31 October, 2008

Securities and Exchange Commission
Division of Corporate Finance

Office of International Corporate Finance
450 Fifth Street, N.W.

Washington D.C. 20549

US.A.

Dear Sir/Madam,
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Re: Metabolic Pharmaceuticals Limited (FILE NO. 82-34880)

submission of information filed with Australian Stock Exchange (ASX)

and Australian Securities and Investment Commission (ASIC)

pursuant to Rule 12g3-2(b) under the Securities Exchange Act of 1934

Please find attached copies of announcements lodged with the ASX and ASIC:

Date of To: Title No of
Announcement/ Pages
Lodgement
28 October 2008 ASX Notice of Annual General Meeting 69
31 October 2008 ASX Appendix 3B 8

Yours faithfully,
Metabolic Pharmaceuticals Limited

/74

Belinda Shave
Financial Controller & Company Secretary
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ASX Limited
ABN 98 008 624 691

20 Bridge Street
ASX Sydney NSW 2000
PO Box H224
Facsimile ASTRALIAN SECURITIES FXCHANGE Australia Square
NSW 1215
To Company Secretary
! 612 9227 0334
Company METABOLIC PHARMACEUTICALS LIMITED Telephone 29
Fax number 0393605777 Facsimile:
From ASX Limited — Company Announcements Office Australia: 1300 135 638
New Zealand: 0800 445 707
Date 28-Oct-2008 Internationat: 61 2 9347 0005
Time 10:49:10 612 9778 0999
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Subject Confirmation Of Receipt And Release Of Announcement DX 10427 Stock Exchange Sydney
Number of pages | only
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If ASX considers an announcement to be sensitive, trading will be halted for 10 minutes.

i your announcement is classified by ASX as sensitive, your company's securities will be placed into “pre-open” status on ASX's trading system. This means that
trading in your company's securitias is temporarily stopped, to allow the market time to assess the contents of your announcement. “Pre-open’ is approximately
10 minutas for most announcements but can ba 50 minutes (2pproximately) for takeover announcements.

Once "pre-open’” pariod is completed, full trading of the company's securities recommances.
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28 October, 2008

Mr Dean Litis

Australian Stock Exchange Limited
Level 45, South Tower

525 Collins Street

MELBOURNE VIC 3000

Dear Mr Litis,
Re: 2008 Notice of Annual General Meeting

Please find attached a covering letter to shareholders together with the 2008 Notice of Annual General Meeting
and sample voting form.

The 2008 Annual General Meeting of the Company will be held at the offices of Minter Ellison Lawyers at

Level 23 North Tower, Rialto, 525 Collins Street, Meibourne, Victoria at 2pm (Melbourne time) on
Thursday 27 November 2008.

Yours faithfully,
Metabolic Pharmaceuticals Limited

e

Belinda Shave
Company Secretary

METABOLIC PHARMACEUTICALS LIMITED ABM 96 083 B56 862
Level 3, 509 St Kilda Road, Melbourne, Victoria 3004, Australia | Telephone +61(3) 9860 5700 | Facsimile +61(3) 9860 5777 | Website www.metabolic.com.au
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Tuesday 28 October 2008
Dear Sharehoider,

Re: 2008 Annual General Meeting
2pm {Melbourne time} on Thursday 27 November 2008

On behalf of the Board of Directors of Metabolic Pharmaceuticals Limited (the "Company”), we are pleased to invite you
to attend our 2008 Annual General Meeting ("AGM") 1o be held at the offices of Minter Ellison Lawyers at Level 23 North
Tower, Rialto, 525 Collins Street, Melbourne, Victoria at 2pm {Melbourne time) on Thursday 27 November 2008.

We enclose the following documents:

* 2008 Notice of AGM which sets out the items of business, including special business in relation to the acquisition of
PolyNovo Biomaterials Ltd ("PolyNovo™), an Explanatory Statement and Independent Expert's Report;

* Proxy Form (which forms part of the Notice of AGM); and

* 2008 Remuneration Report, which has been extracted from the 2008 Annual Report, or alternatively a full copy aof
the 2008 Annual Report if you specifically requested to receive a hard copy.

The 2008 AGM is an important meeting in the history of the Company. While the business before the AGM includes the
usual agenda ltems, it also includes resolutions relating to the proposed acquisition of PolyNovo. As explained in the
Explanatory Statement accompanying the Notice of AGM, if the acquisition proceeds, it will have a very significant effect
on the nature of the Company's activities and its future prospects. That being the case, | urge you to attend the AGM,
but, if for any reason you are unable to attend, | encourage you lo complete the enclosed Proxy Form.

AGM - Items of business

Metabolic had been actively searching for around 12 months for a suitable M&A opportunity to enable the Company to
reinvent itself and build value for shareholders. On 17 July 2008, Metabolic signed a binding term sheet to acquire
PolyNovo and has subsequently signed a Share Sale Agreement with PolyNovo's two shareholders, Xceed Capital
Limited ("Xceed") and Commonwealth Scientific and industrial Research Organisation ("CSIRO"). Of the numerous
opportunities screened and evaluated by the Board over that time, it concluded that PolyNovo presented the greatest
potential to create significant value for our shareholders.

PolyNovo is an exciting company with several high potential projects, including licensing arrangements with some of the
world's largest medical device companies. PolyNovo is focused on developing a novel patented family of biodegradable
polymers, NovaSorb™ , for use in medical devices. NovoSorb™ can be tailored to large world markets with potential
applications in areas as diverse as orthopaedics, orthodontics, drug delivery, wound care, tissue engineering, nerve
regeneration and cartilage repair. The development of NovoSorb™ presents a lower risk to Metabolic than undertaking
further drug development programmes because the pathways to market are typically faster and lower cost for medical
devices than new drugs. The strategic rationals for the acquisition is to provide Metabolic, in the medium term, with a
future development path, including a potential income stream triggered by milestones from intemational licensing deals
atready secured by PolyNovao,
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w diil Nao dostosbd LNe alloallon as 1all and reasonable 10r MieldDONC'S sharenalaers (ine 1ui report 1s Included in the
Notice of AGM). The Board of Metabolic recommends that shareholders vote in favour of the resolutions relating
to the acquisition of PolyNovo.

If the proposed acquisition is successfully completed, it is intended that there will be several Board changes, including
the appointment of Or lan Griffiths as Chief Executive Officer and Managing Director of Metabolic. Dr Griffiths is the
current Chief Executive Officer of PolyNovo and will bring to the Company his expertise in polymers and extensive
experience in the management and development of biomaterials companies. Other Board changes would involve the
resignation of current Directors, Mr Don Clarke and Mr lain Kirkwood, and the appointment of Dr Stewart Washer and Mr
Bruce Rathie. Further information is provided in the Explanatory Statement to the 2008 Notice of AGM,

ltems of business at the AGM include:

* Issue of new shares to Xceed and CSIRO in exchange for 100 per cent ownership of PolyNovo

+ Change of company name from Metabolic Pharmaceuticals Limited to PolyNovo Limited

* Selective Buy-back of shares (if required for warranty claims)

* Employee Option Plan for the purposes of ASX Listing Rule 7.2 (exception 8)

* Annual accounts and reports for the year ended 30 June 2008

* Non-binding advisory resolution regarding the Remuneration Report

* An increase in the maximum annual remuneration of non-executive Directors

* Re-election of Mr Rob Stewart and elections of Mr lain Kirkwood, Mr Franklyn Brazil and Mr Paul Lappin

2008 Annual Report - Interactive version available online

X To view or download Metabolic's 2008 Annual Report, visit hitp://metabelic0801.interactiveinvestor.com.au.

Attendance at the AGM and questions from shareholders
If you would like to attend the AGM, please RSVP by calling Diana Attana on +61 3 9860 5700. Shareholders are
encouraged to email any questions regarding the Company or items of business at the AGM to

‘ diana.attana@metabolic.com.ay.

Yours faithfully,

Metabolic Pharmaceuticals Limited

/

Rob Stewart
Chairman

Encl
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Notice of Annual General Meeting

Date

Time

27 November 2008

2.00 pm (Melbourne time}

Location The offices of Minter Ellison Lawyers at Level 23 North Tower, Rialto,

525 Collins Street, Melbourne, Victoria

Action required by shareholders

Step 1
Step 2

Read the Notice of Meeting and the Explanatory Statement.

Vote on the resolutions: Your vote is important. You may vote by:
— aftending and voting at the AGM, or

— completing and returning the enclosed proxy form so as to
be received by the share registry by 2.00 pm (Melbourne time)
on 25 November 2008.
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olossary

The defined 1erms betow apply to the Notice of Meeting end
Explanotory Statement. Unless the context otherwise requires,
the singular includes the plural and vice versa, and the following
terms will have the following meaning:

(a)

{b}

{c)
{d)

le)

{g)

{h

]

{i

{ki

1]

AGM means the annuat general meeting of the
members of the Company to which the Notice of
Meeting and Explanatory Statemeni relates.

ASIC means the Australian Securitles and Investments
Commission.

ASX means ASX Umited ACN 008 624 691.
ASX Listing Rulas means the Listing Rules of the ASX,

Board means the board of Directors of the Company
fram time 1o time.,

Buy-back Shares means the Shares that Metabalic will
buy back from Xceed and/or CSIRO las the case may belin
accordance with the Selective Buy-back and Resolution 4
following a breach of a Vendor Warranty by Xceed or CSIRO
as sel out in the Share Sale Agreement.

Company means Metabolic Pharmaceuticols Limited
ACN 083 866 862.

Constitution means the Constitution of the Company
as amended from time to fime.

Conditions Precedent means the conditions precedent
10 the PolyNovo Acquisition set out in clause 2.7 of the
Explanatory Statement.

Corporations Act means the Corporations Act 2001 [Cth,

CSIRO means the Commaonwealth Scientific and Industrial
Research Organisation.

Deal means:
@ sell, assign, fransfer or otherwise dispose of;

fil ogree to offer 10 sell, assign, transfer or ctherwise
dispose of;

(il enter into any option which, if exercised (whether such
exercise is subject fo conditions or otherwisel, enables or
requires either CSIRO or Xceed las the case may belto sell,
assign, transter or otherwise dispose of; and

liv) decrease or agree to decrease an economic inferest,

{m) Directars means the direclors of the Company from time
to fima.

(n} Distribution and Escrow Deed means the deed between
Metabolic and Xceed dated 2 Octeber 2008 setting out the
terms and conditions in relation 1o the Xceed Distribution.

{ol Employee Option Plan means the employee option plan of the
Company. A summary of the material terms and condltions of
the Employee Option Plan is set out in Annexure A.

Explanatory Statement means ihe explanotory staterent
that is annexed to the Notice of Meeting.

o

lq) Independent Expert means DMR Corporate Pty Lid
ACN 063 564 Q45.

irl Independent Expert’s Report means the report of the
Independent Expert in Annexure B.

(s) Metabolic means Metabolic Pharmaceuticals Limited
ACN 083 866 862.

i) Notice of Meeting means this document, the nofice
of annual general meeting of Metabolic.

(v} Offer means the terms and conditions of the offer of the
Employee Option Plan.

{vl Options means unquoted oplions issued pursuani to
the Employee Option Plan where, if vested and exercised,
one Option will entitle the holder 1o subscribe for one Share.

Performance Rights means unquoted performance rights
issued fo certain employees of the Company pursuant to the
Company’s performance rights plan where, if vested and
exercised, one Performance Right will enfitle the holder fo
subscribe for one Share.

w
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{dd)

{ee)
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ossary

PolyNovo means PolyNovo Bloraterlals Lid
ACN 108 176 049.

PolyNovo Shares means all fully paid ordinary shares
in the capital of PolyNovo.

PolyNoveo Acquisiion means the acquisition by Melabolic

of all PolyNovo Shares from Xceed and CSIRO in exchange for
157577919 and 82,951,398 Shares respectively, subject to the
passing of the relevant Resolutions and satisfaction or waiver
of the Conditions Precedent by the relevant parties.

Resolutions means the resolutions that are set out in the
Natice of Meelfing and explained in the Explonctary Statermnent.

Selective Buy-back means the potential buy back of Shares
by Metabolic from Xceed or CSIRO (as the case may bel

in satisfaction of a breach of a Vendor Warranty by Xceed

or CSIRO {as the case may bel in relotion o the PolyNovo
Acquisifion and as set out in the Share Sale Agreement,

Share Sale Agreement means the agreement between
the Company, PolyNovo, Xceed ond CSIRO dated 2 October
2008 in relgtion to the PolyNovo Acquisition.

Shares means fully paid ordinary shares in the capital of
the Company.

Vendor Warranties means the warranties provided by Xceed
and CSIRO to Metabolic in relation fo the PolyNovo Acquisition
and as set out in the Share Sale Agreement.

Xeeed means Xceed Capital Limited ACN 009 181006.
Xceed Distribution means the proposed distribution

of Shares by Xceed to its shareholders set out in
poragraph 2.12 of the Explanatory Statement,
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Notice is given that the AGM of the members of Metabolic
Pharmaceuticals Limited will be held at the offices of Minter Eliison
Lawyers af Level 23 North Tower, Rialto, 525 Collins Street, Melbourne,
Victoria at 2.00 pm (Melbourne timel on 27 Novermber 2008.

The business 1o be considered at the AGM is se out below.

Information on the resolutions to which the business relates
is contained in the Explanatory Siaternent.

1. Special business

1.1 Resolution 1 - Issue of Shares to Xceed
Ta censider and, it thought fit, to pass the feilowing resolution
as an ordinary resolution:

"Subject to the satisfaction or waiver of the Conditions
Precedeni and the approval of Resolution 2, that, for the
purposes of tem 7 of section 611 of the Corparations Act

and for all other purposes, approval is given 1o the issue

of 157,577,919 Shares 10 Xceed [which will result in Xceed
acquiring a relevant interest in voting shares in Metabolic
which will result in its voting power in Metabolic exceeding
20%}, having regard 1o the ferms and condifions described in
ihe Explanatory Statement.”

Voting exclusion

Xceed is currently not a shareholder of the Company. However,

the Company will disregard any votes cast on this Resolution by
Xceed [lo the extent it is a shareholder ot the relevant voting timel
and any associate of Xceed who is @ shareholder of the Company.
The Company need not disregard a vole i it is cast by a person as
proxy for a person who is entitled to vote, in accordonce with the
directions on the proxy form or it is cast by a person chairing the
meeting as proxy for a person who is entitled 10 vote, in accordance
with a direction on the proxy form as the proxy decides.

1.2 Resolution 2 - Issue of Shares to CSIRO
To consider and, if thaught fit, 1o pass the following resolution
as an ordinary resotution:

*Subiect to the satisfaction or waiver of the Conditions
Precedent and the approval of Resolution 1, that, for the
purpose of ASX Listing Rule 7.1 and all other purposes,
approval is giver 10 the issue of 82,951,398 Shares to CSIRD,
having regard 1o the terms and conditions described in the
Explanatory Statement.”

Voting exclusion

CSIROis currently not a shareholder of the Company. However,

the Company will disregard any votes cast on this Resolution by
CSIRO {to the extent itis a shareholder at the relevant voting timel
and any associate of CSIRO wha is a shareholder of the Company.
The Company need not disregord a voteif it is cast by a person as
proxy for a person who is entitled to vote, in accordance with the
directions on the proxy form ot it 1s cast by a person chairing the
meeting as proxy for a person who is entitied 1o vote, in ocordance
with a direction on the proxy form s the proxy decides.

1.3 Resolution 3 - Change of company name
To consider ond, if thought fit, to pass the following resolution
as 0 special resclution:

*Subject to comptetion of the PolyNove Acquisition, thot for the
purposes of section 157(1) of the Corporations Act and all other
purposes, approval is given thai the name of the Company be
changed to “PolyNovo Limited"”

Note

Under the Corporations Act, in order for this Resolution to be
effective, it needs to be passed by a special majority of at least
75% of the votes cast by members entitled 1o vote on the Resolution
either in person or by proxy.
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1.4 Resolution 4 - Selective Buy-back
To consider and, If thought fit, to pass the following resciution
as a special resolution:

"That in accordance with Chapter 2J of the Corporations Act,
approval is given to the Company for the Selective Buy-back
os detailed in the Explanatory Staternent.”

Note

Under the Corporations Act, this Resolution needs to be passed
by a special majority of ot least 75% of the voles cast by members
entitled to vote on the Resolution either in person or by proxy.

Voting exclusion

Xceed and CSIRO are not currently shareholders of the Company.
However, in accordance with section 2570(1Hal of the Corporations
Act, no associate of Xceed or CSIRQ may cast a vote in favour of
ihis Resolution.

1.5 Resolution 5 - Employee Option Plan
To consider and, if thaught fit, to pass the following resolution as
an ordinary resolution:

“That, for the purpose of and in accordance with ASX Listing
Rule 7.2 Exception 9{b), any issue of securities made under the
Employee Option Plan be approved as an exception to ASX
Listing Rule 71"

Voting exclusion

The Company will disregard votes cast on this Resolution by any
Director and any associate of any Director. The Compony need not
disregard o vole if it is cast by a person as proxy for a person who is
entifled o vote, in accordance with the directions on the proxy form
or it is cast by a person chairing the meeting as proxy for a person
who is entitled fo vote, in accordance with a direction on the proxy
form as the proxy decides.

