 250,000
C Wraight 1,687,500 - - 1,687,500
G Tachas (¢) 250,000 - - 250,000
K Andrews - - - 1
N Korchev - - - N
Total 45,221,538 - - 45,221,538

(a) all shares held by entity in which director has a beneficial interest,
(b) all shares held by an entity in which director has a beneficial interest.
(¢} 125,000 shares held by an entity in which specified executive has a beneficial interest.

Granted as Net Change On Exercise

Balance at Remuneration Other of Options  Balance at 30
30 June 2005 1 July 2004 June 2005
Directors
R Moses 288,462 - - 288,462
M Diamond 199,743 - - 199,743
C Belyea (3) 500,000 - - 500,000
S Crooke (b) 40,333,333 - - 40,333,333
G Mitchell - - - E
G Werther 1,712,500 - - 1,712,500
Specified
Executives
J Iswaran 250,000 - - 250,000
C Wraight 1,687,500 - - 1,687,500
G Tachas (¢) 250,000 - - 250,000
K Andrews - - - -
N Korchev - - - N
Total 45,221,538 - - 45,221,538

(a) alf shares held by entity in which director has a beneficial interest.
(b) all shares held by an entily in which director has a beneficial interest.
(¢) 125,000 shares held by an entity in which specified executive has a beneficial interest.
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(f)  Other Transactions with Key Management Personnel

The following transactions and balances were held with director related entities during the year ended 30 June
2006:

(i) Dr Stanley Crooke, a director of the company is also a director of Isis Pharmaceuticals Inc ('Isis’). During
the year Isis provided various research and development related services to the company. The company
paid Isis $296,244 for these services and at year-end owes Isis $32,151 for services not invoiced.

(ii) Professor George Werther, a director of the company is an executive officer of the Murdoch Childrens
Research Institute (MCRI"). During the year the MCRI provided research related services to the
company. The company paid MCRI $158,356 for these services and at year end the company owes the
MCRI $11,522 for services incurred.

Note 19, Transition to AIFRS

For all periods up to and including the year ended 30 June 2005, the company prepared its financial statements
in accordance with the Australian generally accepted accounting practice (AGAAP). These financial statements

for the year ended 30 June 2006 are the first the company is required to prepare in accordance with Australian
equivalents to International Financial Reporting Standards (AIFRS).

Accordingly, the company has prepared financial statements that comply with AIFRS applicable for periods
beginning on or after 1 January 2005 and the significant accounting policies meeting those requirements are
described in note 2.

Exemptions applied
The company has made its election in relation to the transitional exemptions allowed by AASB 1 ‘First-time
Adoption of Australian Equivalents to International Financial Reporting Standards as follows:
Share Based Payment Transactions
AASB 2 ‘Share-Based Payments’ is applied only to equity instruments granted after 7 November 2002 that
had not vested on or before 1 January 2005.

There were no adjustments as a result of the adoption of AIFRS.
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Director’s Declaration

In accordance with a resolution of the directors of Antisense Therapeutics Limited, we state that:
In the opinion of the directors:
(a) the financial statements and notes of the company:
(i) give a true and fair view of the financial position as at 30 June 2006 and the performance for the
year ended on that date; and
(ii) comply with Accounting Standards and Corporations Regulations 2001; and
(b) there are reasonable grounds to believe that the company will be able to pay its debts as and when

they become due and payable.

This declaration has been made after receiving the declarations required to be made to the directors in
accordance with section 295A of the Corporations Act 2001 for the period ending 30 June 2006.

On behalf of the Board

Robert W Moses
Chairman

Mark Paul Diamond
Managing Director

Melbourne, 4 August 2006
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OTHER INFORMATION

2006 2005
NTA backing
Net tangible asset backing per ordinary security $0.02 $0.03
Ratios
Net loss from ordinary activities after tax
attributable to members as a percentage of equity
at the end of the year (62.12%) (57.7%)
Earnings per share
Basic earnings per share (cents per share) (1.53) (1.76)
Diluted earnings per share (cents per share) (1.53) (1.76)

Status of audit of accounts

This Appendix 4E is based on accounts which have been audited. The audit report is
included with the financial report which forms part of this Appendix 4E.

