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Washington, D.C. 20549
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Attentions Mr. Elliot Staffin ; :
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Re:  Virulyties Limited | . U P PL 1:
12g3-2(b) Information . o MAR232D7 ;S | |
_ File No. 82-34945 : THOMSON '
: FINANCIAL '
Dear Mr. Staffin |

!
Enclosed please find information that Viralytics Limited is required to furnish to the

Securities and Exchange Commission pursuant to Rule 12g3-2(b) of the Securities Exchange
Act of 1934, as amended.

The attached documents are being furnished with the understanding that:

b

e they will not be deemed "filed" with the Securities and Exchange Commission or
otherwise subject to the liabilities of Section 18 of the Securities Exchange Act; and

e neither this letter nor the fumlshmg of such documents shall constitute an admission
for any purpose that Viralytics Limited is subject to the Secuntles Exchange Act.

If you have any questions or comments, please call the undersigned on telephone 61 2 9499
3200.

oo .

Bryan Dulhunty
Executive Chairman
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¢s Lid ABNQZ 0106573
www.viralytics.com ‘

294993200 f+612 9499 3300 |
8/33 Ryde Road Pymble NSW 2113
Australia
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: . Appendix 4D APFICE OF AMTERMATIOH AL
CYRPORATE FINANCE
Half Year Report

For the 6 months ended December 2006 (current permd)
and the previous corresponding penod 6 months ended 31 December 2005

Resulits for announcement to the market

i ]

3A'000
' |
Revenue from ordinary activities: Up 300% to 84
j (Loss) from ordmary activities after tax attributable i
to members: Down 48% to {2,274)
\ Net (loss) for the period attributable to members: Down 48‘%1: to (2,274)
i | ‘ Previous
i corresponding
Current period Period
1 ! i
Net tangible asset backing per ordinary security 3.5 cents 2.7 cents
t
Basic earnings/(loss) per share ; (1.1) cents . {3.3) cents

An explanation of the result of the current period are set out in the Directors Repon contained in the
. attached audit reviewed half-year Financial Repcn ! _ .

Full Financial details of the Company are also contained in the attached audit reviewed half-year

Financial Report

' f . c IVED
|
\
|

Dividends: It is not proposed that any dwldend will be paid. No dmdends were paid in the
previous comresponding period. . !
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}

T !

Directors’ Report ; E
- 4

|

Your directors’ submit their report on the compan} and its controlled entitiés for the half- year
ended 31 December 2006. : l .

L
- . ) L . |
The names of the directors of the company in otfice at the date of this report are:.

| ‘

DIRECTORS

Mr. Bryan Dulbunty: Executive Chairtnan

Dr. Dennis Feeney: Non-Ixecutive Director
Assoc. Professor Darren Shafren: ~ Non-Executive Director
RESULTS AND DIVIDENDS

$4,771,297).

i
The loss after tax of the company for the half-year was §2,274,614 (prior period loss of

|

1

t

No dividend was proposed or paid.

REVIEW OF OPERATIONS

The six month period ended 31 December, 2006 covered by this FEpOIt was an exceptionally
strong operational period for the Company. I

INTELLECTUAL PROPERTY

The Company’s Intellectual Property (1IP) position was significantly str:eﬂgtlmned during the
period when all conditions relating to the Virotarg 1P license were met and the Company was
able to call for assignment of the IP.

The (.omp.mvs research and development research conanues to add to the 'strength of the
Company’s T portfolio. : |

CLINICIAL TRIALS
The Company’s clinical trial program has met its first significant milestone and gained Ethics

Committee approval from two Australian hospitals for two difterent aqhninistmtion methods
coveting 3 cancer types: Prostate, Breast and Melanoma.

In November, the Compan}' gained Lithics Committee approval ftom a major Australian Hospital
to conduct a Phase 1, 9 patient, open label smdy of CAVATAK™ given mtratumouully in Stage
IV melanoma. |

In November, the Company lodged an.Ethics Committee subrmsmon for a 26 patient
intravenous administration, Phase 1, dose escalation trial, using CAVA’ IAK‘“ in late stage Breast,
Prostate and Melanoma cancer patients. Ethics Committee approval for tlus trial was granted on
12 January 2007. . |
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VIRALYTICS LIMITED ‘
. t
Directors’ Report :

|

The testing of CAVATAK tor adventtous agents was completed by a nmnbet of accredited,
iridependent laboratories. This cleared the way for CAVATAK™ (o be uscd in approvad human
trials. . |

' |
RESEARCH AND DEVELOPMENT ‘ i

! i
The Company continued to advance its clinical trial based research and development program.
The Company presented strong preclinical rescarch results in Breast cancu Prostate cancer and
Multiple Myeloma at an International Furopean conference in Novembcr ”UD() These results
were instrumental in lodging and gaining approval of the 26 patient mtravenous administration,