2. Ordinary business

2.1 Accounts and reporis
To receive and cansider the annual report of the Company for the
financial year ended 30 June 2008.

Note
This is not a Resolution and does not require shareholder approval,

2.2 Resolution 6 - Remuneration Repert
To consider and, if thought fit, to pass the following resclution
in accordance with section 250R(2} of the Corporctions Act:

“That the remuneration repori in the 2008 annual report
of the Company be adopted.”

Note

Listed companies are required 1o put the remuneration report

to a vole ot the Company's AGM, The Resolution is an ordinery
resolutlon but is advisory only and does not bind the Direclors

or the Company.

2.3 Resolution 7 - Increase in the maximum annual
remuneraton of non-executive Directors

To consider and, if thought fil, to pass the fallowing resolution as

an ordinary resolution:

“That, in accordance with ASX Listing Rule 10.17 and clause 62
of the Canstitution, the maximum aggregate annual sum thot
may be paid by the Company as reruneration for the services
of the non-executive Directors be increased by $100,000

from $300,000 to $400,000 with effect on and from the date

of the AGM.”

Exclusion Statement

The Company will disregard voles cast on this Resolution by any
Director and any associate of any Director. The Cormpany need not
disregard a vote if it is cast by a person as proxy for a person who is
entifled 1o vole, in accordance with the directions on the proxy form
or itis cast by a person chairing the meeting us proxy for a person
who is enitled to vole, in accordance with a direction on the proxy
form as the proxy decides.
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2.4 Resolution 8 - Re-election of Director (Rob Stewart
To consider and, if thoughi fit, 1o pass the following resolution
as an ordinary resolution:

*That Rob Stewart, being a Director who retires by rotation in
accardance with clause 5¢ of the Constitulion and is eligible
for re-election, be elected as a Director.”

Note

Rob Stewari has been a Dlrector since 4 April 2007 and was

last re-elected on 2 Novermnber 2007, Mr Stewart is presented

for re-election In accordance with the director rotation requirements
of the Canstitution.

2.5 Resolution 9 - Appointment of Director {lain Kirkwood)
To consider and, if thought §it, 1o pass the following resolution as
an ordinary resolution:

“That tain Kirkwood, having been appoeinted a Director by the
Board on 30 April 2008, being eligible and having signified his
candidature for the office, be elected as a Director”

Note
If the PolyNovo Acquisition proceeds, it is intended that
lain Kirkwood will resign as a Director.

2.6 Resolution 10 - Appointment of Director (Paul Lappin}
To consider and, if thought fil, o pass the following resolution as
an ordinary resolution:

“That Paul Lappin, having been appointed a Director by the
Board on 21 May 2008, being eligible and having signified his
candidature for the office, be elected as a Director”

2.7 Resolution 11 - Appeintment of Director (Franklyn Brazil)
To consider ond, if thaught fit, to poss the following resolution as
an ordinary resolution:

“That Frankiyn Brazil, having been appointed a Direclor by the
Board on 21 May 2008, being eligible and having signified his
candidature for the office, be elected us o Director”

3. Voting entitlement

For the purposes of the AGM and In accordance with regulation
71137 of the Corporations Regulations 2001, it has been determined
that the members entitled fo attend and vote at the AGM shall be
those persons who are recorded on the register of members ai
2.00 pm (Melbourne time) on 25 November 2008.

4. Quorum

The Constitution of the Company provides that a quorum for a
meeling of shareholders is two shareholders present personally
or by representative, attorney or proxy.

5. Maijority required for the
Resolutions to be passed

lal Al Resolutions (except for Resolutions 3 and 4} will be possed
if at least 50% of the votes on each Resolution (either in person,
proxy, attorney or by corporate representativel are in favour of
each Resolution.

bl Resolutions 3 and 4 will only be passed if ateast 75% of the
voles on the Resolution leither in person, proxy, atiorney or by
corporate representativel are in favour of the Resolution.

{c) Shareholders should note that while Resglution 6 will be
put to the meeting as an ordingry resclution, if is advisory
only and does not bind the Directors or the Company.
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. Proxies

Any member entitled 1o attend and vote is entitted o appoint
not more than two proxies to attend ond vote

on their behalf. The person or persons so appointed

need not necessarily be members of the Company.

Where two proxies are appolnted, each proxy should be
appeinted to represent a specified portion or number of

the mernber’s voling rights (tailing which each appointee will
be entitled to cast half the member's votesl.

A proxy form Is enclosed. Please ensure that your proxy
instructions are received not later than 2.00 pm (Melbourne
time) on 25 November 2008 at the Company’s share regisiry,
Computershare Invesfor Services Ply Lid:

* Mail: GPO Box 242, Melbourne VIC 3001,
* Facsimile: +461 3 9473 2555.

A bady corporate member may elect io appeint a
representative, rather than appoint a proxy, in accordance
with section 2500 of the Corporations Act. Where a body
corporate appoinis a represeniative, the Company requires
written proof of the representative’s appointment to be lodged
with or presented to the Company before the meefing.

It you return your proxy form but do not nominate a
representative, the Chair of the AGM will be your proxy and
will vote on your behalf as you direct on the proxy form. If your
nominated representalive does nol attend the meefing then
your proxy will revert to the Chair of the AGM and he will vole
on your behalf as you direct on the proxy form. If a proxy is
not directed how 1o vote on an item of business or Resolution,
the proxy {including, if applicable, the Chair of the AGM] may
vote, or abstain from voting, as they think fit. For the aveidance
of doubt, the Chair intends to vote, in favour of the applicable
Resolutions.

By order of the Board

P

Belinda Shave
Company Secretary
27 October, 2008
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1. Introduction

This Explanatory Statement has been prepared to assist members
of the Company to undersiand the Resolutions specified in the Notice
of Meeting that will be put to members at the forthcoming AGM.

2. Overview of the PolyNovo
Acquisition (Resolutions 1 and 2)

21 What Is the PolyNovo Acquisition?

{a}

{b)

1a]

]

(e}

The PolyNovo Acquisition will involve the acquisition

by Metabelic of all PolyNovo Shares from Xceed and
CSIROC. in return, Metabolic will issue 157,577.919 Shares
ta Xceed and 82,951,398 Shares to CSIRC, being a total
of 240,529,317 Shares,

Completion of the PolyNovo Acquisition is subject to
the following:

i Metabolic shareholders must approve Resolutions
1and 2; and

i} the Conditions Precedent [as set out in
paragraph 2.7 of this Explanatory Statement)
must be satisfied or waived by the relevant porties.

If the PolyNovo Acquisition proceeds, PolyNovo will
become a wholly owned subsidiary of Metabolic and
Metabalic will change its narme to "PolyNova Limited™.

The value of the PolyNovo Acquisition is deemed to be
approximately $13,158,855, based upon the total value
of the PolyNovo Shares that Metabolic will acquire from
Xceed and CSIRO. Therefore, the PolyNovo Acquisition
values the issue price of each Share 1o be 5.47 cenis,
based upon the total number of Shares that Metabolic
will issue to Xceed and CSIRO.

tmmediately after the PolyNovo Acquisition, the issued
capita!l of Metabolic will be as follows:

Shareholder No. of shares %
Xceed {to be distributed to Xceed

shareholders in accordance with

the Xceed Distribution} 157.577919 29.07
CSIRO 82,951,398 15,30
Other shareholders 301,611,409* 55.63
Total 542,040,726 100

*  The totals include 207,288 Shares expected to be Issued on
the exercise of Performance Rights, but do not include any
Shares that may result from the exercise of the Options as the
exercise price of the Opfions is significantly obove the current
Share price.

2,2 PolyNove background

{al

{b

el

PolyNovo is a Melbourne-based company focused on
developing its novel patented family of biodegradable
polymers NovoSorb™ for use in medical devices.

NovoSorb™ is based on the novel compaosition of matter
and process patents developed within CSIRO’s Division
of Molecular ond Health Technologies. PolyNovo is
focussed on commercialising NovaSorb™ to produce
a range of medical products that can be safely broken
down and excreted [biodegradable) and utilised
{bioresorbable) by the human body, NovoSorb™ offers
flexibility which allows it 1o be formulated either as an
injectable gel that can be cured in-situ or on demand
or as a solid form product with compressive strengih
similar to bone. NovoScrb™ can be tailored to large
world markets with potential applications in areas as
diverse as orihopaedics, orthodontics, drug delivery,
wound care, tissue engineering, nerve regeneration
and cartilage repair,

PolyNavo has signed three international deals since
2006 with some of the world's largest medical device
companies and is expanding its NovoSorb™ polymer
production capacity io supply malerial to these
companies for product development.
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{i}

]

(i)

PolyNovo entered into licensing, supply and investment
agreements with US-based Medtronic Inc (Medtronicl in
2006 for the commerciolisation of NovoSorb™ focusing
on producing biodegradable stent products. Stents are
smaoll mesh like tubes that are used to open vessels
within the body, the most common use is for cfogged
arteries and is aimed at reducing the risk of heart attack
in patients, An ideal biodegradable stent would likely
capture a significant part of the current worldwide

stent market which is estimated to be US$5.5 billion

per annum.

PolyNove enfered into collaboration with Biomel Inc
{Biometlin 2007 for the development of products for
crania! and facial surgery and for cartiloge repair.
Cranial and facial repair involves joining of fractured
bones to allow the bone 1o heal in the correct shape,
Cartiloge repair involves joining of torn soft fissue

In the knee joini so that it may heal. Biomet and

its subsidiaries design, manufacture and market
products that encornpass mosi aspects of orthopaedic
medicine. The current exisiing global cranial and facial
bone repair market Is estimated to be opproximotely
US$600 million per annum and the world-wide value of
the cartiloge repair market, for @ wide range of cartiloge
injuries, is estimated 1o be US53 billion per annum,

PolyNovo entered info a partnering and licensing
agreement with Smith & Nephew plc (Smith &
Nephewi in 2008 for the development, supply and
commercialisation of NovoSorb™ focusing on fracture
fixations and bone void fillers. Metallic fracture fixation
devices (screws and plates) are used in situations
where the patient will need to have some level of lood
bearing capacity in the repaired bone shortly afier
treatment. PotyNovo and Smith & Nephew are working
on NovaSorb™ based applications that have the
potential to reduce or remove the need for traditional
metallic fixation.

Complex orthopaedic fractures often leave areas of
hone that cannot satisfactority be reattached using
screws and plates. In these situations bone void fillers
may be used fo assist the healing process. NovoSorbi
could potentially be used as bone void filler as it is
injectable and can form a porous rigid struciure, The
estimated market for the first applications currently
being developed in these fields of use is estimated

to be US$15¢ million per annum.

o]

(el

PolyMNovo has other device developmenis, NovoSkin
and NovoCosmetica, thraugh two joint ventures with
high profile Australian-based medical professionals.
The focus of NovoSkin is to develop o range of
innovalive wound management products, such as
liquid bandages and a dermal matrix for full skin
thickness injuries. The focus of NovoCosmetico is 1o
develop a range of innovative dermat filler products
[INovoFil™), Each venture has been established to
undertake the device development in the form of

a feasibility program. As the milestones within the
feasibility programs are reached, the products are
de-risked and their value increases. If the final
milestones are reached and successful pillot dlinical
trials have been conducied, these ventures will be
incorporated. The medical specialists included will
receive shares In the newly formed company.

PolyNovo has previously been bosed out of CSIRO, but
has recentty entered into a lease for new facllities in
Port Melbourne. A fit-out of new offices and laboratory
facilities have commenced that will enable PolyNove

1o continue its development programs over the coming
years. PolyNovo will commence relocation 1o these new
premises ai the end of November, with the new facility
being completely functional by the end of January 2009,

Metabolic background
A summary of Metabolic’s present activities is set out below,

{a) Oral Peptide Delivery Platform

Metabolic has been developing a platform to create
new, oral versions of a variety of injected peptide drugs.
While the project generated positive results from new
peptides administered orally in animal studies, the
Company was unable 1o solve o number of technical
issues. For this reason the project was placed on hold
in June 2008 and no further work has been undertaken
since that time on this project.
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b} NRP Project

(c)

Metabolic has been working in collaboration with
Neuren Pharmaceuticals Limited (Neuren) fo develop
Neural Regeneration Peplides NRPs), a group of
smail peptide drugs that appear to protect nerves
from damage and help them recover. Previous anirnal
studies have suggested that a possible lead drug
cendidale, NNZ-4945, has the potential to freat motor
neuron disease and perlpheral neuropathy. Resulls
from a 2007 study in a rodent model of motor neuron
disease using NNZ-4945 indicated that the drug
extended the life expectancy of mice with this disease.

There are currently very few freatment options for this

fatal neurodegenerative disease. Additional animal 24
studies are in progress o further test the potential of

NRPs for motor neuron disease and further work to

select the best individual drug condidate within this

class of compounds.

This programme is a joint project with Neuren with
all intellectual property, development costs and
commercial outcomes to be shared equally.

25
Osteoporosis drug
Metabolic has been developing AOD9504, o peptide
drug derived from human growth hormone, which has
previously been shown to prevent osteaporosis when
delivered once per day to rats, in the standard animal
models for human osteoporosis. Resulis from more
recent rat experiments have indicated that AGD9604
may also have a role in ireating the disease. As the
drug was previously developed for obesity, Melabolic
benefits from the knowledge gained in previous clinical
trials, and in particular its very good safety record
in humans.

Metabolic is currenily preparing a dala packoge for
the programme and will seek to out-licence the drug
to a partner with the capability to manage the long
and expensive frials required for osteoporosis drugs.

10

{d) Future direction
The Directors have determined that in the current
circumstances rebuilding Metabolic’s pipeline by
acquisition and development of projects is too lengthy
o process and that Metabolic would be best served
by identifying a merger and acquisition transaction,
such as the PolyNovo Acquisition, to add value Inthe
medium term.

Metabolic has been carefully conserving cash and
has begun the new financiol year (2008-09} with
approximately $16 miflion in cash and Interes! bearing
deposits, after allowing for downsizing costs.

Profile of Metabolic if the PolyNovo

Acqguisition proceeds

Should the PolyiNovo Acquisition proceed, Metabolic
will remain a biotechnology and pharmaceutical driven
company. The proposed acquisition of PolyNovo, while
a material transactien, does not preclude Metabolic, in
the medium ferm, from looking to acquire other projects
in complementory or different fields.

Summary of the Share Sole Agreement

The table below provides a summary of the matericl
provisions in the Shore Sale Agreement that are not
otherwise discussed in this Explanatory Staternent.




.
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lssue Shore Sale Agreement provision

Parties Metabolic, Xceed, CSIRO and PolyNovo.

Conditions precedent A summary of the material Conditions Precedent to completion of the PolyNovo Acquisition is sef out in section 2.7 in
the Explanotory Staternent. In order for the PolyNovo Acquisifion 1o proceed, the Conditions Precedent must either be
satisfied or waived on or prior to 28 November 2008,

Warranties General

Xceed and CSIRO (as the vendors) have provided warranties to Metabolic and Metabolic las purchaser) has provided
warranties to Xceed and CSIRO.

Given the differences in the noture of their respective organisations [Xceed is a publicly-listed entity and CSIRO
is a government organisation}, two different warranty regimes apply fo Xceed and CSIRG,

Xceed and CSIRC ore severally lioble for their own warrantles and are not [ointly or jointly and severally liable.

Xcood and CSIRO vendor warranties

Xceed and CSIRO have each provided warranties In relation to thelr ability to enter into the Share Sale Agreement,
thelr ownership of the PolyNovo Shares, their capacity to sell the PolyNovo Shares and their solvency poslilon
{Absolute Warranties).

In addition, Xceed has provided secondary warranties (Secondary Warranties} in relafion fo PolyNovo and its
business including as lo financial matters, material confracts, tax, employment, litigafion, assets and the intellectual
property position of PolyNovo.

CSIRC has not provided Metabalic any secondary warranties in relation fo PolyNove and its business in exchange
for a 7% reduciion in Share consideration and CSIRC granting to Metabelic o first right lo make an offer lo acquire
or license new lechnology developed by CSIRQ that would compete with technologies currently being developed by
PolyNovo. This right of first offer aperates for five years from completion of the PolyNovo Acquisition and is subject 1o
certain other conditions (for example, CSIRO refaining a minimum 10% Shareholding in Metabaolicl.

Metabolic

The main warranly Metabolic has provided 1o Xceed and CSIRQ is in relation to Metobolic's nef cash position which
Metabolic has warranted to be at leasi $15 million {Net Cash Position Warranty). The other warranties Metabolic has
provided include those typically provided by o purchaser in a merger and acquisition fransaction where shares are
issued as consideration.
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Issue

Share Sale Agreement provision

Maximum Hability
for warranty claims

The regime surrounding a breach of warranty by the parties is different to typical merger and acquisition transactions.

Xcoed and CSIRO
it Xceed or CSIRQ breach an Absolute Warranty, Xceed's maximum aggregate llabllity is $8,626,500 and CSIRO's
maximum liability Is $4,532,355.