Annual General Meeting

The Annual General Meeting will be held as follows:

Place: Computershare Conference Centre
Yarra Falls
452 Johnston Street
Abbotsford Victoria 3067 Australia

Date: 10 October 2006
Time; 9.30 am
Approximate date the

annual report will be
available: 8 September 2006
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Appendix 4C
Quarterly report for entities
- admitted on the basis of commitments

I Rule 4.78
Quarterly report
for entities admitted
on the basis of commitments
Introduced 31/3/2000. Amended 30/9/2001
Name of entity
‘ANTISENSE THERAPEUTICS LIMITED
ABN Quarter ended (“current quarter’)
r41 095 060 745 |30 JUNE 2006
Consolidated statement of cash flows
Current quarter Year to date
Cash flows related to operating activities (12 months)
$A’000 $A’000
1.1 Receipts from customers - 69
GST Collected - )
1.2 Payments for (a) staff costs (265) (1,610)
(b) advertising and marketing - -
(c) research and development (966) (2,139)
(d) leased assets - -
(e) other working capital * (165) (680)
1.3 Dividends received - -
1.4  Interest and other items of a similar nature
received 107 409
1.5 Interest and other costs of finance paid - -
1.6 Income taxes paid - -
1.7 Other (provide details if material) - -
Net operating cash flows (1,289) (3,958)

* Includes GST paid to suppliers.

+ See chapter 19 for defined terms.
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Current quarter

Year to date

$A°000 (12 months)
$A’000
1.8 Net operating cash flows (carried forward) (1,289) (3,958)
Cash flows related to investing activities
1.9 Payment for acquisition of: -
(a) businesses (item 5) - -
(b) equity investments - -
(c) intellectual property - -
(d) physical non-current assets - 2)
(e) other non-current assets - -
1.10  Proceeds from disposal of:
(a) businesses (item 5) - -
(b) equity investments - -
{c) intellectual - -
property - -
(d) physical non- - -
current assets - -
(e) other non-current - .
assets
1.11 Loans to other entities - -
1.12 Loans repaid by other entities - -
1.13 Other (provide details if material) - -
Net investing cash flows )
1.14 Total operating and investing cash flows (1,289) (3,960)
Cash flows related to financing activities
[.I5 Proceeds from issues of shares, options, etc. 3,600 3,600
1.16 Proceeds from sale of forfeited shares - -
1.17 Proceeds from borrowings - -
1.18 Repayment of borrowings - -
1.19  Dividends paid - -
1.20 Other - costs relating to issue of shares (211) (222)
Net financing cash flows 3,387 3,378
Net increase (decrease) in cash held 2,098 (582)
1.21 Cash at beginning of quarter/year to date 6,141 8,821
1.22 Exchange rate adjustments to item 1.20 - -
2
1.23 Cash at end of quarter 8,239 8,239

+ See chapter 19 for defined terms.
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admitted on the basis of commitments

Payments to directors of the entity and associates of the directors

Payments to related entities of the entity and associates of the related entities

Current quarter

$A'000
1.24 Aggregate amount of payments to the parties included in item 1.2 295
1.25 Aggregate amount of loans to the parties included in item 1.11 -
1.26 Explanation necessary for an understanding of the transactions

Item 1.24 Reflects the following related party payments:

superannuation of $69,080 (YTD: $423,071).

(”ATL”).

them for ATL.

(a) Total amounts paid to directors include director’s fees, salaries, payroll tax and

(b) Dr Stanley Crooke, a director of the Company is also a director of Isis Pharmaceuticals
Inc (“Isis”). A total amount of $148,517 (YTD: $296,244) was paid to Isis for research
and development related services provided by them to Antisense Therapeutics Limited

(¢) Professor George Werther, a director of the company, is an executive officer of the
Murdoch Childrens Research Institute (“MCRI”). An amount of $77,057 (YTD:
$158,356) was paid to the MCRI for facilities provided and services performed by

Non-cash financing and investing activities

2.1

22

Details of financing and investing transactions which have had a material effect on consolidated

assets and liabilities but did not involve cash flows

Not applicable.