Phase I, dose escalaton trial discussed above. i

During the period virus production was successfully scaled up, al}owi1|1g the production of
sufficient viral stock of CAVATAK™ to allow completion of the abovementioncld human trials.

|
During the period, work has commenced on the establishment of an Echovirus type 1 master
virus cell bank. Development of this second virus 1s expected to enable the Company to conduct
human trials in a greater range of cancers. '

CORPORATE

The Company changed its name to Viralytics limited. The name change was demgned to reflect
the Company’s focus on its Virotherapy technology i

The period saw the successful completon of the $6.6m underwritten prosptlecms and re-quotation
of the Company on the ASX.
|

The Company announced the cummcucumnt of trading of its Amerlcan Depusltary Receipts
{(ADR). ‘ i

1

CASH MANAGEMENT

As can be scen from the description above, the 6 month period ended 31 ‘Decunbe_t 2006 was a
strong operational period for the Company. Whilst delivering strong opemn(mal results the
Company has been able to significantly reduce its operational cash outﬂow from the
timplementation of a continual cost cutting program. i
i

Cash expenditure on opexanmm] activities for the period ended 31 December 2006 was $1.9m.
For the corresponding prior period cash expendmu'e on operational activities was $2.6m. A
reduction of $700,000. The Company is tocused on cotting its overhead .md corpuratc costs and
directing funds to strengthening its Intellectual Property portfolio, a tocused rtsearch and

development program and expanding its clinical trial program. |
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Directors’ Report

INVESTMENTS i

Analytica Limited (ASX code: ALT) !

Viralytics Ltd owns 26.7% of the outstanding capital of Analytica. This investment has a carrying
value of $1m. (Market value at 31 December 2006 was $1.24m) Analytica 1s.dew.lopmg a range of
medical devices and has formed a distribution joint venture with a Chinese medical devices
manufacturer to further these aims. For further information please refer to{the Analytica website

www.analyticalid.com

CBio Ltd ' I

I 1
Viralytics I.td owns 4 6% of the cutstanding capital of CBio Limited. C BlO Ltd is a public non-
listed Company. This investment has a carrying value of §3.6m or §3 per qh.m, (T he cost price of
this investment was $1.2m or §1 per share) CBio is developing the pmduct CPN10 for. the
potential treatment of a range of inflammatory diseases. For further information please refer to
the CBio website www.cbio.com.au “

= |
InJet Digital Aerosols Limited (IDAL) f

Viralytics owns 45.3% of the outstanding capital of IDAL. ID: AlLisa publi":: non-listed company.
It has a patent portfolio which is licensed to Canon Inc for the purposes ot commertcialisation of
this technology. For further information please refer to the IDAL website www, mjet.com an

Sorafin (Intellectual Property)
Viralytics Ltd owns an intellectual patent pqrtfo]io for the potental treatment é)f Psoriasis and
Atopic Dermatitis. The Company is looking to out-license this IP. i

; |
THE NEXT SIX MONTHS - | '

t

The Company is expecting another operationally stmng 6 months with thc commencement of
human trials and expected strong research results. The Company will be focusmg on building its
intemational reputation with an emphasis on peer group publications and a strengthening of
international assoctations. |

|
Auditor’s Independence Declaration ' i

A statement of independence has been provi(.:ied by our auditors, Bentleys MRI Charteted
Accountants and is included at page 21. ' r

Signed in accordance with a resolution of directors
)

Mr Bryan Dulhunty
Lixecutive Chairman
Svdney Date 26 February 2007

|
|
|
|
|
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Condensed Income Statement
for the half-year ended 31 December 2006 )

i
I
|
|
|
f
|
1

Interest from other persons / corporations

Cither income

Total Income

Résearch and development
Borrowing costs — other persons
Amortisation of intangibles .
Employee costs ;
|
Administration expenses E
Depreciation expense !
Share basgﬁd payments |
Total Expenses _ ]

Share of net losses of associates accounted for using
the equity method l
1
i
1

(Loss) from ordinary activities before income tax
income tax expense |

(Loss) from ordinary activities after income tax

Basic canﬁngs/ (loss) per share (cents per sha:rc)

Lyiluted earnings/(loss) per share (cents per share)

The accompanying notes form part of these financial statements. '

|
CONSOLIDATED

Decemfber ! December
2006 | 2005
$ ‘: $

|
84,246 | 18,839
|
- 9,065
84,246 27,904
[
!
i
. |
(1,070207) | (1,327,374)
|
21792) |
(112!349) ' ovas30)
@30l087) 1 (705,023)
(6281963) | (672,293)
@3loTyy | (85,234)
S (46,000)
2,1285369) | (3,930,754)
i
!
(2301491) | (868,447)
i
|
(Q274614) | (4771,297)
(2,274}614) . (@771,297)
i
(1.1 cents) ' (3.3 cents}
(1.0 cents) : (3.0 cents)
'}
'
I