If Xceed breaches a Secondary Warraniy, its maxlmum aggregate liability is limited to the aggregate of the marke!
volue of Shares it holds at the date Metabolic makes a clalm, plus any cash realised from sales by Xceed of Shares.
If, for example, Xceed distributes al! of its Shares pursuant to the Xceed Distribution, Xceed's llability for a Secondary
Warranty claim will be limited to the cash realised fror the safe of Shares by Xceed (if any).

It should also be noted that during the 12 month period from comptetion of the PolyNovo Acquisition, Xceed must
retain a minimum 3 million Shares {Warranty Shares) under a holding lock for the purpose of being relinguished If
Metabolic makes a warronty or indemnity claim. To the extent that Xceed is permitted to transfer or sell the Warranty
Shares, Xceed is obliged fo held on deposit cash equivalent of 5.3 cens for each Warranty Share thot hos been sold
or transterred o potentially contribute towards any warranty or indemnity claim by Metabolicl.

Xceed ond CSIRO may discharge their liability amounts by either paying Metabolic in cash or by relinquishing Shares
to Melabolic pursuani to the Selective Buy-back {which is explained in section 4 of the Explanatory Statemeni),

Metabolic

If Metabolic breaches the Net Cash Position Warranty, its maximum aggregate liability is limited to the extent that
Metabolic's net cash position is less than $15,000,000. If this occurs, Metabolic will satisly its liability by issuing new
Shares to Xceed and CSIRO.

If Metabolic breaches any other warranty, its maximum oggregate liability is limited to $8,626,500 in the case of Xceed
and $4,532,355 in the case of CSIRO. If this occurs, Metabolic will satisfy its liability by either paying the llability amaount
in cash or issuing new Shares fo Xceed and CSIRO as relevant.

Disclosure letter
regime

Unlike typical merger and acquisition fransactions where a disclosure letter is provided at the time of execution of
the transaction decuments, Xceed and Metabolic may provide a disclosure letter to the other at any time up to one
business day before their respective general meetings 1o approve the PolyNovo Acquisition.

To the extent that a breach of warranty is disclosed, while the non-defaulting party does not have an ability to
make a warranty claim, it may choose fo terminate the Share Sale Agreement. If 5o, the PolyNovo Acquisition would

not proceed.

The disclosure [etter regime does no! apply to CSIRG.
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246  Changes to the Board if the PolyNove
Acquisition proceeds

Board structure up to the Proposed Board structure if the

AGM and prior to PolyNovo PolyNovo Acquisition proceeds+
Acquisition®
Rob Stewart Rob Stewart

{Non-executive Chairman} [Non-executive Chairman)

Poul Lappin
[Non-executive Director]

Paul Lappin
{Non-executive Director)

Franklyn Brozit
(Non-executive Director)

lain Kirkwood
{Non-execulive Director)

Franklyn Brazil
{Non-executive Director)

lan Griffiths
[Chief Executive Officer
and Managing Director]

Don Clarke
{Non-execulive Director

Stewari Washer*
(Xceed-appointed Direcior]

Bruce Rothie*
{Nan-executive Director)

*  Subject to the passing of relevant re-election and electlon of Direclors
Resclutions,

+ Subject to the appointimen of the new Direciors, lain Kirkwood ard
Don Clarke wilk resign as Direclors.

#  Stewoarl Washer, os Xceed's Board representalive lor such other person as is
opproved by Matabolic from time 1o timel, will be appointed te the Board and
will remain as a Director for 5o long as Xceed holds ot leas! 10% of the issued
share capital in Metabolic, Xceed will hold below 10% of the issued share
copital in Metabelic upon completing the Xceed Distribution.

A Bruce Rathie is an existing PolyNovo director and will be oppointed 10
the Boaord for an initial period {a minimum of six months) until such lime
as the Board identifies and appraves an eppropriate replocernent Director
with relevant experience. Mr Rathie will then resign as o Director and the
replacement Director will be appointed to the Board ta fill a casual vacancy
and be subject to normol re-elecion by the Company's members.

If the PalyNove Acquisition proceeds, it is intended that lan Griffiths
wilt become the chief executive officer and managing director of
Metabaolic. For the avoidance of doubt, if the PolyNove Aquisition
does not proceed, Dr Griffiths will not become a Director or an
employee of Metabolic and no Options will be issued to Dr Griffiths,

As part of the remuneration of lan Griffiths, Metabolic proposes
toissue 7,500,000 Options lin three iranches each of 2,500,000
Options) to Or Griffiths at an exercise price of 6 cents per Option.
The vesling of each tranche will be subject io meeling operational
and financial performance hurdles set by the Board each relevant
financiol year. Any unexercised Cptions will expire on the fifth
anniversary from the date of grani.

What Conditions Precedent need to be fulfilled or
waived for the PolyNovo Acquisition to proceed?
The PolyNovo Acquisition is subject to following the
Conditions Preceden! that must either be satisfied or
waived on or before 28 November 2008 or such other
date as agreed by the relevant parties entifled io the
benefit as noted below in brackeis);

lal

{bl

fel

{di

tel

fl

lgl

thi

approval of the PolyNovo Acquisition by the
shareholders of Xceed and Metabolic [Metabolic,
Xceed and CSIRO);

approval by the ASX in relation o completion of the
PolyNovo Acquisition, or 1o the extent thal certain ASX
requirements must be me, the satistaclion of those
ASX requiremenis [Metabolic, Xceed ond CSIRO);

there Is no maoterial breach of the warranties provided
by Metabolic before completion of the PolyNovo
Acquilsition [Xceed and CSIRQI;

there is no material breach of the warraniies provided
by Xceed and CSIRO before completion of the PolyNove
Acquisltion (Metabolic);

the agreement of Medtronic Inc, fo US company

with which PolyNovo has entered into an invesiment
agreement under which Medtronic Inc can subscribe
for shares in PolyNovo on the happening of certain
evenis) on terms acceptable to Metabollc:

il tocompletion of the PolyNova Acquisition; and

il 1o waive its right to invest in PolyNovo or accept
a right to invest in Metabolic in substitution and o
waive sorne of its olher rights under the investment
agreement and other agreements (Metabolicl;

an employment agreement between Metabelic and
lan Griffiths has been execuled (subject to complelion
of the PolyNovo Acquisition} on terms reasonably
acceptable to Metabolic IMetabolic);

concellation of all existing options in PolyNovo

and agreement between the parties upon the

issue of new Options to current PolyNovo employees
IMetabolid; and

confirmation in respect of certain administrative
maiters in relafion 1o PolyNovo intellectual property
rights [Metabolic).
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What has the Independent Expert said?

The Independent Expert has concluded that the PolyNovo
Acquisition is fair and reasonable to the shareholders of
Melabolic. A copy of the Independent Expert's Report Is in
Annexure B.

What will happen if Resolutions 1 and 2 are passed?

fal If both Resolutions 1 and 2 are approved by
shareholders and all Conditions Precedent are fulfilled
or waived, the PolyNovoe Acquisition will proceed.

(bl However, if both Resolutions 1 and 2 are approved
by shareholders but not all Conditions Precedent
are fulfilled or waived, the PolyNovo Acquisition will
not proceed unless Metabolic, Xceed and CSIRO
ogree otherwise.

What are the implications if Resolutions 1and 2
are not passed?
If both Resolutions 1and 2 are not passed:

lal the PolyNovo Acquisition will not proceed;

(bl the Company will not change its name, (as
contemplated in Resolution 3);

) Don Clarke and lgin Kirkwood will not resign
as Directors;

{d! Metahaolic will have incurred costs and expended
management time and resources in developing and
pursing the PolyNovo Acquisition without the benefits
of the PolyNovo Acquisition being delivered;

tel Metabolic will continue inits current form and the
Board will continue to look for further merger and
acquisition opporiunities or conduc! an orderly
voluntary winding up and return any cash then
accumulated to shareholders; and

{f) the value of tha Shares each shareholder holds
in the longer {erm may rise above or fall below
the prevuiling price of Shares at the time of making
your valing decision.

14
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When will the PolyNove Acquisition proceed,

if approved?

It is expecied that completion of the PolyNove Acquisition
will take place immediately following all Conditions
Precedent having been either salisfied or waived. If, as
expecied, al Conditions Precedent lother than Xceed and
Metabolic shareholder approvall have been satisfled or
waived prior 10 the AGM, and assuming both Resolutions
1and 2 are approved, it is expected thal completion of the
PolyNove Acquisition will take place on 28 November 2008,

How will Xceod deal with its Shares after the Proposed
Acquisition?
la) As part of the PolyNovo Acquisition, Xceed s required
to disiribute the Shares it receives pursuant to the
PolyNovo Acquisition except for 7.4 million Shares that
Xceed intends 1o retain] to its shareholders within
a timeframe thot is expected o be no greater than
one month from completion of the PolyNovo Acquisition.

(b

If the Xceed Distribution has not occurred within three
months from completion of the PolyNovo Acquisition,
oll Shares that Xceed receives lincluding the 7.4 million
Shares that Xceed Intends fo retain) witl be subject

to ASX-imposed escrow undil the first anniversary of
complefion. In that instance Xcaed musy, af the end

of the ASX-imposed escrow period commence an
orderly sell-down of the Shares it holds {excluding

the 7.4 million Shares [t infends to retain} so thai by no
later than six months after that date lie 18 months after
completion], Xceed will own not more than 10% of the
issued capital in Metabolic.

What are the benefits of the PolyMovo Acquisition?
{al  PotyNovo's NovoSorb™ has a delined future
development poth underpinned by executed
international licensing deals with very large
international medical device companies (such
as Medtronic, Biomet and Smith & Nephewt.

b The revenue potential of these contracts is substantial.
The global markets for the various medical products/
devices being developed using the polymers developed
by PolyNovo are large. For example, the estimated
global sales for stents are around US55.5 billion
per annum.

Iy NovoSorb™ presents lower risk than for the other
programmes in Metabolic's pipeline because the
pathways to market are typically faster and lower
cost for medical devices than drug development.
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(d) The development time and costs for medical devices {in
which NovoSorb™ Is 10 be used) are generally shorter
and lower than for new drugs and therefore present
less risk to Metabolic.

[2] PolyNavo has a diverse portfolio of potential products
with potential applications in areas as diverse as
orthopaedics, orthodontics, drug delivery, wound care,
lissue engineering, nerve regeneration and carfilage
repair. Therefore, there is less reliance on a single
product for success.

{fil Metabotlic’s cash will enabie PolyNovo to accelerate
its current development plan 1o deliver on its licensing
deals.

{gl PolyNovo's current projected cash requiremens are
comfartably within Metabolic’s existing cash reserves.

What are the disadvantages of the PolyNovo
Acquisition?

As o result of the PolyNovo Acquisition, it is likely that
Metabolic will not be able to undertake other immediate
merger ond acquisition opportunities.

What are the risks of the PolyNovo Acquisition?

The below list of risk factors should not be taken fo be an
exhaustive description of risks faced by Metabolic or by
Metabolic's shareholders should the PolyNovo Acquisition
proceed. The factors below, and others not specifically
referred to below, may in the future materially affect the
financial and operational performance of PolyNovo and
therejore Metabolic and the value of Shares, should the
PolyNovo Acquisition proceed.

Competitive position

lal There can be no assurance that other parties will not
develop products that direcily or indirecily compete
with PolyNavo or supersede producis (either developed
or which are being developed) of PolyNovo.

bl The introduction of new surgical fechniques or the
introduction of new drugs or medical devices may
impact on the usefulness of PolyNovo products and
result in limited or no market acceplance of products
developed by PolyNovo. This also applies to products
developed by PolyNovo licensees,

15

(¢} There may be unexpected changes in customer
demands or expeciations for the existing products
or products currently in development by PolyNovo.

[d Many of PolyNovo's farget applications wili be
new methods of freatment and may require
surgeon re-training and as such may have delayed
or no market acceptance.

{e} PolyNovo's competitors in Australic and abroad
are numerous and include, among others, major
multingtional companies. There ¢can be no assurance
that PolyNovo's competitors will not succeed in
developing fechnologies and products that are more
effeciive or which are delivered to the retail market
faster, than any which are, or are being developed,
by PolyNove.

{ft The performonce of PolyNovo's products is critical
to Its reputation ond toits abllity 1o achieve market
acceptance of these products, Any product failure
could have a material adverse efiect on PolyNovo's
business, results of operations and financial conditions.

Regulatory environment

lg) Products derived from PolyNova's research and
deveiopment may be subject to numerous government
regulatory approvals and controls throughout the world
and these will affect both the timing and the costs of
bringing these products fo the market.

[ Delays or failures in obtaining regulatory approval for
a produci would be likely to have a serious adverse
effect on the value of PolyNova and have a consequent
impact on the financial performcnce of PolyNovo.

inteliectuat property and litigation

il Medical devices are often the subject of product failure
based liigasion. Polymers are required to be delivered
which must canform to the specification grades which
are fo be used in medical devices as stipulated in
certain contracts to which PolyNovo is a porty. Supply of
materials thot fail to meet such specifications that are
used in medical devices carries a risk of liability in the
case of device failure,
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lil Patents are often created around medical device
design. A medical device made from NovoSorb™ may
be part of a future legal dispute which could lead to
delays in sales, reduced revenue from sales or the
device being withdrawn from the marke entirely.

{k} Some devices may be constructed in pari with
NovoSorb™ and have other technologles incorporaied
into the device. No guarantee can be given thol
unforeseen technical, fegal, financial or clinical
complications will not arlse through the amalgamation
of NovoSorb™ and the other technologies in the device.

(i Because the patent posifions of biotechnology
companies can be highly uncertain and frequently
involve complex legal and scientific evaluation, neither
the breadth of claims allowed in biofechnology patents
nor their enforceability can be predicted. There can
be no assurance that any patents that PolyNovo may
own or conirol or licence now and in the future will
afford PolyNove commercially significant protection
of its intelleciual property or its projecis or have
commercial application.

Imi The tesling, marketing and sale of new technology
based praducts entails an inherent risk of product
liability, and there can be no assurance that product
liability claims will not be asserted against PolyNovo.

Reliance on a small number of licensees

(n} PolyNovo will be dependent on a relatively smail
number of key long-term licensees. Any circumstance
that causes the loss of one or more commercial
arrangerments with any of these licensees, could
materially impact on the operating results of PolyNovo.
In particular, a significant portion of PolyNovo's
income is expected to be derived from the licensing
arrangemenis with Medtronic Inc. Loss of income from
this licensing arrangement would materially affact
PolyNavo's future profitability,

3. Issue of Shares to Xceéd
(Resolution 1}

31

Item 7 of section 411 of the Corporations Act

o]

ibl

{c}

(d)

le

{ft

Shareholder approval is required under sectlon 611
item 7 of the Corporatlons Act for the proposed issus
of Shares to Xceed In accordance with Resolution 1.

Shareholder approval under section 611 item 7 of the
Corporations Act Is an exception under ASX listing
rule 7.2 and therefore, shareholder approval under
ASX listing rule 2.1 [s not required for the Issue of
Shares to Xceed.

Subject to o number of exceplions, section 606 of

the Corporations Act prohibits a person ocquiring o
relevant interest in issued voting shares in a company if,
as a result of the acquisition, that person’s or scmeone
else’s voling power in the company increases from less
than 20% to more than 20%, or from a starling point
that is above 20% and below 90%.

“Voting power” is defined in section 610 of the
Corporations Act as meaning the total number of voles
aitached to all the voting shares of a person and their
associgtes as a percentage of the total voling shares in
a company.

itern 7 of section 611 of the Corporations Act provides

on exceplion to fhe prohibition in section 606 of the
Corporations Act in circumstances where shareholders
of a company approve an acquisition of shares by virtue
of an allotment ar acquisition at a meefing o! which

no votes are cast by parties involved in the proposed
acquisition, including their associates.

The requirement to obtain shareholder approval under
itemn 7 of section 611 of the Corporations Actis a means
by which the rights of exisling shareholders may be
profected in circumstances where control of a compaony
may change.

The Company currently has 301,404,121 Shares on issue,
207,288 Performance Rights on issue and 363,233
Options on Issue, If those Performance Rights are vested
and exercised, a total of 301,611,409 Shares would be
on issue.
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The Options currently on issue have been disregorded as e}
the exercise price for these Options Is significantly obove the
current Share price,

As at the date of this notice, Xceed holds no Shares and

its voting power in the Company Is 0%. Assuming no other
new Shares are issued, as Xceed's shareholding in the
Company will be 29.07% (until such time Xceed conducts

the Xceed Distribution or a sell-down of its Shares), approval
of Resolution 1 [s sought to enable Metabolic to issue
157,577,919 new Shares to Xceed.

3.2

{a)

(b}

Information prescribed by ASIC Regulatory Guide 74

ASIC Regulatary Guide 74 “Acquisitions agreed 1o by {d)
shareholders™ specifies certain information thot must

be provided fo sharehaolders where their approval of

o proposed Issue of shares in a company is sought.

Accordingly, the followlng information is provided

regarding the proposed issue of new Shares fo Xceed

pursuant to the Proposed Acquisition.

\dentity of the person proposing to acquire new Shares
if Resolution 1is passed, 157,577,919 new Shares will be
issued to Xceed, Xceed is an investment company based in
Perth, Australio and is listed on the ASX. Historically, Xceed
has worked closely with CSIRO to successfully spin-off two
companies. These cormpanies, Boron Molecular Py Lid
(Boron} and PolyNovo both commenced with exclusively
licensed or assigned core fechnologies developed by
CSIRO. Xceed's primary focus has been to provide PolyNovo
and Baron with the resources necessary fo ensure their
technologies are successfully commercialised.