Details of outlays made by other entities to establish or increase their share in businesses in which

the reporting entity has an interest

Not applicable.

Financing facilities available
Add notes as necessary for an understanding of the position. (See AASB 1026 paragraph 12.2).

3.1

32

Amount available
$A°000

Amount used
$A°000

Loan facilities

Credit standby arrangements

+ See chapter 19 for defined terms.
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admitted on the basis of commitments

Reconciliation of cash

Reconciliation of cash at the end of the quarter (as Current quarter Previous quarter
shown in the consolidated statement of cash flows) to $A’000 $A’000
the related items in the accounts is as follows.
4.1 Cash on hand and at bank 1,239 1,641
4.2 Deposits at call 7,000 4,500
43  Bank overdraft ) i
4.4 Other (provide details) ) )

Total: cash at end of quarter (item 1.23) 8.239 6,141
Acquisitions and disposals of business entities

Acquisitions Disposals

5.1  Name of entity

5.2  Place of incorporation

or registration

(Item 1.9(a))

(Item 1.10(a))

Not applicable

Not applicable

5.3 Consideration for
acquisition or disposal

54 Total net assets

5.5  Nature of business

Compliance statement

1
2
Sign here: Kathryn Andrews
Print name: Kathryn Andrews

This statement does give a true and fair view of the matters disclosed.

Date: 25 July 2006

This statement has been prepared under accounting policies which comply with accounting
standards as defined in the Corporations Act (except to the extent that information is not required
because of note 2) or other standards acceptable to ASX.

+ See chapter 19 for defined terms.
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Appendix 4C
Quarterly report for entities
admitted on the basis of commitments

Notes

l. The quarterly report provides a basis for informing the market how the entity’s activities have
been financed for the past quarter and the effect on its cash position. An entity wanting to
disclose additional information is encouraged to do so, in a note or notes attached to this

report.
2. The definitions in, and provisions of, AASB 1026 Statement of Cash Flows apply to this
report except for the paragraphs of the Standard set out below.
. 6.2 - reconciliation of cash flows arising from operating activities to
operating profit or loss
. 92 - itemised disclosure relating to acquisitions
. 94 - itemised disclosure relating to disposals
. 12.1(a) - policy for classification of cash items
. 12.3 - disclosure of restrictions on use of cash
. 13.1 - comparative information
3. Accounting Standards. ASX will accept, for example, the use of International Accounting

Standards for foreign entities. If the standards used do not address a topic, the Australian
standard on that topic (if any) must be complied with.

+ See chapter 19 for defined terms.
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Appendix 3X
Initial Director’s Interest Notice

Rule 3.194.1

Appendix 3X

Initial Director’s Interest Notice

Information or documents not available now must be given 1o ASX as soon as available. Information and
documents given to ASX become ASX s property and may be made public.

Introduced 30/9/2001.
Name of entity Antisense Therapeutics Limited
IABN 41 095 060 745

We (the entity) give ASX the following information under listing rule 3.19A.1 and as agent
for the director for the purposes of section 205G of the Corporations Act.

Name of Director Frank Bennett

Date of appointment 31 July 2006

Part 1 - Director’s relevant interests in securities of which the director is the registered
holder

In the case of a trust, this includes interests in the trust made available by the responsible entity of the trust

Note: In the case of a company, interests which come within paragraph (i) of the definition of “notifiable interest of a director” should be
disclosed in this part.

Number & class of securities

Nil

+ See chapter 19 for defined terms.
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Appendix 3X
Initial Director’s Interest Notice

Part 2 — Director’s relevant interests in securities of which the director is not the

registered holder

In the case of a trust, this includes interests in the trust made available by the responsible entity of the trust

Name of holder & nature of
interest

Note: Provide details of the circumstances giving rise to
the relevant interest.