!
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Condensed Balance Sheet
for the half-year ended 31 December 2006

i
1
i
1
I
1

_ Notes
ASSETS
Current Assets

Cash and cash equivalents

3

‘Trade and other receivables

Total Current Assets

MNon-Current Assets
Plant and equipment

Investiments ‘ : 3

B

]ntaugible assets
Trade and othet receivables
Total Non-Current Assets

TOTAL ASSETS

LIABILITIES

Current Liabilities |

Trade and other payables 5
Provisions

Total Current Liabilities
TOTAL LIABILITES
NET ASSETS

EQUITY
Issued capital G
Reserves

Accumulated losses

TOTAL EQUITY

The accompanying notes form part of these financial statements.

l
CONSOLIDATED

Deceniber " June
2006 2006
S | $
!
!
3,245,736 3357221
405,734 509,071
3,651,470, 3,866,292
|
494,845 ' 565,571
4,648,222  4,748713
5,240,708 3,145,857
56,298 56,298
10,440,073 8516439
14,091,543 12,382,731
i
441676 2782517
32,759 66,920
474,435 2,849,437
474435 2849437
|
13,617,108 9,533,294
39918457 33,560,029
3,505;,000 3,504,000
(29,805,349)  (27,530,735)
13,617,108 9,533,294

i
E

'

6
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for the half-year ended 31 December 2006

i
|
Condensed Statement of Changes in Equity :

CONSOLIDATED
$ $ $ $
Share Capital  Accumulated Resetves| Total
. losses l
Balance at 1-7-2005 25,903,550 {18,258,352) 1,058,0([)0 8,703,198
Loss for period - #771,297) ; {4,771,297)
}
Share based expense - 46,090 46,000
i |
Issue of share capital 2,428,758 t f 2,428,758
! [ t
Exercise of Options 89,000 |- 89,000
Cost of capital raising {106,592) - (106,592)
[ |
Balance at 31-12-2005 28314716 {23,029,649) 1 ,104,0?0 s 6,389,067
f
|
. |
! !
Balance at 1-7-2006 33,560,029  (27,530,735) 3,504,000 9,533,294
Loss for period - (2,274,614) |- {2,274,614)
Issue of share capital 0,243,855 - i - 6,243,855
Cost of capital raising (330,627) - P- (330,627)
Exercise of Options 445 200 - | - 445,200
: I
Balance at 31-12-2006 39918457 (29,805,349) 3,5()4,(.\!00 13,617,108
i
i
i
!
| |
The accompanying notes form part of these financial statements. |
!
i
|
|
! 7



VIRALYTICS LIMITED

31 December 2006 Half-Year Fmancnal Report

Condensed Cash Flow Statément

J

for the half-year ended 31 December 2000

Cash flows from Operating Activities

Receipts ftom customers

Payments to suppliers and employees

Research Costs
Interest received

Fihance costs

'
|
l
'
I
i
3
1
1

Net cash provided by/(vsed in) operating

activities

Cash flows from Investing Activities

Purchase of Plant and equipment

Non-current security deposit

- Investment in associated company

- Analytica Ltd
-IDAL

Acquisition of Virotherapy Intellectual Ppmg::erty

Net cash provided (used in) investing actiivities

Cash flows from Financing Activities

Proceeds from share 1ssue

Proceeds from unallotted shares

‘ Cost of fund raising

Net cash provided by financing activities

Net increase /{dectease) in cash held

CCash at beginning of the financial period

Cash at the end of the financial period

The accompanying notes form part of these financial statements.

i
1
I

|

3

l
CONSOLIDATED

Dccember ¢ December
2006 ' 2005
sl s

E - 6,598
(1,0047 13) (1,504,704)
(995,931) (1,152,167)
84,246 ' 19,124
(2,792) | e
.
(1,919,245) | (2,631,089)
: et
(13,247) (75,518)
. 22,831
- (5,000)
(130,000) -
(2,000,000 -
(2,143247) - (57,687)
4,460,508 ' 2,053,758
. 192,750
{509,501) ' -
3951,007. 2,246,508
—
(111485) . (442,268)
3357221, 1407774
3245736 965,506




VIRALYTICS LIMITED
31 December 2006 Half-Year Fmancnal Report

“ b

|
!
Notes to the Financial Statementq |
for the half-year ended 31 December 2006 . {

|

i .
1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT

' |
This half-year financial report is a general-purpose financial report that has been prepared in
accordance with Australian Accounting Standard AASB134 ‘Interim Financial Reporting’, other
authoritative pronouncements of the Australian Accounting Standards Board and the
Curpomnons Act 2001.
The half-year financial repott should be read in conjunction with the Anﬂuai F nmncml Report of
Viralytics Limited (formerly Psiron Limited) as at 30 June 2006. It is recmmm_ndcd that the half-
year financial report be considered together with any pubhc dunouuccmcnts made by \’ualyncs
Limited during the half-year ended 31 December 2006 in accordance mth the continuous
disclosure obligations atising under the Corporations Act 2001. |

!