Associates of Xceed

lan Griffiths, Peter Francis, George Cameron-Dow and
Patrick O'Conner are directors of Xceed and are therefore
deemed to be associates of Xceed.

lil 1an Griffiths has an interest in 1,666,667 Shares;

lil Peler Francis has aninterest in 3,343,333 Shores;

i) George Cameron-Dow has an interest in 400,000
Shares; and

livl Pafrick ’Conner has an inferest 575,393 Shares.
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Full particulars (including the number and the
parcentage) of the Shares which Xceed will be

entitled to immediately before and after tha

PolyNovo Acquisition

As o1 1he date of this notice, Xceed currently holds no
Shares. The number of new Shares to be issued to Xceed
pursuant to the PolyNovo Acquisition will be 157,577,919
Assuming no additional new Shares are issued 1o Xceed,
this will constitute a percentage holding of 29.07% of the
totol number of Shares on issue In the Company (untif such
time Xceed conducts the Xceed Distribution or a sell-down
of its Shares).

The identity of any person who will have o relevant
interest in the Shares to be allotted

If Rasolution 1is passed by the shareholders and the
PolyNovo Acquisition proceeds, new Shares will be issued
to Xcaed and Xceed will have a relavani interest in 1hose
new Shaores.

Under section 608{1] of the Cerporations Act, o person
has a “relevant Interest” In securities {such as shares in
a companylif they:

{il orethe holder of the securities; or

{il have the power to exercise, or control the exercise of,
a righi fo vole attached fo the securities; or

[ii) have the power to dispose of, or conirol the exercise
of a power 1o dispose of, the securities.

The Corporations Act also provides that a person has

o relevant interest in any securities in a company which
are held by o body corporate in which the person’s voting
power is above 20%. A person is olso deemed fo have o
relevant interast in any securities in a company which are
held by a body corporate that the person controls,
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le The voting power that Xceed would have as a result of
its acquisition of new Shares, and the maximum extent
of the increase in Xceed's voting power in the Company
that would result from its acquisition of new Shares
Xceed currently holds no Shares, The number of new
Shares io be issued o Xceed pursuant 1o the PolyNovo
Acquisition will be 157,577.919 Shares which, assuming
no additional new Shares are issued, would constitute a
percentage holding of 29.07% of Metabolic’s Share capital
luntil such time Xceed conducts the Xceed Distribution or
a sell-down of its Sharas).

Therefore, the maximum extent of the increase in Xceed’s
voting power in the Company as o result of the PolyNovo
Acquisition is 157,577,919 Shares or 29.07% [unfil such time
Xceed conducis the Xceed Distribution or a sell-down of
its Shares}.

{f Identify associations and qualifications of any proposed
Director.
If the PolyNovo Acquisition proceeds, it is intended that:

(il lan Griffiths will be appoeinted as chief executive officer
and managing Director of the Company;

lil Stewart Washer, as Xceed's Board representative lor
any other person as approved by the Board from fime
to timel, will be appointed as a Director for so fong as
Xceed holds at least 10% of the issued share capiial in
the Company; and

{iiil Bruce Rathie, a current director of PolyNovo, will be
appointed as a Director for an initial period [a minimum
of six months] undil such time as the Board identifies
and approves a replacement Director who has
relevant experience. Mr Rathie will then resign and
his replacement will be appointed to fill a casual
vacancy and be subject to normal election by the
Company’s members.

Biographical delgils of each of Dr Griffiths, Mr Rathie and
Dr Washer are as follows:

Dr lan Griffiths Ph.D, B5c in Polymer Science (UMIST, UK),
Dip Business Administration

Or lon Griffiths is the inaugural Chief Executive Officer of PolyNavo.
He has a degree in polymer chemistry and a Ph.D. In polyurethane
physics from the University of Manchester [UK), Dr Griffiths has
extensive experience in the set-up, managerment and development
of biomaterials companies.

Dr Griffiths was a founding member of In-Vibo, a biomaterials
subsidiary business of Vicirex International Ltd. Fallowing this,
he joined AorTech International and worked within their

cardio vascular division, before being seconded to assist in

the running and developmeni of Aortech Biomaterials Piy Ltd
(Aortech Biomaserials) a newly acquired technology start-up
business in Melbourne, Ausiralio. As Business Unit Director at
Aortech Biomaterials, Or Griffiths manoged the establishment
of manufacturing facilities, technology franster from CSIRC and
eventually 100k over business development activities. Dr Griffiths
worked with the group CEQ to conclude a series of ransactions
with Aortech Biomaterials’ technology (Elast-Eonl incfuding those
with S Jude Medical {pacemaker leads), Edwards Life Science
{heart valves) and Abbot! Laboratories (stent coatingsl.

He has specific indusiry knowledge and commercial experience
in the fields of cardioc surgery, interventional cardiology, cardiac
rhythm management, orthopaedics and cosmetic surgery. He
has worked with development groups and regulatory agencies
on numerous medical devices that are currently commercially
available,

Dr Griffiths has also served on the Board of Xceed for three years.

Mr Bruce Rathie B.Com, LL.B, MBA, Grad Dip CSP, SA Fin.,
FAICD, FAIM

Mr Bruce Rathie is the inaugural Non-Executive Chairman of
PolyNovo. He is currently the National Executive Director of the
Australian Institute of Management and holds degrees in law,
commerce and business. Mr Rathie is also a Fellow of AICD and
AlM and is o member of Chartered Secretaries Australic and the
Financial Services Institute of Australasia.

He is a farmer pariner in @ major Queensiand legal firm and was
Senior In-House Counsel to Robert Holmes a Court’s Bell Resources
in the mid 1980's. He received his MBA from Geneva University and
IMI and then weni into invesiment banking in 1986 which took him
to New York for two years refurning to Sydney in 1990.
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Mr Rathie spent the 1990's in the finance industry in Sydney, the

last five years as a Director of Investment Banking and Head of

the Industrials Group at Salomon Smith Barney where he handled
the firm's role in the privatisations of Qantas, the Commonwealth
Bank and Telstra. He has been in business since 2000 and is
currently Chairman of Uniting Care Ageing NSW & ACT, Chairman
of BioLayer Corporation Limited (ASX: BLS), a Non-Executive Director
of USCOM Limited [ASX: UCM), a Non-Executive Director of DatcDot
Technology Limited {ASX: DOTI, Chairman of DataTraceDNA Pty Lid
and a Director of Carbon Energy Pty Lid.

Dr Stewart Washar BSc, Ph,D Biotachnology

Dr Washer has been an Executive Director of Xceed since

May 2008. He has over 17 years of senior executive and board
experience in commercial technology companies in the medical,
food, agricuttural and indusirial sectors,

Dr Washer was previously the founding Chief Executive Officer of
Phylogica Ltd (ASX: PYC] (January 2005 - February 2008), is currently
a Nen-Executive Director of Genesis Lid [ASX: GEN) [Director since
June 2005), a Non-Executive Director of Healthlinx Limited (ASX:
HTX) {appainted 1 April 2008), and is Non-Executive Chairman of
Haichtech Pty Lid {Chairman since Decernber 2007). He is currently
a Venture Pariner with the Swiss Inventages Fund, a €1.5 billion life
stience fund.

He was also previously the Chief Executive Officer of Celentis where
he managed the commercialisation of intelleciual property from
AgResearch in New Zealand with 650 scientists and $130 million
revenues. During this time he formed and governed a number

of successiul biotechnology companies that employed over 100
people with profitable revenues in excess of $30 million and
founded BioPacific Ventures, a $120 million life-science lund.

Dr Washer also sits on the Senafe at Murdoch Universily as
a Senator and is on the Federal Government Advisory Panel
for Industrial Biotechnology and is a Director of AusBictech
Organisation.

ig)

Xceed’s intentions for the future of the Company if its
acquisition of new Shares is approved

The details set out in this section [g) are required by ASIC
Regulatory Guide 77.

If the PalyNovo Acquisition is approved and is implemented,
and for so long as Xceed holds Shares before the Xceed
Distribution or a sell-down of its shares, it is not expected
that Xceed will have any material influence over the
decision making process in respect of the Compony's
financiol and operating policies by reason of the restrictions
on voting agreed to by Xceed (that are summatised below
in section 3.21i) of this Explanatory Stotement].

it should olso be noted that Xceed intends lo conduct the
Xceed Distribution within one month after completion of the
PolyNovo Acquisliion. it intends fo retain approximately

7.4 million Shares only. Therefore Xceed Is expected to hove
littla or no influence over the operaticns of Metabolic and
no Xceed shareholder will have o significant interest in
Metabolic os a result of the Xceed Distribution.

Despite the above, and for as long as Xceed hofds Shares
prior to the Xceed Distribution or a sell-down of its shares,
Xceed hos indicated that its current intentions for the
Company’s {uture are os follows:

lil Distribution of Shares
Xceed indends to conduct the Xceed Distribution.

fil intention to change the business of the Company
Xceed has no present intention of changing the primary
focus of the Company's business,

{iil) tntention fo inject further capital into the Company
Xcaed has no present intention of injecting additional
capital into the Company.

fivi Intention regarding future employment of the
Company’s employees
Xceed's intenfion is that the current employees
of the Company wilt be retained in the business
of the Company.

fv] Any proposal for transferring property between
the Company, Xceed, or any person associated
with either the Company or Xceed
There is no current proposal to fransfer any property
between the Company, Xceed, or any person
ossociated with gither the Company or Xceed.
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{hi

ivi] Intention to otherwise redeploy the Compoany’s
fixed assets
Xceed has no present intention of any redeployment
of the Company's fixed assels.

{viil intention to change the Company’s financial
or dividend policies
Xceed hos no present intention of changing the
financial or dividend policies of the Company.

{viii}intention to maka further strategic acquisitions
and alliances
Xceed has no present inteniion of changing the
Company’s existing strategy including any further
acquisitions or alliances.

The Directors’ recommendation regarding Resolution 1
[} Interests of the Directors in Resolution 1
Non-Xceed shareholders
The foliowing Directors do not hold shares in Xceed and
therefare do not have any personal interestin the issue ik
of new Shares 1o Xceed under the PolyNovo Acquisition,
except in their capacity as shareholders in Metabolic,
These Directors’ relevant interests in the Shares are
os follows:

(Al

Rob Stewart, Chairman, does not have
a relevant interest in Shares,

B) Don Clarke, Director, has a relevant interest
in 64,000 Shares.

(I

lain Kirkwood, Director, has a relevant interest
in 1,949,723 Shares.

Xceed shareholders

The following Direciors are also Xceed shareholders
and therefore, 16 the extent that they hold shares in
Xcead, have a personal interest in the issue of Shares
io Xceed lond the subsequent Xceed Distribution)
pursuant to the PolyNovo Acquisition in the same
manner gs all holders of shares in Xceed.

(D} Paul Lappin, has a relevand interest in
2,193,667 Shares and has o relevant interestin
379.900 fully paid ordinary Xceed shares and
46,666 Xceed options,

(E} Franklyn Brazil, has a relevant interest in

45,492,701 Shares and has a relevant interest in
387,285 fully paid ordinary Xceed shares.
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All of the Directors approved the proposal fo put
Resolution 11o the non-associated shareholders in
the Company.

It is noted ithat Don Clorke and lain Kirkwood have advised
that they will resign from the Board an completion of the
PolyNovo Acquisition.

fii} Directors’ racommendation for Resolution 1
The Boord recommaends that the shareholders In the
Company vote In favour of Resolution 1.

The Board notes that the proposed issue of new
Shares to Xceed pursuant fo the PolyNove Acquisition
was delermined by the Independent Expert to be fair
and reasonable when considered in the context of
the interests of the Company’s shareholders for the
reasons set out in the Independent Expert's Report

in Annaxure B.

Particulars of the terms of the proposed allotment of
new Sharas which is conditional upon, or directly or
indirectly dapendent on, shareholders’ agreement to
the acquisition of new Shares by Xceed

The alloiment of new shares by Metabolic to Xceed
pursuant to the PolyNavo Acquisition is conditional upon
cerlain voting restrictions. As long as Xceed holds more
than 10% of Metabolic’s issued Shares, Xceed's voting
power will be restricted and it may not vote In respect of
any of its Shares, other than in respect of the following
circumsiances or events:

{A

any resolution while a dividend tor part of o dividend}
in respect of a Share is unpaid;

{B) any proposal to reduce the Share capital of Metabolic:

I

any resolution to approve the terms of a buy-back
agreement;

IO

[E} any proposal to wind up Metabolic;

[F} any proposal for ihe disposal of the whole of
Metabolic's property, business and undertaking;

{Gl during the winding up of Metabolic;

any proposal that atfects the rights attached to a Share;
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(j

il

imj)

(H} any resclution 1o appoint or remove an Xceed-
nominated Director; and

i any scheme of arrongement.

in each of the above circumstances or events, Xceed will
{subject to any overriding regulatory restrictions) be entitled
to exercise the full amount of ifs voting power.

The terms of any other contract or proposed contract
between the Company and Xceod or any of their
associates which Is conditional upon, or directly or
Indirectly dependant on, shareholders’ agreement
to tha acquisition by Xceed of Shares

Completion of the PolyNovo Acqulsition pursuant to the
Share Sale Agreement is canditional upon Metabolic
shareholders approving both Resolutions 1and 2.

The Distribution and Escrow Deed will only come into effect
once completion of the PolyNovo Acquisition hos accurred
pursyant o the Share Sale Agreement.

An explanation of the reasons for the proposed
aliotment of new Shares to Xceed

The proposed allotment of new Shares to Xceed under the
terms of the Share Sale Agreement will be in consideration
of the Company’s acquisition of all PolyNove Shares that
Xceed holds.

When the issue of Shares to Xceed is to be made

if Resolution 1 is passed by the shareholders and the
PolyNovo Acquisition proceeds, it is expected the Company
will allot new Shares to Xceed in accordance with the Share
Sale Agreement on or pricr to 28 November 2008. However,
this date may change.

Independent Expert’s Report as to whether the
acquisition by Xceed is fair and reosonable

The Directors have commissioned the Independent

Experi to prepare the Independent Expert’s Report on the
question of whether the acquisition by Xceed of Shares
pursuant 1o the PolyNovo Acquisition is fair and reasonable
to the Company’s shareholders. The Independeni Expert
has concluded that the acquisition by Xceed is fair and
reasenable to Metabolic shareholders.
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4. Issue of Shares to CSIRO
(Resolution 2)

4.1 Regulatory requirement

] Under ASX listing rule 7.1, g listed company must obtain the
opproval of its shareholders before it can issue securities,
if the number of those securities plus the number of any
securities issued in the previous 12 months, is more than
15% of the number of Issued securities at the start of that
12 month period.

(bl If the PolyNovo Acquisition proceeds, the aggregote
number of Shares that Metabolic will issue to CSIRO will be
more than 15% of Metabolic’s Share capital, Therelore, ihe
proposed Issue of Shares to CIRQ wili require shareholder
approval under ASX Listing Rule 7.1.

4.2  Reguired information
ASX Listing Rute 7.3 requires ihe following information about
the proposed issue of Shares pursuant to the PolyNovo
Acquisition to CSIRO to be provided to shareholders.

{a} Allottees
If Resotution 2 is approved by shareholders and the
PolyNovo Acquisition proceeds, Metabolic will issue
Shares to CSIRO.

) Maximum number of securities to ba issued
CSIRO will be issued a maximum of 82,951,398 Shares.

lc} Effect of the issue
As at the date of this notice, CSIRO does not have
a relevant interest in Shares or any other securities
in Metabolic.

The aggregate of Metabolic’s current Shares and
Performance Rights is 301,611,409 securities. Metabolic
also has 363,233 Optiens on issue however, these
Options are of no significance as the exercise price

for these Options Is significantly above the current
Share price. At completion of the PolyNovo Acquisition,
82,951,398 new Shares will be issued to CSIRO.
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After the PolyNovo Acquisition, the issued capital of Metabolic will
be as follows:

Shareholder No. of shares %

Xceed [to be distributed to Xceed
shareholders in accordance with

the Xceed Distribution) 157.577.919 2907
CSIRO 82,951,398 15.30
Other shareholders 301,611,409 55.63
Total 54240,726* 100

* Includes 207,288 potential Shares from the exercise of
Performance Rights. Excludes Opfions because the exercise
price is significantly above the Share price.

(d} Issue date
The Shares referred to above will be issued to CSIRO on or

prior 1o 28 November 2008, olthough this date may change.

(el Issue price
The volue of the PolyNovo Acquisition is deemed 1o be
approximately $13,158,855, based upon the total value
of the PalyNovo Shares that Metabolic will acquire from
Xceed and CSIRO.

Therefore, the value of the PolyNovo Acquisition values the
issue price of each Share to be 5.47 cents, based upon the
total number of shares that Metabolic will issue to CSIRO.

if Terms of issue
The Shares issued to CSIRO will rank equally with and
have the same rights as other Shares except that CSIRO
will only dea! with the Shares it holds on an orderly basis
and subjeci to notifying Metabolic.

ig Funds raised
No funds will be raised as part of the PolyNovo Acquisition.