Number & class of Securities

Nil

Part 3 - Director’s interests in contracts

Note: In the case of a company, interests which come within paragraph (ii) of the definition of “notifiable interest of a director” should be

disclosed in this part.

Detail of contract

Nature of interest

Name of registered holder
(if issued securities)

No. and class of securities to
which interest relates

+ See chapter 19 for defined terms.
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Appendix 3Z
Final Director’s Interest Notice

Rule 3.194.3

Appendix 3Z

Final Director’s Interest Notice

Information or documents not available now must be given to ASX as soon as available. Information and
documents given to ASX become ASX's property and may be made public.

Introduced 30/9/2001.
[Name of entity Antisense Therapeutics Limited
IABN 41 095 060 745

We (the entity) give ASX the following information under listing rule 3.19A.3 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of director Stanley Crooke

Date of last notice

Date that director ceased to be director 31 July 2006

Part 1 — Director’s relevant interests in securities of which the director is the registered holder
In the case of a trust, this includes interests in the trust made available by the responsible entity of the trust

Note: In the case of a company, interests which come within paragraph (i) of the definition of “notifiable interest of a director” should be
disclosed in this part.

Number & class of securities

Nil

+ See chapter 19 for defined terms.
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Appendix 3Z
Final Director’s Interest Notice

Part 2 — Director’s relevant interests in securities of which the director is not the registered

holder

Note: In the case of a company, interests which come within paragraph (ii) of the definition of “notifiable interest of a director” should be

disclosed in this part.

In the case of a trust, this includes interests in the trust made available by the responsible entity of the trust

Name of holder & nature of interest
Note: Provide details of the circumstances giving rise to
the relevant interest

Isis Pharmaceuticals Inc.

(Stanley Crooke is Chairman &
CEO of Isis and has an ownership
interest in Isis.)

Number & class of securities

20,000,000 Options over Ordinary Shares
(expiring 30/11/2006) exercisable at 20 cents.

40,333,333 ordinary shares fully paid

Part 3 — Director’s interests in contracts

Detail of contract

Nature of interest

Name of registered holder
(if issued securities)

No. and class of securities to
which interest relates

+ See chapter 19 for defined terms.
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Australian Securities &
Investments Commission

Electronic Lodgement

Document No. 7E0800065

Lodgement date/time: 02-08-2006 11:43:20
Reference I1d: 73870588

Form 484
Corporations Act 2001

Change to company details

Company details Company name
ANTISENSE THERAPEUTICS LIMITED
Australian Company Number (ACN)
095 060 745

Lodgement details Who should ASIC contact if there is a query about this form?

Name

Kathryn Jane Elizabeth ANDREWS

Signature
This form must be signed by a current officeholder of the company.

I certify that the information in this form is true and complete
Name

Kathryn Jane Elizabeth ANDREWS

Capacity

Secretary

Signature

Date signed
02-08-2006

ASIC Form 484 Ret 73870588 02/08/2006 Page 1 of 2



Form 484 - Change to company details
ANTISENSE THERAPEUTICS LIMITED ACN 095 060 745

B1 Cease company officeholder

Officer Officeholder cessation Details
This section shows the cessation of a Ro|e(s)
company officeholder Director - Cessation Date: 31-07-2006
The name of the ceased officeholder is:
Given names STANLEY THOMAS
Family name CROOKE
Birth Details

Date of Birth 28-03-1945
Citytown of Bith INDTANAPOLIS
Country of Bith TUNITED STATES

B2 Appoint company officeholder

Officer Officeholder Appointment Details

This section shows the appointment of Role(s)

a company officeholder Director - Appointment Date: 31-07-2006
The name of the appointed officeholder is:
Given names Clarence Frank
Family name BENNETT
Birth Details

Date of Birth (1-11-1956
Citytown of Birth Farmington, New Mexico
Country of Birth United States
Residential Address

Address

1347 Cassins Street
CARLSBAD, CALIFORNIA, 92011
United States :

ASIC Form 484 Ref 73870588 02/08/2006
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