Except as descnibed below, the accounting policies applied by the cunsohdated entity in this half-
year financial report are the same as those applied by the consolidated cnutlcs consolidated
financial report as at and for the year ended 30 June 2006. |
The half-year report does not include full djsclusme of the type normally incladed in an annoal
financial report. :

Going Concern :
: |
The financial report for the half-year ended 31 December 2006 is prepared on a going concern
basis. |
|
If additional funding is needed the Company may be able to realise its inve}stmcnts or it may be

able to raise additional funds from the equity markets. i

! !
The directors believe they have access to sufficient funds to sadsfy creditors as and when they fall

due. !
| . . |
- ] ! -
However, if forecast costs and revenues are not met then the company may be unable to

continue as a going concem. No adjustments have been made reladng to tPe recoverability and
classification ot recorded asset amounts and classificaton of labilities that might be necessary
should the company not continue as a poing concern.

Accounting Policies ‘ |
. " : |
a) Principles of Consolidation ;
A controlled entity is any entity controlled by. V iralytics Limited. Control extsta where V. iralytics
Limited has the capacity to dominate the decxsmn making in relation to the finandal and
operating policies of another enaty so thar tht, other entity operates with Viralytics Limited to
achteve the objectives of Viralytics Limited. !

i
All inter-company balances and transactions between entities in the economic entty, including
any unrealised profits or losses, have been eliminated on consolidation 5

}
' 9

}
|
| |
i
!
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Notes to the Financial Statements

for the half-year ended 31 December 2000 cm}tinued

Accounting Policies continued

i

!

|

; i

I |

a) Principles of Consolidation continued :

i

Whete controlled entities have entered or left the economic entity during the veat; their operating
results were included from the date control was obtained or until the date control ceased.

i
Outside interests in the equity and results of controlled entities are shown as{a separate item in the
consolidated financial report. '
The economic entity comptises the financial report of Viralytics Limited and of its controlled
ennbes.

b) Cash and cash equivalents ‘ '

! .
Cash and cash equivalents include cash on hand deposits held at call with banks, other short-
term highly liquid investments with ongmal maturitics of three months or less and bank
overdrafts. |

i 1
¢) Financial Instruments ' I
Recognition i
Financial Instruments are initally measured at cost on trade date, which, inclides transaction
costs, when the related contractual rights or obligations exist. Subsequent to initial recognition
these instruments are measured as set out below.

Financial Assets at fair value through profit and loss

!
A financial asset is classified in this category if acquired principally for the [iurpo";e of selling in
the short term, or if so designated by management and within the requu‘emeut of AASB139.
‘Recognition and Measurement of Financial Instruments’. Realised and unrcahscd gains and
losses arising from changes in the fair value of these assets are included in the income staternent
in the period in which they arise.

|
Loans and Receivables i

!
Loans and- receivables are non-derivative financial assets with fixed or dt.texmiuablc payments
that are not quoted in an active market and ate stated at amortised cost usmg the effectuve
interest rate method. E

t
|
I
Available-For-Sale Financial Assets |
I

Available-for-sale financtal assets are reflected at fair value. Unrealised gaqls and losses atising
from changes in fair value are taken directly to equty. !

1

1

10
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Notes to the Pmancml btatemcntq
for the half-year ended 31 December 2006 curllunme.d !

Accounting Policies continued |
|
!

d) Impairment of Assets

| .
At each reporting date the Company reviews the carrying values of its mng1blc and intangible
assets to determine whether there is any mdmauon that those assets have been impaired. If such
an indication exists, the recoverable amount ot the asset, bung the lngher of the asset’s fair value
less costs to sell and value in use, is comp.mtd to the asset’s carrying value Any excess of the
asset’s carr_ymg value over its recoverable amu|unt is expensed to the income e,tatt.n}u‘:nt.

Impairment testing is performed annually for poodwill and intangible assets with 1}|1d&ﬁnltt: lives.