43 Directors’ recommendation
The Board recommends that members vote in favour of
Resolution 2 fo approve the issue of Shares to CSIRO in
accordance with ASX Listing Rule 7.1.
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5. Change of Company name
[Resolution 3)

5. Background

lab Subject to completian of the PolyNovo Acguisition,
the Company is also proposing to change its name
to “PolyNove Limited”. The Directors consider that a
new name for the Company is appropriate in light of
the Company’s acquisition of PolyNovo and will better
reflect the overall future operations of the Company.

{b} The chonge of the Company’s name from “Metabollc
Pharmaceuticals Limited” fo "PolyNova Lirmniled” requires
approval of the Company's sharehalders by speciai
resolution. It should be noted that under the Corporations
Aci, a speclal resolution needs to be approved by a majority
of at least 75%, of the votes cast by memnbers entitled 1o
vote on the Resolution.

e} If shareholders do not approve Resolution 3 but
approve Resolutions 1 and 2, the PolyNovo Acquisition
may still proceed.

5.2 Recommendation of Directors
The Board appraved the proposal o put Resolution 3 to the
shareholders, The Board recommends that shareholders
vote in favour of Resolution 3 10 change the Company's
name to PolyNovo Limited.

6. Selective Buy-back (Resolution 4)

(A What is a Selective Buy-back?
{al A selective buy-back cccurs when a company buys
back some if its shores from one or more selected
shareholders.

) A company may buy back its own shares if:

{iy the buy-back does not materially prejudice the
company’s ability fo pay its creditors;

i} the company follows the procedures in seclions
256A to 259F of the Corporations Act; and

[ the compeany’s constitution does nof prohibit or
restrici share buy-backs.
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6.2

63

64

What is the purpose of the Selective Buy-back

lal Xceed and CSIRO have provided certain Vendaor
Warranties io Metabolic, The Vendor Warranties
are set out in the Share Sale Agreemen.

(bl If o Vendor Warranty is breached by either Xceed
or CSIRO (as the case may be) (Liable Vendor) ofter
completion of the PolyNovo Acquisition and before
the first anniversary of completion, Metabolic may
make a claim for breach of a Vendor Warranty.

A lioble Vendor may satisfy their liahility by either:

(il paying the liability amount to Metabolic; or

lil relinquishing Shares they hold to Metabolic
tto the value of the liabilily amount) pursuant
to the Selective Buy-back.

[c} Therefore, the purpose of Resolution 4 is to seek
shareholder approval in advance in case a Selective
Buy-back needs to be conducted by Metabolic for the
purposes of paragraph 6.2{bilil,

Is Metabolic obliged to conduct a Selective Buy-back?
If shareholders approve Resolution 4, Metabolic will not
conduct o Selective Buy-back unless paragraph 6.2(b)

(i opplies. If o Setective Buy-back cannot be conducted
because o Liable Vendor has an insufficient number of
Shares to be bought back, the Liable Vendor must satisfy
its liability in cash,

How many Shares will be bought back under

a Selective Buy-back?

{a) Should a Selective Buy-back proceed, the number of
Shares that will be bought back from the Liable Vendor
will be determined by the following formule:

A=B
C

where:

A = Number of Shares that the Ligble Vendor must
relinquish to Metabolic pursuant fo a Selective
Buy-back;

B = The total liability of the Liable Vendor in respect of
the relevani claim for o breach of Vendor Warranty
made by Metabolic; and

C = Value of a Share ivalued at the last closing price of

Shares as al or prior to the date a breach of Vendor

Warranty claim is made by Metabelicl.

(b The number of Shares that Metabolic will buy back
will be subjeci to the number of Shares the Liable

Vendor holds at the time a claim for a breach of Vendor

Warranty is mode by Metabolic.

6.5

6.6

6.7

6.8
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6.10

&n

{c) The Buy-back Shares wilk be cancelted immediotely
after the Sefeciive Buy-back is conducted.

Share capital detalls

{o) Upon completion of the PolyNove Acquisition,
Metobotic will have 542,140,726 Shares fincluding
Shares represented by Performance Rightsi on issue.

bl The number of Shares the Company will have on
issue ofier a Selective Buy-back will reduce accerding
1o the number of Shares that are bought back from
a Liable Vendor.

Purchase price
if o Selective Buy-back is conducted, Metabolic will pay
the Liable Vendor a total of $1 for all Buy-back Shares.

Source of funds and financial effect

The total purchase price ($1) for the Buy-back Shares will
be paid out of Metabelic’s cash reserves and the payment
will obviously not adversely effect Metabaolic's ability to carry
on business.

Impact of the Selective Buy-back on creditors

The Directors do not believe that a Selective Buy-back if
conducied) will have an adverse effect on the creditors
of Metabolic,

Advantages of the Selective Buy-back
The Directors have identified the following advantages
of carrying out the Selective Buy-back:

{al The Buy-Bock Shares will be cancelled and less
Shares will be on issue reflecling fo some degree
the loss incurred by Metabolic,

(b) Asaresult, each continuing Metabolic shareholder's
percentage ownership in Metabolic will increase.

Disadvantages of the Selective Buy-back
The Directors are not aware of any disadventages
of carrying out the Selective Buy-back.

Directors’ recommendations and interests
The Board recommends that shareholders approve the
Selective Buy-back and vote in favour of Resolution 4.
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7. Employee Option Plan
(Resolution 5)

Under Listing Rule 7.1 of the ASX Listing Rules, the prior
approval of the shareholders Is required 1o approve an
issue of shares and/or grani of options If the securliies

will, when aggregated with securities issued by the
Company during the pravious 12 months, exceed 15%

of the number of securities on issue at the commencement
of that 12 month perlod.

ASX Listing Rule 7.2 [Exception 9ibl) provides that ASX Listing
Rule 7.1 does not apply fo an issue of securities under an
employee incentive scheme if, within three years before the
date of issue, either:

lil holders of the erdinary securities of the listed company
have approved the issue of securities under the
employee incentive scheme as an exception 1o Listing
Rule 7.); or

{iy inthe cose of a scheme established before listing,
a summaty of the lerms of the scheme were set out
in the prospectus.

Accordingly, Resolution 5 is proposed to permit the
Cornpany, if it chooses to do so, 1o issue Oplions under the
Employee Option Plan without those issues interfering with,
or restricting, the ability of the Campany o issue securities
up to the 15% limit in any 12 monih period.

The Employee Option Plan has not previously been
approved by shareholders. Presenily, there are 179,900
active Options issued under the Employee Option Plan thot
remain unexercised. These Options have an exercise ptice
of $1.00 and an expiry date of 23 November 2008.

Options have been disregarded in the calculation of and
references 1o the number of Shares in this Explanatory
Slatement because the exercise price is significantly above
the Share price.

The terms and conditions of the Employee Option Plan

tas amended) are summarised in Annexure A. A copy of
the complete terms and conditions of the Employee Cption
Plan is available for inspection by shareholders of the
Company’s regisiered office prior to the AGM.
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8. Remuneration Report

(al

(bl

(c}

{d

(Resolution 6)

The remuneration report Is In the Dlrectors’ report section
of the Company’s annual report,

By way of summary, the remuneration report:

(it explains the Company’s remuneration policy and
the process for determining the remuneration of its
Directors and executive officers; and

{il sets out remuneration details for each Director
and each of the Company’s executives named in
the remuneration report for the financial yeor ended
30 June 2008.

The Directors recommend that shareholders vote in fovour
of this Resolution. Section 250R(2) of the Corporations Act
requires companies 1o pul a resolution 1o their members
that the remuneration report be adopted. The vote on this
Resolution is advisory only and does not bind the Directors
or the Company.

The Chairman will give shareholders a reasonable
opporlunity 1o ask questions about or o make comments
on the remuneration repori.
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9. Increase in the maximum
annual remuneration of non-
executive Directors (Resolution 7)

tal Shareholders last approved an increase in the maximum
annual remuneration of non-executive Directors at the
2004 AGM, some four yeors ago. Since that time, there
has been a considerable increase in the responsibility of
Directors and the time commitments expected of them,
The current approved maximum is $300,000 and the
current fotal annualised remuneration for the five non-
executive Directors is $294,300, The fee for the Chairman
Is currently $90.000 per annum (plus superannuation) and
the fee for each non-executive Director is $45,000 (plus
supergnnuation).

(bl Following a review of the remuneratlon arrangements
presently in place for the Company’s non-executive
Directors, shareholder approval Is belng sought 1o Increase
the maximum aggregate yearly sum that may he paid
by the Company as remuneration for the services of the
non-executive Directors from $300,000 to $400,000.

lc) The proposed increase in the maximum annual
remuneration reflects the following factors:

{it The current approved maximum remuneration
approved by shareholders does not permit the
Board to appoint additional Directors;

{il The maximum onnual remunerafion of non-executive
Directors as a whole has not been increased for
four financial years; and

{iiit v will ensure that the Company will be abte to maintain
and atfract high quality Directors for the benefit of the
Company’s shareholders.

(d} The Company does not intend to fully vlilise the increase
sought in the maximum annual remuneration in the
immediate future. The Increase in the maximum sum
is infended to provide the Company with the flexibility
to appoint additional Directors, compensate the non-
executive Directors for the next few years and to enable
the Company fo recruit and retain experienced and
talented non-executive Directors.
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10. Re-election of Director
(Rob Stewart) (Resolution 8

Rob Stewart was appointed as a Director on 4 April 2007
and was last re-elected on 2 November 2007.

Pursuant to clause 59 of the Constitution, Mr Stewart, being

a Direcior, refires by way of rotation and, being eligible, offers
himself for re-election as a Director. rrespective of whether the
PolyNovo Acquisition proceeds, Mr Stewart, if re-elected, will
remain a Director.

The Board supports the re-election of Mr Stewart,

Rob Stewart LLB {(Hons), B.Com, MBA (Harvard)

Mr Rob Stewart joined the Boord of Metabolic in April 2007,

Mr Stewart is a company director and management censultant.
Mr Stewart gained his Bachelor of Law degree iwith henours) and
Commerce degree from the University of Melbourne in 1971 and
1972 respeciively, and obtained an MBA from Horvard University
in 1976. He is currently President of the Board of the Baker Dt Heart
and Diabetes Institute, Chairman of Metbourne [T Limited, Chairman
of C E Bartlett Pty Ltd ond a non-executive Director of Mitchell
Communication Group Limited ffermerly emitch timited) and QSR
Internationsl Pty Lid. He has prior experience in the biotechnology
sector having been Chairman of Meditech Research Limited from
2005 to 2006, when it was taken over by Alchemia Limited, end as
Chairman of Plantic Technology Limited, a company thot produces
biodegradable packaging end other products from corn starch
from 2004 to 2006.

Amongst other previous Board roles, he was also o non-executive
Director of Memtec Ltd, a high iechnology filiration company,

fror 1988 until 1997. Memtec listed on the NASDAQ and then

the New York Stock Exchange prior to being taken over by a US
company in 1997. Mr Stewart was National Managing Pariner of
Minter Elison, one of Australia’s leading low firms, for 11 years,
retiring in June 1999. He also spent five years with Pacific Dunlop
from 1976 10 1981 in o variety of general management positions
within the Foolwear Group.

Mr Stewart brings to the Board a wealth of experience as a Direclor
and Chairman of various public listed componies and exiensive
broad ranging commercial expertise.



cXpPIandiory statement

11. Appointment of Director
llain Kirkwoed) (Resolution 9)

Clause 58 of the Company's Constitution requires that o Director
appointed since the last AGM will hold affice uniil the nexi AGM

of the Company when the Director may be elected. lain Kirkwood,
who was appointed as a Director of the Company on 30 April 2008,
is seeking election by shareholders,

The Board supports the appointment of Mr Kirkwood, however it
is noted thot Mr Kirkwood will resign from the Board on completion
of the PolyNove Acquisition. If the PolyNovo Acquisition does not
proceed, Mr Kirkwood will not resign and will remain on the Board.

12. Appointment of Director
(Paul Lappin) {Resolution 10)

Clause 58 of the Company’s Constitution reguires that a Director
appointed since the tast AGM will hold office until the next AGM

of tha Company when the Dlrector may be elected, Paul Lappin,
who was appointed as a Director of the Company on 21 May 2008,
Is seeking election by shareholders.

Irrespective of whether the PolyNovo Acqulsition proceeds,
Mr Lappin, if elected, will remain a Director.

The Board supports the appoiniment of Mr Lappin.

lain Kirkwood MA Hons (Oxon), FCPA, FFTP, MAICD

M lain Kirkwood joined the Board of Metabolic in April 2008.
Mr Kirkwood is an experienced private consultant, investor

and a non-executive director of both listed and unlisted public
companies. He has considerable practical and operational
experience gained from a successful financial career spanning
30 years in a range of indusiries including auditing, resources,
menufacturing and healthcare in Australia, Britain and the US,
He has been involved in numerous M&A transactions, IPOs and
has held a range of senior financial and general management
positions in Sanfos Ltd, Pilkington plc, FH. Faulding & Co Ltd and
Clinuvel Pharmaceuticals ttd, He is presently o non-executive
director of Medical Developments Internafional Limited and
Vision Group Holdings Limited,

Mr Kirkwood brings to the Board expertise in business finance,
capital raising, strategic and restructuring projects.
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Paul Lappin CA

Mr Paut Lappin joined the Board of Metabolic in May 2008.

Mr Lappin is a chartered accountant with extensive experience

in finance and corporate transactions. He currently runs his own
management and strategic planning consulting practice, and has
been involved in negotiating several large transactions In a vorlety
of industries, including biotechnology. Mr Lappin has worked for
the commerciol arm of the Commonwaealth Scientific ond Industrial
Research Organisation (CSIRO} on various sirategic and business
planning assignments. He is Executive Chairman of Peter Rowland
Catering Pty Lid and Chairman of UCI Pty Ltd,



Explanatory Statement

13. Appointment of Director
(Franklyn Brazil} (Resolution 1)

Clause 58 of the Company's Constitution requires that a Director
appointed since the last AGM will hold office until the next AGM

of the Company when the Director may be elected. Franklyn Brazil,
who was appointed as a Director of the Company on 21 May 2008,
is seeking election by shareholders.

Irrespeciive of whether the PolyNovo Acquisition proceeds,
Mr Brazil, if elected, will remain a Director.

The Board supporis the appointment of Mr Brazil.

Franklyn Brazil

Mr Franklyn Brazil joined the Board of Metabolic in May 2008,
Mr Brazil was the founding investor and a former director of
Wofif.com Holdings Pty Ltd, a successful online hotel
accommodation provider. He is an experienced investor who
manages o large portiolio of investments in listed companies and
has extensive commercial and rural property interests. Mr Brozil
has held a number of representative positions in his community
and in primary industry bodies at State and National levels. He is
a substantial shareholder of Metabolic with shares representing
approximately 15% of the Company.
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14. Further information

If you have any questions or need more information about any
of the Resolutions above, please contact the Company Secretary,
Belinda Shave on:

Telephone: +613 9860 5700
Fax: +613 9860 5777

Signed

Fhuwe

Belinda Shave
Company Sacretary
27 October, 2008
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Efigibility 15
The Board may offer Optians to full or part-fime employees,
Directors (including executive and non-executive Directors)
or any other person that the Board determine to be

an employee (for the purpase of the Employee Option

Plan) of the Company or any subsidiary of the Company
([Employees). Subject to the Constitution of the Company,
the Board is also able to determine the lerms of issue

that will apply 1o any offers, including the exercise price,
exercise period and the restrictions, if any, on the exercise
of the Options,

Entiement

Each Option will, upon vesting and exercise, entifle the
holder to subscribe o one fully paid ordinary Share In the
capital of the Company. When issued, each Share will rank
equally with all other Shares then on issue.

Issue of Options
There is no issue price for the Oplions.

Vesting

The Board will set the conditions under which the
Options will vest. Options vest earlier than the date
set out in the offer in special circumsiances {Special
Circumstances), including:

(ol death;
(b} if an Employee retires from the Company afler

reaching the age defermined by the Board to
be normal retirement age;

1.6
{c) if an Employee resigns due fo total and permanem
disablement or a dismissal due to redundancy; or
{dl any other circumstances thai the Board may consider
relevant,
17

28

Transfer of Options
Options may not be transferred except in the following
circumstances:

[a) with the prior consent of the Board:

{il onthe death of an Employee, to their legal personal
represeniative; or

il to an approved nominee or, after issue to a family
member or a company or trust assocloted wiih ond
conirolled by the Employee; or

(bl without prior consent of the Board in the following
circumstances:

[y following an acceptance of an offer made under
an off-market bid relating to Options;

{iil 1o o bidder on the sale of the Options under
Division 3 of Par1 4.1 of the Corporations Act;

liiil 10 a 100% holder on the sate of the Options under
Division 2 of Part 6A.2 of the Corporatfons Act;

livi atransfer under Part 64.3 of the Corporations Act
to o person entifled to acquire the Optlons under
seclion 6614 or 6644 of the Corporations Act; or

v as approved by the Board in those circumstances
as may be determined by the Board.