Where it is not possible to estimate the recoverable amount of an individual asset, the Company

. . . . . r

estimates the recoverable amount of the cash-generating unit to which the asset belongs.
i :

¢) Plant and Equipment ' !
I

Lach class of plant and equipment is carried at cost less depreciation and impairmént losses.

i
|
H J
'

The carrying amount of plant and equipment Iib reviewed annually by dircctf)rs to'ensure it is not
1 excess of the recoverable amount of thuc assets. The recoverable amount is assessed on the
basis of the expected net cash flows that wdl be received from the ass’ets exlnplovment and
subsequent disposal. The expected net cash ﬂo“b have been discounted to thcn current values in
dctermining recoverable amounts. ' X

Depreciation is provided on a straight-lin ¢ basis on all plant and equipment. The major
depreciation periods are: :

Computer Equipment: 243 years
Furniture & Fittings S5y : ears

|

[

. A
The assets tesidual value and useful lives are reviewed and adjusted if appropriate at each balance
sheet date. ! ‘ ;
|
An assets carrying value is written down nnmedlatelv to its recoverable amnuut if the asset’s
carrying amount is greater than its estimated recuvc_rable amount.
I
Gains and losses on disposal are determined by comparing proceeds with the carrying amounts.
These gains and losses are incloded in the mcom(, statement. When uv.tllued assets are sold,
AMOUNts 111clud(,d in the revaluation rcsc.n'c‘ relating to that asset are tlanbfem:d to retained
carnings.

(f) Investments in Associates !

! .
! - '
1

Investments in associate companies are recoguised in the financial statements by applying the
equity method of accounting where significant influence is exercised over an investee. Significant
I !

11
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: o | .
Notes to the Financial Statements o

for the half-year ended 31 December 20006 continued

Accounting Policies continued
() Investments in Associates continued

influence exists where the investor has the power to participate in the ﬁx?allcial and operating
poliey decisions of the investees but does not have control or joint control over these policies.
g) Intangibles .

i
|

.
:

Patents i
Patents are recognised at the cost of ‘1cqms1ulon Patents have a finite life and are earried at cost
less any accumulated amortisation and any 1mpa1m1t,ut losses. Patents are; amurtlsed over their
useful lives of 20 veats or less. Amounts mcurrt.d in acquiring and extendmg pateﬂtb are e\pt.nsed
as.incurred, except to the extent that such C()Stb are expected beyond any reasonable doubt to be
recoverable. ! t !
. I ! _
Intellectual Property — Virotarg Licence : L
F

Intellecrual pmpmty has been brought to account at cost of acquisiion. lhc Virotarg licence was
originally bemg wtitten off over the licence penod {two years} ending Novunbu 2006.

In December 2006, the intellectual property j11c111ded under the licence agi“eemeht was assigned
to Viralytics Ltd. The licensing agreement was hence terminated. The acquired patents
(previously the subject of the licence) are being written off over the life of the shortest patent.(14
years). T his amortisation change was made effective 1 July 20006. j

|
h) Employece Benefits : !

Provision is made for the Company’s hability for employee benefits ansmg from services
rendered by employees to balance date. meluyce benefits that are expected to be settled within
one vear have been measured at the amuuuts that are expected to be paid when the liability is
b{.ﬂlf.d, plus non-related on-costs. L‘mpluyee benefits payable later thanrunt year have been
measured at the present value of expected futire cash outflows to be made for thdse benefits.
) l ' !

i) Provisions | .

' ;
Provisions are recognised when the C ompanyl has a legal or constructive obllgatum as a result of
past events, for which it is probable that anloutﬂow of economic bmehts will resule and that
outflow can be reliably measured. | [ '

! | .
)). Revenue Recognition Coa E !

i ’ l gt
Revenue from the sale of goods 1s recognised when goods ate delivered to customers.

j
Interest tevenue is recognised on a pmp()ruonal basis taking into account the interest rates
applicable to the financial assets. | :

I
12




VIRALYTICS LIMITED _
31 December 2006 Half-Year Financial Report

Notes to the Financial Statements

I

|

|

for the half-year ended 31 December 2006 continued :
Accounting Policies continued ;
|

1) Revenue Recognition continued

|
Dividend revenue is recognised when the right to receive a dividend has been established.

. . . - - - . N
Revenue from the rendering of a service is recognised upon the delivery of services.
All revenue is stated net of the amount of goods and setvices tax (GST). l

|
k) Research and Development Expenditure !
. ‘ ... .i
Amounts incurted on research and development activities are expensed as lnlcun‘ed, except to the
extent that such costs are expected beyond any reasonable doubt to be recovf:rable,
' |
1) Income Taxes ; i ’
. . I .
The charge for current income tax expense is based on the profit for the year adjusted for any
non-assessable or disallowed items. It is calculated using tax rates that havc been enacted or are
substantially enacted by the balance sheet date.
l
Deferred tax is accounted for vsing the balance sheet Lability method in rt.spect of tempm.n'y
differences arising between the tax bases of assets and liabilities and their carrymg amounts in the
financial statements. No deferred income tax will be recognised from the mmal recognition of an
asset or liability, excloding a business combination, where there is no effect on accounting or
taxable profit or loss. l
| E
Diéferred tax is caleulated at the tax rates that ar g prcctt_d to apply to the ptnod when the asset
is realised or hability is settled. Deferred tax 15 credited in the income stat(.ment C.\Ctpl’ when it
relates to items that may be credited directly to equity in which case the dt.ferred tax is adjusted
directly against equity. |

Deferred income tax assets are recognised to the extent that it is probable that future tax profits
will be available against which deductible temporary differences can be util.iséd.
The amount of benefits brought to account or which may be realised in the futurt, is based on the
assumption that no adverse change will occur in income taxation legislatmn’ and the anfticipation
that the economic entity will derive sufficient future assessable income to enable the benefit to be
realised and comply with the conditions of deductibility imposed by the law. ,

i
m) Goods and Services Tax ; [

B : - f .- o

Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST)
except where the amount of GST incurred is not recoverable from the ta.\;'ation anthority, it is
recognised as part of the cost of acquisition of an asset or as part of an item of expense.
Receivables and Payables in the balance sheet are shown inclusive of GST. |
L E l ]

‘ f 13
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Notes.to the Financial Statéments

for the half-year ended 31 December 20006 continued

Accounting Policies continued

m) Goods and Services Tax continued

. . - 1 . - S p—
Cash flows ate included in the Cash Flow Statement on a gross basis except for the GS§1

component of investing and financing activities, which are disclosed as oper-.;ating cash lows.

n) Comparative Figures

Whete required by Accounting Standards comparative information has been: adjusted to conform

with changes in presentation for the current year.

. 2. RECEIVABLES - CURRENT
COther debtors

3. INVESTMENTS
(2) Investment in unlisted entities at fair value

- CBio Ltd

- InJet Digital Aerosols Inc |
Provision for diminution in valoe
(b) Investment in equity accounted associates
- InJet Digital Aerosols Led i

- Analytica Limited

Impairment losses

Total Investments

!
I
[

December | June
2006 | 2006
$ | $

405,734 509,071
405,734 509,071

i

I
3,600,000 3,600,000

|
704,200 704,200
(704,200) (704,200)
I .

|

|
37,354 ;

|
1,051,001 1,525,810
(40,133) (377,097)
1,010,868 1,148,713

!

j
4,648,222 4,748,713

14
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31 December 2006 Half-Year Financial Report

-,

Notes to the Financial Statements

for the half-year ended 31 December 2006 continued

3, INVESTMENTS continuned

(c) Investments accounted for using the equity
method ‘

- InJet Digital Aerosols Ltd 45.34% ownership
interest

Share of associate’s net loss after tax
Prior year shortfall catried forward

Share of Net Loss

- InJet Digital Aerosols Ltd

Carrying amount of investment
Balance at beginning of year

New Investtnent

Share of loss to extent of carrying value
Shate of loss on dilution of investment

Carrying amount of investment at end of period

Share of associate’s assets and liabilittes
Current Assets
Current Liabihities

Net Assets

Accumulated losses attributable to associate
Balance at beginning of year
Share of associates losses for period

Balance at end of pcriod

December June
2006 2006
s $
i
{
(79,936) (134,638)
(12,710) (31,357)
(92,646) (165,995)
|
I
- 116,786
:
130,000 -
(92,6cﬁ6) (102,743)
| - (14,043)
31,354 -
|
I
51,618 68,656
(14,264) (100,524)
37,354 (31,868)
i
t
(517,852) (383,214)
t
(79,936) (134,638)
(597,788) (517,852)

|
i
|
i
}
|
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Notes to the Financial Statements

|
I
|
i
for the half-year ended 31 December 2006 continued E
|
i

3. INVESTMENTS continued ;

i
- 1
(¢) Investments accounted for using the equity December , June
method 2006 | 2006
' $ . $
e -
- Analytica Limited 26.67% ownership interest !
Share of associate’s net loss after tax i (97,7 1:2) (B20,490)
Share of Ner Loss | 97,712) (820,490)
[
!
- Analytica Limited !
Carrying amount of investment ' | é
Balance at beginning of year 1,148,7|13 2,341,300
New Investment ‘- 5,000
Share of loss to extent of carrying value ; (97,7 1:2) (820,490
Impairment Losses ‘ (40,133) (377,097)
Carrying amount of investment at end of period 1,010,858 1,148,713

}
|

[

j— - . . . Iw . . | -
I'ie market value of shares in Analytica using the closing price of the shares at 31 December

2006 of 2.7 cents was $1,240,610.