Conditions

Subiject to the discretion of the Board, conditions may be
imposed on the exercise of Options. If exercise conditions
ore attached 10 Options, these conditions must also be
satisfied before the Options vest. These condifions will be
sef out in the Offer,

Term
The Option term wilt be fixed by the Board af the time of
issue, bul will not exceed five years from the dale of issue,
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Lapse of Options
The Board may provide the Options will lapse on the
earlier of:

{a} the date five years after the options are granted;
{b} 60 days after a Special Circumstance arises;

lc] a determination of the Board that the Option should
lapse because the Participant, in the Board's opinion:

il has been dismissed or removed from office for
areason which entitles a body corporote in the
Group to dismiss the Participant without notice;

li} has committed an act of fraud, defolcation or gross
misconduct in relatlen to the affairs of that body
corporate whether or not charged with an offence);
or

{liil has done an act which brings the Group or any
body corporate in the Group Into disrepule;

{di the date of termination or cessation of employment
or office with the Company {other than by reason of
Special Circumstances); or

lel such other date as may be determined by the Board.

The Options may only be exercised within the limitations
imposed by the Corperations Act and the ASX Listing Rules.

Exercise Price

The exercise price for on Option will, subject to the

ASX Listing Rules and the Constitution, be the omount
determined by the Board at the fime of the grant of the
Oplion. The exercise price will be set outin the Cffer. If an
Employee elects to exercise a partiat amount of the Opfions
granted to him or her, the number must not be less than

a marketable parcel,

New issue of Securities

An Employee may only participate in new issues

of securities in the Company offered fo Shareholders
if his or her Options have been exercised and Shares
have been gllotted in respect of the Options,

29
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Rights issuves

If the Company makes a pro rata rights issue of shares

for cash to shareholders, there is o provision for adjusiment
of the Option entitlerment and the exercise price of
unexercised Options in accordance with the ASX Listing
Rules to reflect the diluted etfect of the issue.

Capital Reorganisotions

lithere is a reorganisation of the Share capital of the
Company, then the rights of the Oplion holder lincluding
the number of Oplions to which each Option holder is
enfitled to and the exercise pricel is changed to the extent
necessary to comply with the ASX tisting Rules applying fo
a reorganisafion of capital ot the time of the rearganisation.

Takeover Bids and Sales of Business
(o) Subject only 10 the Offer expressly providing to the
contrary, if:

[l atokeover offer or a takeover announcement
Is made In respeci of the Shares; and

(i) the takeover offer ar offer pursuant to the
announcement {as the case may bel is accepted
by the holders of not less than 50% in number
of the Shares,

each Participant will be entitled to immediately
exercise all Options currently held by him or her
within the period notified by the Compony.

ib

Subject only to the Offer expressly providing to the
contrary, if:

{it atakeover offer or a takeover announcament
is made in respect of the Shares; and

{il the tokeover offer or offer pursuant to the
announcement las the case may be}is accepled
by the holders of not less than 50% in number of
the Shares; and

fiil there is a takeover offer or other offer also made
for the Options,

each Participant will be entitled 1o immediately accept
the offer for his or her Options.
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Limit of Plan 1.15
The number of Shares to be received on exercise

of an Option which is the subject of an Cfter when

aggregated with:

{a) the number of Shares which would be issued were
each outstanding offer with respect to Shares, unils
of Shares and Options to acquire unissued Shares, 116
under an employee share scheme of the Company, to
be accepled or exerclsed (s the case may be); and

b

the number of Shares issued during the previous 147
five years pursuant to the Plan or any other employee

share scheme extended only to eligible employees

of the Company or of an associated body corporate

of the Company;

bui disregarding any offer made, or option acquired
or Share issued by way of or as a result of an offer:

(¢} toaperson situated at the time of receipt of the
Offer outside this jurisdiction; or

{di that was an excluded offer or invitation within the
meaning of the Corporations Law as in force before
the commencement of Schedule 1 to the Corporate
Law Economic Reform Program Act 199¢: or

{el that did not need disclosure 1o invesiors because
of section 708 of the Corporations Act 2001 [Cth); or

{fi that did not require the giving of a product disclosure
statemen! because of section 10120 of the Corporations
Act 2001 (Cih); or

made under a disclosure document or product
disclosure siaternent,

g

musi not exceed 5% of the total number of issved Shares as
at the time of the Offer.
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Ovetriding terms of issue

The Employee Option Plan specifies thol, despite ony
other terms of issue of Options, an Option does not confer
any right to vote ai Shareholder meetings. The Employee
Option Plan is 1o be interpreted in eccordance with the
applicable laws.

Amendment
The Employee Optian Plan may be amended by the Board
at any time in accordance with the ASX Listing Rules.

No Quotation
The Company wilt not apply to the ASX for official quotation
of the Options.
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OMR Corgorate Py bd ALN, 063 564 045
470 Coliins Street:
Melboline: Teleptione (03) 9629 4277
Victoria 3000 _ Facslmite {63) 9625 4588
e “Audtralir Emdi -derck@dmicorporate.com.au
8 Ottgler 3008,
The' Duectors
Melabgtic Pharmacenis icals imited
‘Level 3. .
50,? St KildivRoad.-
Meibourne. VIC 3004
Dear $i_'rs,:
Ré:t Indeperident Expert’s Repart:
1. Introduction

You hove fefuesied DMR Corporute Py Lad ( ‘DMR Corparate™) 1o prepare din
mdcpcndem expeit’s reports in respect of the. proposed acqiiisition of PolyNova
Biomaterinls Ltd (¢ Polchvu "} by Metabolic Phdrmaceuutais Limited (“Metabalit” or

"‘lhe.Company”) The transaction; as set bar'in’ Section-2 below: is-permitied by Section

611 of the Curpomuons Act 2001 (“the Aer ") provided.it is agxeed to by shareholders.

-PolyNovo is develupmg and. commercmlusmg “its “biodegrduble., polymer ‘technology

N

l\ovoSorb"' fm- use i ‘mcdncal dcv:ces sNovoSorb'"' swas - mvcnted within the:
Commonwcalm Scncnuf'c and .Industrlal Research, Orgamsauon 'S, (‘C‘HRO"J division of

‘Mo!eculnr and. Heallh Technolqgms The: technology. was. appmmm.uely 5 years in-
“findamienta)” devclopmcm with a Jarge inulti-disciptined team of polymer Séiéntists and

blOlOnglS Orice: the: basic safety and effy fcacy: of : these: polymers had: been established

‘Polquvo was I'onned to: commercialise the NovoSorb"' tcchnnlo ‘PutyNovo is
BY. Y

c:urreml;-r owied by Xeeed Capital Limited (“Xceed")(d 63 9% interest) und GSIRO (a
36.19% interest),

Tﬁel’ropﬁsed Transaction’

'Melahohc. will complete the inerger with PolyNovo ] it the Metabolic:sharehdldery approve

resalutions (1) and (2).from the following:

{1} 'The issie of 157,577,919 fully - paid, Metabolic - ordifiary shares 10 Xceed as

mnsndcrahon for the ¢ acqunsnt:on of their 63 9% interest in PolyNovo;,

(2)  Theissue of 82951398 filly pand Membollc ordmarv shares to CSIRO- ag

conS:derahon for thé acquisition of their 36. 1% interest jn POlyNovo.
T‘he change of-the Cumpany": name 19 PolyNovo Limitedyand
4y The upprovai of any issue of securities made under the Employee -Option Plan.

Rcsoluunns gl) and, (’) gre dependent én each. other and they, arc also ﬁcpcndem upon the

-Company SeCUring: mgul.uury approviils; where: applicable. from the Ausinilissi Sécurities.
& Investments Commissigh (*ASIC"), ASX and the Metabolic shareholders.

Page)
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Resolutions:{1%;aid (2) ahuveupresenﬁme proposed-iransaction. ( "Pmpqsed “Trangation”)-

and the. fo!luwmg chani iiustmles fiie mpact 6fthe fictzer 6n thé: Meiabié ghareholders
imeresls i ‘Metabolich.

. B_pl'l)rg ‘hi:lPrg]mscd 'l"l:uusuﬂk)uz

.:.hnrehmdets

Nx'lﬁt )

' -Methhnli&[‘humacoulicnls-

“TLimited’

Xcmd r.'npuul
. -2 b

I

.GSiRG:

| s

Pol yNovo

lliumuwrlah l.ul

| AENE

Aﬂcr tha Proposcd gy rnnsnctlon.

‘Sfirghotlers " Xieed Copitl |1 GSIRO--
- -], ~dmbed g, [T ~
, | TsEaw i b isse
Mctabouc Phurman.cuuculs
leltod'
Al

An. mxegml\pan oftthe, quosed Transdction Jjs-an undcnnkmg by Xcécd thiat, SubJOCt o
receipt ol’:itm Clasisulmg froim !ha Aus:mlmn I‘axmion “Qffice: (“A’I C)“)j or the Xceed
"board".of dlrcclommhenwsc de :dmg.m Wil distributk, [a its. sharcholdcrs All ‘bt 7.4
.millign oi‘ the,Melabohc shares it receivés from thesile of { us interesr i PolyNovu.

AfGF Xeped s in-specic dBtributiond

B i r -
t Izt e -
‘Shnieholliers - f IR = [ R |
| | e
:I N «Metalmhc Pharmm:mni‘cals ' i
18 Limited. 4

Foliowmu Xceed's in-specie: disiribution, CSIRO wnll hold a'15: 3% interest in Metabolic
and jt: wnll become thie !argz:SI mngle'sh.meholder. Xceed pmsenlly has 1413 shareholders
and:afler its’ m-spoc:c dtstnbunuh XCccdfs IargeSt shareholder-wili hdld ad 95% interest
m: Mél.abohc. '

The difectors have Tequested DMR Cm;porme fo prcpare. ian fmdependem expent’s: report {n
nccordance Awiihy ASICchulaloryGutdevl 1 Content of expert depots (CRGATI™ in

re5pec: ofithe. Proposed Tratisattion.-

' S:_iﬁﬁ_‘na’r‘jr lmuns

" ‘Matatwitic &-m-mmlg s 304404624 sbures on isuc nd 200 288 pcrfﬂﬂnancr.ng,hl& usipoble of wosting ufiei) Il 200K
Thé Memlxdnc pértentoge interests in mempcrmm reprtscnl the aggiegalion of: thete ﬁgun:f

Pige }
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ln-.our upmmn. the Praposed. Transaction: sét.cout in. Secnun 2 .above is falr and

renbonab!c

,Our-prmmpal réasons for réaching the above opinion are;

i ‘we. have. assessed. the Current Mctabohc shamholdcrs‘ ‘initerests m Métabolic: in 2
- range of $16.250 00010 $18.460,000 < 4 mid paint of $ 17,355.000 (Sectian 7.7).

i -wehave: valigd the current Metabolic shareholders® 55 6% jnterest in Metabolic
afler. lhc“Pmposed Tmnsaclmn im a range. of $20.Q{10,000 (] $24200.000 A mid

.point.of (he valuation range is say $22. 170,0(}0 {Section 11}.

.Aé-the_value of the Metdbolic shareholdefs® interésts--after the Proposed Transaction
XS"Z 170,000)-is greater thari:the valug of their interests. before. the Proppsed Transaction

(817355,000), we have' concluded fhat the Prdposed Transaction, is I'alr

We ‘have alfo reviewed: the ather sigiificant factors réferfed to in'Séction 13 of thic repain

.and we Eonsider that 1he t‘roposcd Tranisaction is reasonnble,

‘We recommend thai, in the absence. of & -supbrior prqposal ‘being received, sharcholders

shiquild-vole-in favour of the! Proposed Trangiction.:

4, Structirc of this Report

TS réport is divided inio the following:Seetions:

H

. Pumosc of thachm

Membohc -~ Key, lnf:)rmauon
Valuation'of Mclaboltc-

'PolyNovo - Key Informaiion

Valuafion of PalyNovo
anmmon of Metabolic: Afterthe Pmpnscdenmw:non

Valyation of the Metabolic Sharchaldérs” Interests Aficr the Proposet

’l‘mnsnctlon

Assessiment as th humcs%
Other Sipnificant Factors

Tinancial Serviéeés Guiidé

“Terms Sheet — Xceed Sharés-and Voting Power
“Metiibolic —20) Largest Shareholders ~25 August 2008

Meiabolic — Income Staterments.

Meubolic - Cuash Flow Statements
' Metabolic —Baldnée Shcclﬁ

Metaboliz —Ordtrly Reafisation:

‘Metnbiplic— Share Price and Volume. tHistory
"PglyNovo—Inconie. Smtcments'

PolyNova ~Gush Fiow Sistements,

‘ EulyNovg Balante Sheéts
Seirirce$ 6f infurmation-

Dc_:!a;atlulls, Qualifications and Consciis

5. Purposeof the Riport,

Pogs 3
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Thi§ repont hins bicen prepaied to meet the following fegulatory fequirements:

Cirpioraitons Act 2001

Secuon 606.6F the Act coniains generﬂi prohrbmun on the atquisition v of shadres in
a.company’ n' as a result of the. acqmgmnntany pérson increases his oe her vofing.
iPower inthe. compﬂnyf from ’20% or bglow 1o more than 20%..

.Scction 61 lyqf thi: Act conthins-an ckception’ tg the Scctiop 606 pfohiﬁitidn For:
am aequisition..of” shares {o foll within' the+ -axceplion, - -the acquus.mun must 'be
gpproved n.ndvnnce byn re.solunon passed at 8. genernl meeting of the company in
whiich shares will b acquired.

Membohb mll be seeking -stinreholder approvul Fof the. Pmpubed Trunsaction
undér Section 611 of the Act, as Xeeed-willincrease its interests in Metabolic from
nil{o more than 20 if the Proposed Tmnsncuou pmceeds

ASIG Regulatary Galdes .

This: repon has been. prepared in accordance with 1,73 ASIC chulmory Guideg-and’
mnrc pamcularly

I RG.115:~ Content of Expeit Raporfs ERGIE1TY

RGAY Iﬂ] *An issug pl'¢hares by 5 compiny GtHErise pmhlbxwd under. S0 may bé oppraved
um.ler Rem 700861 | and the effect 6 the company’ sshnrelmldmg is comparable to'
A'takbover, il Examples' of. suchissues approved 'under, ftem 7 6f §611 thot ore
curnpamble to wkeaver hids under Ch &' include:

{dra compuny issuts:securities' to.the- vendor of another.entity or ta the vendarof
businésy and, nd 0 consequendc, thé vendor. -acquires over 20% of the company
lnc(rrpomimg 1he: merged bifsindsses. 'l‘hc vendor could have athitved 1he shine
or n similar outcome by Inunéhmg o serip takeaver for the company .......

<RG111.24  There may be circumitancey in-which the sllotiee will acquire, 208 or tmore of the
‘ voting power of the sceurifics in the comjaniy following the allotment or.increase an
r:.\u.tmg holdmg of 205 or fadre, bur dgés ndt obtain a practical méaiure of conirdl o
ingredse: its. proctical .control over’ that-compmy. . If. thé expent befieves thet the
allonée hay.nol obunncd or -increased ity contral over the. campany ab . practical
dtter. then the" upcrl could 1ake this ditcomg into nr:coum is. nsshssm&wlmhcr the
‘istiue pribe K frenshnuble’” il ithas nssebsed the'itsue price;oy btmg sal-fair’ applying.
the'1est 1 R(Jlll nie

i\l}GlUS It has lung béen atiepted i in Auvstrilian mefgers and ai.qulsmuus‘ practice thut the
‘wards ifair .nd’ repsaiiabler in S640 established twa distinet criterid for ad expen
nnn!ysmgn contrgl transaction:

ta) 5 The tffer *fair'and
byds it reastinatite:?

T!m‘ras.'.‘fmr and reastndble? is nm_i'é'gar&ﬂ 25 & compound phruse.

<RGLLLIO  Under thlrcon\cnnw nmoffér is “fair” if the yaluelof ihe offer price or considerntion:
if equnl 10-Ge greaiér than the yalue of thé secdritied the Subjéct of the Offer. This
coeiparison should be, mide. nisummgu 1007 -twneyship ‘ol the “larget! and.
irfespective of whether the comudcmnbn |s‘,scnp or-cash; The expen should not
consider the: pereentsge huding of the. “bidder! or its ussoctaes i the targer when
rnakmg this camparison’, ‘For eximgte, in valuing securities in the-farger entity, ir i%
ihappropriste to npplya discouit on the basis tht the sharci béing iegulred regresent,
a minamy af *pontulio® parcel of sharss.

RGN “An offer ts “reasopahle’ iFitis foir, 1t might nlso be-rensonable’ i’ dmpn:e bing -

Page 4
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“nin fafy”, ihe expert Yélievés thit theré are sufficient redsons for security holders
urvept the; plTér in the absenica of any higher bid befora the'close of tha offer.

As lhl: Proposed 'fmnSacuun will fésiifl in Xeeed ‘gaining a 29.1% interest in
'Metnbohts voting .power (plus ibe «ability. to appoint - one diréctor), ASIC
:Regulmory’ Guide LiLreguires’ ihiat iie: ProposedtTranshetion be-dssessed as if it
-wns 1 takeover of Membohc

"We.have considered the-ahove matters, the: Binding Term Sheet and the Share Sale
“Apreement- ngret.d hetween’ Metaholic; PolyNove; Xceed and CSIRO in respeci of
Xceeii 's‘potential 29.1% interest in Metabolic [{:] extract of the voting restrictions
i included in Appendlx A),.und Wwe do, ot consider that Xceed. -obtaing 4
controlling intefest in;: or o practical ‘measure of ‘control over, Metabolic and for
theSe peasons we do sigit t:onsuder 1ha\a tontro). prémiuim, Or o discturm [or a
mmont:r shnreholdmg should ‘be. laken intg account In’ our assessment as o
-whethér the-Proposed Transactioh is- fdir.

. General”

“The terms “fnm and- “neusonnhle are.nol defined in.the Adt, however guidance ns
-fo the meaning of Ifiese terms: IS provided by ASIC in Reégulitory Guide 111, For
thn purpose of this report; we hnve defined them a$. follows:

"Faifmess - 'the Proposed Transaction is fair if the valie of the current
Metabolic - sharcholders’ interests after  thes Proposed
’l‘ransucuon is gredter than the valie of their interests before
the, Pmposed Traniaction.

:Reasonablenessi~  the Propgsed Transaction is. “seasonable!"if it ig fairs. Tt-may
also; ber* reasonable if;, Hespite not bemg “fair” but -after
monSldenng otlies s:gmf' GAnt I'aclors‘ $harehblders should
vote inrfavouir oi‘ the Proposed Transachon in the absence of-

a supcrmr.pmpoml bemg reiicived,
In.délemiiiing wheéthér the Proposed Transactiqr i4 fif, we have:'

. valued the cuiren} Mebolic shareholders interests in ‘Metabylic
before the’ Proposed Tmnsacubn

+  valued the éurfént’ Membnhc sharcholden; interésts in Metabolic afier
ahe Proposed Transaction;

-t

‘compared:the values before:and.after the Piopased Transaction.

ln deteimiining whetheér the’ Proposed Transdetion is réasonable, weihave anatysed
chcr slgmi‘ icant factors, Which :shareheldeis: should.consider prior to accepting or
rejecting the Pmposed (I’mnsacuon
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Metabglic'- Koy kiformation,

“Background

Mmaboha was, incorporated .in August 1998’ as-an unlisted pubhc company - and it ivas
listed dn 1he ASX in November 1998.,"lts pnmary plirposé. was io develop therapies for

melnbohc dis¢ases, which have applwauon io large’ markets world wndc including dbesity.
and ObC.SIl)‘ mln!cd dlmscs sich astype 11 dinbetés:

'In early 2007 the ‘abesity. projéct was tlosed and the Company. was- leﬁ with the lollowing,‘
* projecist

iy Neumpallnc Pain

(i)  Oral Peptide. Dclniery

(i) Osl&upumsls Treaiment with Péptide: AOD%(H
(w) ‘Neursl, Regbmenmve Pepildcs

tn:2007: the Conipany discontinucd the Neuirépathic. Pair. projéet and in' 2008 the. Ora
Pepuda Délwer)*plalfonn pmjccl was put on hold

“The- Q;Ieppprqsgs Trennnent with Pepude. AOD%G# pmlect 5. carrently awmtmg reckipt

of new data..which will ther be packaged with- prévioiss data. and Métabolic will then seek
“to-ant-icenice this project.

Melahohc will Continite. jiy.collzboration: with Neuiren.. Phirmacentleals Limited ‘on the
Nmml Regenemuve Peptides. project.. ‘whilst it' awaits the results fmm further- onirmal
studies.

Durisg' the. . 2007{2008 findnciat year ‘Metdbolic. expended $1.585.049 on.:its various
projects. These: expenses were claS‘s:ﬁed 12§ preclinical, clinical trials, formuluiion &
manufacturing and misceltancous whcn they were charged 1o the various projects.

‘Métabolic’ s intellectua) propénty- (“IP") may have & value, however the directors have
-detérmined thai-d nil’ value should be assigned (o the IP in:the 30 June: 2008 financial
statements as. Membth cannot demonstrate the technlcal fensnhnhl}f of completing any of
-1he pmjects ona cbrmnerctal basis at this point of time.

Each'of MetaBolic's Key resedrch anid development projects {obesity, neuropathic. pain and
oral’peptide. delivery) hdve éither ceaséd and/or been placéd. on hyld -awaiting funther
msnlls or:data. ’I'he. Company*,ls now seekmg a.-new dutcnan ‘through 'a merger or
aoqms:lmn w1lh a, new: company wllh inngvative . tecth!nges thar are showing
possibilities of cnrly stage commerczallsauon ‘The .Board ¢onsiders that the Proposéd’
“Trdrigaction with’ quNum ‘meels thése criteria aiid it is now seeking shareholder
appmvnl for the merger.

Share Capitmi

As at-the dale o!‘ this repon Membql:c had 30I ;404,!2I Tully paid ordinary shares, on issue
and ihe majurshartholders of Me!nbohcas i 25 August. 2008 are. presbmed in -Appentlix
B. AS.81°25 Algust 2008 the top 20 shareholders'hield -36.69%: of the issued ordinary
Glplihi of Metabalic;

"Metabalic -hay 207,288 performance: nghls still :capable «of vesting after 1 July 2008,
Th:sa righs ‘entitte the. holder to receive filly paid ordmary shares for no consideration
oilcéthey have vested-and. Jprior to the cxpiry date.
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72,

Membolu: also has on Issue: 183,333 options with.an exercise price of $1.25 and 179.900
options wlth an excreise price of $1:00.: As ‘these opuons arc.well out of the money we
.have! tgnored thém throughout the remainder of thns tepdrt,

‘Ag.the pe:i’onname nghts will_probabty. result in b, isgue ol . funher 207 288 ordinary
shares;. we. have. ‘added, this. nuimber to .ific ordmnry shares-on issue-to derive a total of
301, Bi1409 ordingry sharés oo, & filly: dilwted “basis. In " the. Metabolic per. share
cn!culanom mmugthmgmlnmndcr of. this- repOit we; have, used:the: fully diluted figure
o7 301611 ADY for the nuniber of, sharks gn issue:

+ Opersiting Performidneé

Metabbhc's.audnted incomie-statements for the Hfindricidl years endcd 30 Junb?(lﬁ? -and
2008 aie‘sel.but Tn Appendix €.

~Crsh Flow'Statements:

Métabolic's ;audited’ cash flpiy statenients [pr the finonciat years efided 30 June 2007 and
2008 arc ¢t oot in Appefndtx’ c2

‘inthoce Sticets

Mctabohc s audited balance gheets as at 30.June 2007 dnd 2008 are get ouit i Appcndm
C-3:

-Valuation of Metaholic-
Net Aisits

“The audiled balance: sheét us it 30 Junée 2008 disclosed! net assets of 516461066 — say
$16.500.000 - crefer Appendix C-3. Based on. fher net asset backing valuation
muhodolngy, we have. valued’ Mcmbohc 1L$I6500,000

- Qderly Reillmtus

Thé. vnlui:acmevnble in.an orderly realisution of assels is estimated by-determining the net
realisablc. value of, the asseis or business segments on: the basis of .an, assumed orderly
renllsnuun “This melhod may |gmm: the ablhtv af the nsset ‘base af the business o
gcner:l!e_ angoing fu!urc. carnings.at & level sufficient to justify a value in excess of the
valug ofits asseis in-un urdcrly realisition.

inan. orderly realisation shareholders would be. left: with n'listéd corporate shell, which
- could be used to acquire a new busmcss In our cxperience listed shells.in the current
markei have-n value between $300,000 to $400,000.and. wé have added this. value to the
value of the assets in an orderly.f rcnhsauon as set out in Append»x D-

»Chsts assiciatéd with the sale' of the assets o8 bus:ness‘ segments are: déducted as pan of
ihe: a,ssésmem. We!l hn\fe assesséd the coft of renlising MétabolicXs: assets to be in the
range of $100,000 10 $125000..

Appem:hx D: deta:ls the: estimated’ renlisahle. ‘valies from an. orderly realisation of
Metnbohc § et asséts a3 bctween 3 |6.‘250 000 and $1 6565 000,
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Based on the orderiy realisation-valiniion methodology; Metnhuht'.ls valued, in a rnge of
516,250,000 and § I6.565.000——say'$16.250.000 i6 §16 550000,

Earnings Valoatisa.
This- methudology' involves: capttahzmg the estimated Foture maintaidable earmngt ofa

busmess it mulup!e whlch reﬂeéts thie. nsks of thé business-and i its 'lb:lny td earm ﬁnuré
profits

“There - are: different definitions of eamings.to- which’a- muluple can be applied. The

tradiiional methqd [ 10 use net. profit_sfter tax— Pnr:t: Eamings or PE. Anoiher common
méthod s to ise. Eammgs Before: Irtérest and Tax, or 'EBIT. ‘Oné advantage of using
EBIT is that it ehabies a valuation to be determined which is independent of the financing
and tax ktruélure of ‘the. l;.u#mess Different. owners of the same - business: may. have
different: fundmg stratégies and these strategies should fot alter the fundamental.valve of

“the, hwnncgs‘ Other "variations: 6 ERIT. include. ‘Eardings Beforé . Irterést; Tax,

Deprecmuon ~anid . Amoruzauon. t— EBITDA “and ‘Earnmgs Befofe: Intérest, Tax, and

.Amnruzauonw - FBITA

‘AS Meiaboh: does not. have.a hlﬁtm‘y uf me lnbie.lradlng maran underiying business thit.
may:, genemlc pmfils inthe’ Tiear futuré, we consider that this valuation mcthodology is-not
an appmpnate ‘methodology b use to Value Melabolic. .

Net Present Valiie of Future Cish Flows.

An- analysiy of the. net present valire -of the: pmjecled {Cash. flows, of.a" business. Cor

~d|sconnled ‘chish flow technique) is ba.scd ‘oni‘the: premise. that the. valug of the Business.is
the nei. presen. value, off iis Taiure cash! I'luws This: m:thodology reguires af analysis of
’future cash fla“s the cnpltal structure. the tosts-of. cnpna! -and assessmient of the residual

value &F the'bisiness remnining at tié end'of the foreéist petiod.

A¥ Metabolic does not have! business that wilt- ‘generute fulure, positive cashi -flows, we
consider that the” capltahsahon of future cash flows is nat an appropriate methodology to
use to-value Meuibnhc

-AnefnntcAcqul!vr

The. value that an allcrmm\le off‘emr ‘may-be prepared to. pay-to-acquire Metabolic:is 2

refevant valvation methodology to be congidéred.

\‘Iembqllc was approached. by many partics interested in.pursuing 2 mesger prior to the
PolyNovo_ bmdmg terms- .sheet being signed. The board ‘assessed each of these
npponumucs and dr:tcrmmed that the-PonNovn mergen reprcsented the best oppor(umly
for the: Memboi:c ‘shareholders:

Inihis i instance‘we are. not aware gf any- alternative-offer for” Meétabolic and. we,can se¢,no
reason’ os {0’ why an-offer would ‘be. initiated prior. (0 the- Prnposed Transaclion ‘taKing
place.
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-Share Price History

‘A table of i share price hlsmry'uf Metabohc from' 1 Jifly 200710117 July 2008 (the last
trading. day beforé: the dntiduncement, .of the: Proposéd: Tmnsaclmrﬂ 1 presented in
vAnppendax E. 'Wé comiment thereqgn below:

Shinre Volimes..

The, tabie in, Appemli:rF shows‘thamhe wial vohure of ‘shares imyded was 107.583 371

and ﬂ:us equatcs 1o apprommatc]y"lOD% of ihe shidres: curreml) on issué., ‘As the. period
reprcscnlcd in:Appendix B s appmxlm'm:ly -one year, this. ‘indlicates: that the siock is
hqund

'l‘he shaie- price: duting the pentul dcplcu:d in.Appendix. E has ranged (rom:a high of
50. lSS to 8 low of $0.026. Tt should be noted that mehlgh shate gnc:.-. was seached in July
2(}07 and.{kie price: has béen on'e- declmmg wend since that date. untii- April 2008, Since
tApril 2008 tho sharé. price has increased to approximstety $0.041,

“The:volume weighted average price. (* VWAP" y(based on clbsing prices) for the 90-day
period ended. 17 : .Iuly'ZDOS was $0.047 per shure on a'volume of 101 874974 shares and
the 30- das VWAPwis $0 041 per shise o1 a vnlumé of 19717055,

-Slim’niar) - Share Prict flistory

Based-on the above information, we have {ormied the opinion that the Métabolic shares

“have:a‘market value j in & ranget of; 0. 04!' 630,047 per share. If these values are applied

tos the" diliffed; number oi"'shares (?DI,611,409) then, Metabolic:ds. valied 10 a rnge of
$12 366, 068 t0$14,175 J36 say$12,400p00 to- $‘I4.‘20{I,QOD

ZLondu.slon-
A surmiary of” the applicabte valuation riiethddologies that - we. considered: i valuing
‘Membohc i 8S. foilows
Section, ' Low l‘il&g
b 5

Nt Assers 74 16500000, 16300000

Orderly Reafisation 72 16250000 16.550,000

*Share Price- History 16 12,400,000 14200000

“The share price history valuation mclhodology J5 bastd on the sale of 'mingrity parcels of
shares and therefore does it intlude a premium. for contryl. 1f we were to add 2 30%

'contml premiom tothe .share price: valuauons they would become $16.120.000 1o
'SI8.460000 This maxinmum value impliés a valve of $1.910000 ($18.460.000 -

$16.550,000.= $1,910,000). to Melabohc sIP:

Havmg mgard to'thé résults .of the Various. valuition, mcthndologtcs, we hiavé concluded
that ithe value of Méabolic-‘is tin .a-range:of '§16.250,000, 10§18 460,000 —,mid :point
51?355,000
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NovoSerh™ * was: jnvéntéd® within, the CSIRO'division of “Molecular-:and. Health
Technolog:es ‘With:a, large: mulu-dkapllned téam of - pqiymer scientists -and biologists.
‘Once the: basw safely and efiicacy ofihese polymers. haﬂ been estabitished, ‘Polymercn Ply
Ld wwformcd 10 dommercialise. the, NovéSorb™: technologr

Polymcr{:b wgguncorpbmléd on. 27 I-ebruary 5004 -and.'on- 21, Jurie: 2004 it-chiinged s

nEme-10° PolyNovo Blomatenals Pty Lindited! ' On. '24 Auguste2007 it changcd its’ status
from'd pmpnelary cbmpany tg.an unl:(ted publlc company;

Thére-were originally four familiés of patent” apphc'mons fnr Novosurh”' dl’ld Ihcbe have
now. been expundéd 1o mclude w addmonal si¥ “farmilies of patem npphc.mons

Ponquo hdS §1gned threumtenmltonal fdealg wllh‘mnjor compnme.tr sin¢e: 2006 and it+ig
.expandnng ity qugnSorb"‘ po]ymcr producngn capamty i §upply mdierial | o thcscA
-compames for prqduct dcvclbpmcnr

PalyNova's ihyet inteniational deals ate!

-

Mctllromc lnc (~USS.$8bn marke1 capitalization) =19 deve]np NovoSnrb"‘ for the
uge’ in- lpqdeg;adable stenisi-.

a

IBmmet Ugc.: Z-US$10hn marker captmllzauon) 410 develop NovoSorb™ 'ifdr'ihé
-uke:in camlngq nepmr and cmmal repair; and

3. .Snulh &'Ne phe“.f plr. {-JUSBI 2bi_market c.lpu.shzwuun) -0 de.velép NovoSdork™
Tor lhe uselin‘baiie void filler and fracture fixation::

A2 S'hnre_(‘.'aplml

As atthe date.of this-report PolyNovo had 13{833433. fully paid ordmary -shares onissue:
Xcee hefd 8833333 shares. (63.9%) uiid CSIRO’ Field §:000.000 shures (36:1%).

PolyNovm also+tias 1,000'000" mandgement soptions on, issue, witt’ . exerise, pnca of
*$0:20; ’l:xpmng o’ 30 Juné 2010, 1138 aterm; of the, mer%er Aagreement that:these options.
will; be.cnncelled in retam for. optmns bemﬂ dssued to: emp!oyees -inder a new (Employee
0puon Plan i Mémbnhc Dug-to-tiie. lmmatenallly -of 1his tem'it has riot been-takei into
dceountin our,aésessmemé

"ln’June!Jnly QQQBJPQ]yNovo was: cndeavourmgato faise; cqulty capma] and it was.unable 10
do. so_tonfmamnahle lefms. from -variois venlure Lapiﬁlhbls i1 hmugahuul these. cuuple of’
imoriths PolvNovo wasg. also ncgot:atmg a mérgerwnh Mctabohc and.jin the interim pcnod
“between the terms: of -the. merger béing agreed upon'and, the merger’ nctuail) pmccedmg
PolyNovmwas.in dxre need. of cap:u\l 19, bontinue.its. -operations. Af this.im¢, Mcmbolnc-
agreed to-advance up to $2 nulllon ona; loan basis' pmvidmg that ‘PolyNovo' couldd. unsure-
that it Could Tepay.the foan i thé. ricrgerd did not’ pmcccd

On’§ <hily, 2008 Poly Novo Annioiinced that /its major Shrehiolder: (chcd) hiad Signed a

'suhscnpnonxagreemem to invest up.lo'a- funher 55,0001)00 Lﬂpllal in PolyNovu and thig
could increasc its'interests:from. 64% up: EO a ma.mmum?@% The,mmal suchnptmn was.
l‘or3 458333 shiares for.a loldl 0?82.500 000:- $0.723 per share. - In-dddition-io this inigial
issue of shams Xceed)would alsd bc gmnlcd the! followmg options:ii PoI} Novo:

“Page 19
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. ",500,006 untisied options-with an-exercise price-of $1.00.und an expiry daie 18
‘months-from the date of |ssuc.'und

. 2083333 unlisted optioiis with an‘exéréise price of $1.20 and.an expiry date-30
noriths [rom ¢he date’of issue.