Share of associate’s assets and liabilities

i
|
|

Current Assets : 48,072 89,876
Non-current assets ' 28,0?1 29,625
Current Liabilities ! (79,02;?) (24,652)
Net Assets - (2,859) 94,849
Accumulated losses attributable to associate

Balance at beginning of year , (1 ,429,19;0) (608,700)
Share of assuciates losses for period ! (97,71#)) \ (820,490)
Balance at end of petiod ; (1,526,9(i2) (1,429,190)

i
|
|
|
!
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Notes to the Financial Statéments

for the half-year ended 31 December 2000 continued

i
|
!

4, INTANGIBLE ASSETS

Intellectual Property — Virotarg Licence

Movement in Intangibles
Opening balance at 1 July

Issue of shares on meeting milestones in’ accordance
with licence agreement: Issued on 26 Auguist 2005, 25
November 2005 and 29 June 2006

Iinal issue of shares required uvnder Virotarg

Development and lLicence Agreement:  lssued 14
December 2006 '

C.ash payment on production milestone

Closing cost at end of period

Accumulated amortisation

Net carrying value at end of period

5. TRADE AND OTHER PAYABLES
Trade creditors

Other payables

6. ISSUED CAPITAL

Ordinary Shates — Issued and fully paid

December

June
2006 2006
s $
5,240,708 3,145,857
H
6,303,600 3,769,600
’ :
o 534,000
/ .
2,207,200 ;
. ! :
T
r
- 2,000,000
8,510,800 6,303,600
(3,270,092) (3,157,743)
5,240,708 3,145,857
307,178 2,380,736
134,493 401,781
441,676 2,782,517
i
39,918,457 33,560,029

17
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VIRALYTICS LIMITED

31 December 2006 Half-Year Financial Report

Notes to the Financial Statements
for the half-year ended 31 December 2006 continued

6. ISSUED CAPITAL continued

Movements in ordinary shares on issue
At 1 July 2006
Virotarg licence allotment
Options exercised
Non-renounceable Rights Issue at 15.0 cents
Costs of capital raising
" At 31 December 2006

Options

Unlisted c;pt:ion issued under the Employee shate plan

Other unlisted options

Movements in Options
Balance at the beginning 1 July 2006
Options issued

Other Options exercised

Other opuons that lapsed
Balance at 31 December 20006

7. SEGMENT INFORMATION

‘December
2006
Number -3
194,435,636 33,560,029
15,500,000 2,207,200
4,000,000 445,200
26,910,868 4,036,655
: (330,627)
240,846,504 39,918,457
!
December June
2006 2006
i
1,570,000 1,570,000
|
10,550,000 13,050,000
12,120,000 14,620,000
' !
14,620,000
2,000,090
(4,000,000
(500,000)
12,120,000

'
i
!

In the current reporting period the Company operated only in Austmlm within the medical

research and technology sector.

8. CONTINGENT LIABLITIES/GUARANTEE

Viralytics Ltd and the Australian Technology Innovation Fund Limited, jointly and severally,
gharantee the performance of the obligations of Injet Digital Aerosols Limited (IDAL) in the
hcence agut.meut between Canon Inc and IIDAL. The guarantee includes, wlth()ut limitation, the
grant of the exclusive licence of the patents to Canon and the refund of the initial upfront fee of
U381 million to Canon in case of a material breach of the licence agreement by IDAL.
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j
o #
Notes to the Financial State:ments E i
;
1

for the half-year ended 31 December 2006 continued

9. SUBSEQUENT EVENTS

i

There have not been any matters or circomstances that have arisen since thc cnd of thL period,

that have signiticantly atfected, or may elgmﬁcantlv affect, the opt,ran(m.s Lof fhc company, the
tesults of those operations, or “the state of affaue of the company in hﬂancml }eals after the

half-vear period.

f
:
;
%
E
|
|
|
E
|
|
j
|

|
|
|
E
|
;
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Directors’ Declaration

The directors’ of the Company declare that:

1)) the financial statements and notes, as set out on pages 5 to 19 ‘ : : !

(a) comply with Accounting Standard AASB 134: Interim Financial Reporting and the
Corporations Regulations, and

(b} give a true and fair view of the company’s financial position as at 31 December 2006
and the performance for the half-year ended on that date. :

(2) subject to the comments in Note 1 regarding going concers, in thc directors’ opinion
there are reasonable grounds to believe that the Company will be able to pay its debts as
and when they become due and payable. | ‘, |
b ‘

This declaration is made in accordance with a resolutton of the Board of Directors.
' :

Mr Bryan Dulhunty
Executive Chairman ;

S)"dney ‘ [
Date: 26 February 2007 J
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VIRALYTICS LIMITED AND ITS CONTROLLED ENTITIES

b .
+ i

) i !

 AUDITOR’S INDEPENDENCE DECLARATION!
UNDER SECTION 307C OF THE CORPORATIONS ACT 2001

TO THE DIRECTORS OF VIRALYTICS LIMITED

- |
L
| .

+

1 declare thit, to the best of my kuow]iledge and belief, during the half year ended

31 December 2006 there have been:

P

(D no contraventions of the auditor independence requirements as é‘.et out in the
Corporations Act 2001 in relation to the review; and ! :
. : . ! )

- (i) no contraventions of any applicable code of professional conduct inirelation to the
review, : l |

[l

Benteys MRI P.MPower |
Brisbane Pattnership : PPartner

Chartered Accountants
{
|

Brisbane 26 February 2007

]
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. é
INDEPENDENT AUDITOR’S REVIEW REPORT '
|

‘TO THE MEMBERS OF VIRALYTICS LIMITED

Report on the Half-Year Financial Report ;

We have reviewed the accumpaﬂvmg half-year tinancial report (“financial rcpott ) of Viralytics
Limnited, which comprises the condensed balance sheet as at 3t December 2006, and the
condensed income statement, condensed statement of changes in equity, coudcnscd cash flow
stitement for the half-year ended on that date, accompauymg L\'planatury notes to the financial
statements including a statement of signiticant accounting policies and the d:rectors declaration
of the Viralytics Limited consolidated entity (“the consolidated entity”). The consolidated entity
cotprises Viralytics Limited (“the company”) and the entities it controlled dunng the half-year
petiod and at the half-year’s end.

,
|
, .
Directors’ Responsibility for the Flalf- Y ear Vinancial Report :
The directors of the Company are responsible for the preparation and fair; presentation of the
half-year financial report in accordance with Australian Accounting Standards (including
Australian Accounting Interpretations) and the Corporations Act 2001. This rébponsibility includes
designing, implementing and maintaining internal control relevant to the prt.pamtlon and fair
presentation of the half-year financial report that is free from material mtsbtatcmcnt whether due
to fraud or error; selecting and applvmg apprupriate accounting policies; and making accounting

estimates that are reasonable in the circunstances. :

|

!

Aiditors’ Responsibility |
Our responsibiiitv is to express a conclusion on the consolidated half-year Fluuncii] report based
on our review. We conducted our review in accordance with Auditing Qtandard on Review
Engagements ASRE 2410 “Review of an Intertim Financial Report "Petformed by the
Independent Auditor of the Entity”, in order to state whethet, on the basis of the procedures
described, we have become aware of any matter that makes us believe that the financial report is
not in accordance with the Corporatons Act 2001 including: giving a true and fair view of the
consolidated entity’s financial position as at 31 December 2006 and its ertormance tor the half-
year ended on that date; and complying with Accounting Standard AASB134 Inferims Financial
Reporting and the Corporations Regulations 2001. As the auditor of Viralytics Limited, ASRIL: 2410
requires that we comply with the ethical requirements relevant to the andit ot the anuu.ll financial
repott, ! i

b

}

A review of a half-year financial rcport consists of making enquiries, primaril) of persons
responsible for financial and accuunung matters, and applying analy tical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with
Australian Auditing Standards and consequently does not enable us to obtain assurance that we
would become aware of all sngmﬁcant matters that might be identfied in an audit. f\ccmdmglv
we do not express an audit opinion. '
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1

[

|

: |

. i

: ' |

[

, ‘ |

Independence i

In conducting our review, we have cmnphed with the independence reqmrt,menta of the

Corparations Alct 2001. We confirm that the mdtpendmcc declaration requiréd by the Corporasions

Awt 2001, provided to the directors of Viralytics Limited on 21 February 2007 wouid be in the
sarne terms if provided to the directors as at the date of this auditors’ review .wp()rt'.

| .

g l
I |
| i
Bised on our review, which is not an audit, we have not become aware of any marter that makes
us believe that the half-year financial report of Viralytics Limited is not m'accurd.mce with the

Corporations Act 2001 mcludmg' ' g

Conclusion ‘ .

1

a). giving a true and fair view of the consolidated enaty’s ﬁnancml position as at 31
" December 2000 and of its pe1t0rmance for the halt-year ended on th.lt date; and
. [ I
b). complying with Australian Accounting Standard AASB 134 Interim Vinancial Reporting and
the Corporations Regulutions 2001. . {

L}

: ‘ ;
Inherent Uncertainty Regarding Continuation as a Going Concermn | ;
Without qualification to the upmmn expressed above, attention is drawn to the tollowing mateer.
As a result of matters described in Note 1, there is significant unccrr..umy whether Viralytics
I Armt(d will be able to continue as a going concem and therefore whether 1t will 1eql1.se its assets
and (_xuugmsh its liabilities in the normal course of business and at the am()ums stated i the

financial report.

Beatleys MRI PP M Power '
Brisbane Partnership Partner \

Brishane 26 February 2007