«Xceed 150 hits 1hie ight 1o sitbseribé. for mmther;i 438,333 shares (6r-$2,500.000 G the

- ;same hasis as dbove within 60 days of the initial myetumcnl Being madlé.

We have. been advised by a PonNova director thi the above tcrms were-the-same as the
most f'woumh!e pnvale. equlty offer that Had teen recen’ed by Poinuvo On this basis;

“the! uhmrc agreement | was entered into by Xeeed o cnnhle' Polquva 1o repay the

Melubohc loans should the mergér not. proceed fdr any réason.

“Opt}rntlug Pa‘fnnnnncq

PquNovo §-audited ificgine statemeits Tor the financial years-ended 30 June 2006, 2007
and 2008-ure set oui in Appendiy F-1.

Cash Flov?“Suilémcats

Pﬂlme’p‘s nudited cosh flow staitements for 1he finaricial years g efided 30, June 2006, 2007
-and 2008 are set out.iri Appendix’P-2.

Bilance Sheéts

-PolyNovo's dudited. balance sheets as: at 30 June. 2006, 2007 aid 2008 dre sel out in
Appendix B-3.

"Valiation of PofyRové
iQm'Afmm
“The avdited balinée. sheet. of PolyNovo as at 30 Juné 2008 disclosed. net assets of

SS |05250>- say $5,100000 - refer Appendm F-3. Based on the nét’ asser valuation
methodology the value of PolyNovo is $5:100.000:

Jlncluded'm the net assets are mmnglblc assets of $5, !00.000 “There is also-a deferred: tax
hnbxlu; of $1:530,000 i respect of these mt'mglbles IT these iwo,items are eliminated
~fitm the net assets then the netlangible-assets bectime $1:535:260= say.$1 535.000.

Howcver, s the. intangible assets: basieally tepresent the underlying [P of PolyNova, we
eonsider, thay 1he net tangible asset backing valuation melhodology is not applicable us a
va]ualmn mclhodology for PolyNavo as it places.a nil valuc. on the IP.

Baseyd o, the nel;asset valuation. mcthodology. we congidey that PolyNom may be. valued
-ar'$3, IO0,0UO

Enmlngs \r'nlnndnn

“This: methodolooy mvolves capuahzmg the éstimated- future mam!amub]& eamings of a.

business at'a mulupie wluch reflects the. rﬁks- of Uhe Business und its.ability to cam future
proﬁls.
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There are différeni definitions of :armngs o which a-muliiple can:be .]pplled The-
traditional méthod 36 to use net profit after fax — Price Edrnings arPE. Ancthér cénimon
‘method i to use Earnmgs Befdre Intdrest and Tax. or'EBIT. . Oné: advantage of using
EBIT is that it.enables a valuation 1o be. determined: which is, independent of the fi inancing
and wx striciyre. gl the; husiness: Differerit awners: o the bame: buginess may: have
-dlffcrcnuﬁmdmg sn'ategms and these sumcglcs should nbt glter the fundamental value of
‘the “budiness. Oiker variutions. 16. EBIT include. ‘Enrnings Béfore Interest, Tax,
~Deprecmuun arid" Amottizdtion” —EBITDA and *Earhingé ‘Befaie Interest, ‘Tax. and
Amontization” — EBITA.

As PalyNovo does not have a history of profiteble trading, nor an underling business that
fnay. gererate: proﬁts in the ner futiré, we coagider thist this valuatioi methodologye is.not
an appropriate methodo_logy 16 use to value PolyNovo,

Net 1'vrcs’zm‘\"aui'é.¢i‘.lﬁitm Cash Flows

An 1nalvq1§ of, lhe et présent. value: of the profected -cish -fiows. of ‘a business (or
-dtscounled cnsh flow téchnique) is based ‘on.the prémise. that the valué of the. business is
the fiet present 'valué. of it (uture tash flows. This methiodology réquire§ an: analysis of
ﬁunre cashiflows; the. bupnal structure, the tosts nﬁcnpxml and nssessment: of the residual
valua of |he busmess remaining at the end ol‘ the forecast penﬁd

In. Mny “2007 iPalyNovo . commissiaried. Acuity T cchnolbgy Managemenl Py Lid*
(“Acuity’ ') tb picpare-a. valuation report 'on its.}P{F.¢. the net cash flows from'the expected
royalues") T he- ihitial suite of three patént: famiiles (refer below] valued by Acuity relate
to: bsocompanblc palymcls Suitabie for forming tissite qcaffolds.;

T n-situ, cumblc polymcr Lampoguions'
2 Thermaplastic hmdegradnhte poljurihanes: and
3 Dual o mull-slage Sine- nn—d:mnnd polymér campéshiong,

Acuny prepan‘:d the: assumptions (by- reference. (o avmlable docustieritation) and thé cash
flow projections; ‘for thie royalty sireams in n:lahnn to,the-above thiee. patent families. The
cash flow projections were for.a 20-year life.cycle to coincide withthe life-of the paténts
and the commercial agreements entered into as at May | "007

The keyﬂﬁiumpnuﬁimadé by-Acuity in the p‘rep:‘nﬁnbn of thesé-cash flows were:

1. Cash, f!cw pojections Tor Full, Stend, Stent Conting, Craninfueinl Recansirucrion and Conilage Repair
2. Thenuiiber u}"pm:cdmns forevust lubc e for, yedr | = yariqus [tréy were baved vn the estifnated).
‘aumber of pedceduncs fer cach appiication.
Armual market growith in the manber. of protédurds ~ 4%, per annum,
Revene j per | aroccdnre =the revannue i igures'wers not. incrénsed tlroughour this 20 years:
Ro)ulnes raceivoble. ap 10 the royalty cap
-Milestbne revernue feéeipts
Pnt:n: expiry-dite:
"ﬁmmguﬂ’hascs T Jindd 11 and FDA spproval
o815 10 be incurved by PolyNovo in respect. of patem feeé. preclinical reséarch, product development;
overheads and adminfsiriign costs
10. Risk mtyui’mnlﬁ' ot each suge of devttopmeni (Preclinical, Anima) Swdics, Patent Grant, Phase 1)1
and FDA] gl the cusiiitalive probability facio in each yéur
1), Tixgoe

?

+

BRSO Ew

-

Muﬂ)’ o tonsulmcy firm that odvises on ‘R&D anit it commereiniisition with o panicular cphasis on hegitheere. dnd
brotechnolags, -Acuity undertakies techodlogy and m.u'kunsscssmems’ of prijects und p:uvm wlviée to the develnpen of
bigh technology produets find proceiacs ph intefibinaal propenty protektion dind it bimmercintisatiin, ‘The prindipal of Acuny,
Dr (2zivid Randerson: has over 3} years experiencd o o prsticing bl-f;mer!unl tnginees ol reséarch adviser.
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Al'ler lakiog nll of the above inio cons;dernuun Acuity cancluded thapthe afiertax cash
flaws should thén be discounted using an :n’tcr Iax dlscuum raté of 15%.

T respect of, this vnluauon methodblogy Acuity coricluded:

‘B.‘med A pn)buhnltly adjusied dlscbilnlcd cdsh ﬂé\nﬁ ["DCF) inalysis for ngrccd wid pitential-
‘reyemics lfm may derlve fam ﬂw.Medhqmcand thmel contracts, wit offerthe ‘Opinlon that a fudr
mnd feasonable afier tax vnlm: i3'in_the range: | Bf S41 -miillion o35} million. “The revenue
pm_pcunns and th¢ c.r.penses for the DCF wert: dcvcluped by Aculty atid were based-un. ihe Tash

ow, projectiong, for prodicts: that may derive, from further rosearch uynder the. callaborative

z'zg?vétﬁénls with: pmhabsluy and: diseount: rite adjustmedts bustd. 'ént publlshr.-d {itergiue -and’
Aclitys pemepnon ofi -the risks nﬁnemtcd Wil <ugeessinh phodudt develdpmént fod |
comimescialisation.”

The- independent. valuation dnd the. cash flow projections prepared by Acuity were
;owded\lo uF Oni 2 commen:ml and in vonfidence’ basis and we cunnot disclose {he
: dctmied :nfonmmon cuntamcd inthese documcnl.rr

WhllSt e hive éonductéd 4" generdl: rovicw of lhcsc doclmentg, the gim of this review
was JimitédA0 thmmg an undemlnndmg of thé structure of the cush flow ) projeumns and,
the key apderlying, assympiions, 'We, haveinot conducted a detdiled verification or audit
‘of the assumpuons gnd we-cannot suneivhether.these cash flow- projections will or-will
not bé achu.ved

"We have. however-applied. our pwn risk assesiments. 1o the Acuity cash llow projections
for theprojected royatiy streams flowing from; thc*Medtrdmc and Blomet contracts
(before ‘the’ prnbab;lny udjuqtmcng and. computed our own- distotint- Tates and fisk:
.assessments’based on-the currént mformmnqn LSéptcmbcr "008) facing the bioteeh market
ﬁectnr«luday S Thie, wtilisation: 6f dur'dwn-discoiint rates and risk agsessments on the same:
souree: ‘data ais, used by' Acuity, has ‘indicated a -viiluation . range  of $10.821 000 10

*$13,526,000 ~ say $10,200,000 fo §13,500,000.

“Since. !he; May 3007- Acuity valiation -was _prepiwed, ‘PolyNovo has. éitéred into ra
comm&rcml‘ngrecmcm Wwith Smith- & Nephew.fof the dévelopmentof NovoSoit™ for-the:
use-in: bone: void- filler, and' Tracture" fixation, Poly\lpvo has- 3 intemdl development
projecls 1o devclop wounds. ‘management and. cosmetic Surgery products. Afler applying
bur.own discount .rates and, risk-agsessments we, project thot the: net pmscm value. of the.
Tayalty cash Mlaws in these uréns 10 bé in'a ringe of,SgEOO.DOO to $11-500.600,

Based on the abiove finalysis. we consuicr that the net present value of’ PonNovo s:future
myally cn;h flows is,valued in n range.of $20 000,000 10:$25,000,000.

Orderly Reallsation

'I'he vn!ue acmevabli: il an onlerly l‘EﬂllsdlIQn of dssets is esumated by determining, lhe. nel

rcahsatmn Censequemly. lhu. method may' :gnor& lhc. nb:llly of lhe -assel base of the
-biisiness. t¢ generate ongmng fiture earmings. it & lcvel sufficient to Jumty a value in

: cxci’:ss of the, value of its assels in an orderly reahsauun

We do ngt:consider.thai this- valuaiion methodology is an- approprmte methodology to use
to value PnlyNnvo -as PolyNovo is-a bintech company ‘with. various lechnologlcs in the
enrly-stages ‘of development and’they: iré unlikely o Sell the inteflécrisl propenty ul-this
stage:of development.

Pagely.
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10.

Sbaré Price History:
. PalyNovo.is an unlusled pt‘opnelary company’ fiTid: theret ts no-miarket in itSsharés, <Siiice
PolyNovu Way mncbrpomled ihe t’ollowmg capunl Sums- hnva been substyibed iind the
imputed valuatibhs of the company* from ihese substriptions aré as Tollows;
V'Ditlp. Numbe of; "Vilne Pér Share - §mpited Valuation
/Shares of PulyNovo
Miy2004  j0d00no0 161 10,140,000
Jai 2006 2,500,000 sr2 515000000
Fep2007 130333 5140 $20750.000
3 7
As referred o in’ Séetion 82 ‘dbove, PolyNovo eitered: intd @ siibscription agreement far
“the.issué of shares with -auaching: options-on. 8 July. 2008. “The first tranche of the shires
were, 1o be-isStied for $2,500,000 with.a face valuc:of-$0.723 per'share,
We underitand lh:‘n this subscnplmn ‘agréerient was entered into. to. pn;wde a'ferm, of
underwriting for the repayment.of: the: $2,000.000 that was being advanced by Metabolic,
As such the terms of the: subscriptidh. agreement were.dgréed 10 by CSIRQ at less than the
inarked Yalpe orthe shms
‘Based on tie subscription price of the'$0:723; We-hiave valued PolyNov 41 $10.000,000.
‘Conclusion

‘A’ sirhmary ol‘ the  applicable- valuation, methodologies: thai we considered, in valuing
: PolyNovo i8 as follows:

Low High .

¥ ]
‘Nt Aol $,100.000° 5,100,000
NetPredent Value of Foture Cash Flows 30000006 25,000,000
“Share Price Hisiory- D00 10L00.MK

Having regard to7the esults of the: vanous ‘vajuatiori methoddlogies, we: havé concluted
that the value-of PolyNovo'is in a ringé of $20) 1000000 10.$25.000,000, Qur reasans for
sclecung ihk: net present. value: of future cash. flows is ihat {his- valugtion mclhodology
most appropnmely valuey PolyNuvn’s underlying/1P. and the income Aows that the 1P may
genernte, based on the projections of the cominercidl agreements thit have been éntered.
intg at the. déite of: this. repon.

Valnation of Metahalic After the Proposed Transsction

Ap;;m_ag_fj‘lu 1hif..iia‘ll'udd'p|i

I the Propused Transaction 18 appmved by\sh.xmhu!ders  PglyNovo will becomé 1 \»holly

‘owned subs:dnary af Metabolic -and 'its combined. v:aluam:m»wﬂll be rcpre':entcdf by. the

aggn:gale vnluﬂubns of the tWi companiés.

~Page 1+
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“In: 'Sediipp“-'ﬁ;ab@vp wevm'ﬁ_e'd‘fgﬁgiaﬁulicfin o fange of § l(‘S’;;‘Zin.'O:UD-iu‘ $i 8;960.00.{).

’iﬁfS’e&:‘(iSn Q:G'hbévé we vilued PélyNov‘ofih a range 6?320@00@00.!6@25‘1)0(1,000.

\Applymg theseasamewaluauons tq-!thc valuniiGh- of: Membohc‘ afier the Proposed

Trans‘ammrf Méwbohc would bevaluéd at

| i o ey
{ o8 £ !
1 M@ggdxi;:-.:-,‘seggign-m '[fcg"sq.péo‘s 18.46000:
Folyavo < Settion 0.6 Doodion  2500700h
’ .- - ‘ : P v 3 - 6 o

"In. ouropmlon :the. valuﬁnon of Mctabﬁllc afterihe -completion,of the Proposcd ‘Transaciign

.....

-will be'in a range:of $36,250,000 10.$48 460 400

Naluation.of the Meiaholic Shareholders’ Iteresis After the, Propased Transactlon

.'Folinwmg the. - campletion: &f" the- Pmposcd Tmnsactmn the ‘sharcholding IMérests m

"'Mbtabolic w:il bewme,
‘Sharshildeey. - Niusber of- Peicentiife.
~Shaires: lnterests”
',Mcwbg_hE (prsent. e!mmhn)d@cm pliss L .
Inateers of perfmmme Highis] 0161 A09 55635
B3 » PolyN6vo sharehdldérs 240529317 H437%

"I Secuon 102 abovc We valugd Mctabolm aftér the comp!cnon -of the Prgposed
Trmsacuon i ‘srangc.gf 3336‘.25(}000 10 1343460000, As the: existig Metabolic
'shareholders will., hold '55.:63% ofthe- :ssued capual ‘following: thmcompleuon of the.
qupq;cd 'I‘ramactmn we hnvc delcrmmcd that lhmr mlcmsts ,wnll be valued in & range of
»$20200000 ] 524.200.000 A mld point -of. lhe vildation. Tange: is appmxnmately
$220170,000..

‘ABseliment as to Fairness.

.For:the 'Proposed“]"rausacnbm to.be falr«lo the; Melabohq sharethders ithe ‘value.of their
Jnterests after ihe: Proposed Transaction st exeecdithe valué: of théiriinierests biefore the
: Pmposcd Transéiction;

Ty St:cuon'f’iT Tiwe valied. Metaboh;g in a'tange of 516250,000 10518 460,000;.a imid, pomt ‘
-of I5.317,355 (00. Fl'hls represents.‘the ‘ valyey of sihe: Melabolu: :«.hdmhulderé interest ‘in
‘Mctabolu: before the: Praposcd Transa..tmn
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In Section 1), we contluded fhat the existing shareholders” interestsin Metabolle, (mcr the
ccmpléhun of the Proposed Transaition) should fiave & value ina range of $20,200.000 to
$24.200,000. A mid ‘point of the valuation range is-hgproximately $22.170,000.

Asilie valie. of‘ the; Mewbolic sharchiolders” .intérésts wfler- the Prcpoaed "Transdction

1322 170 000') is gmmcr lhan the.vilue.of thcnr mtemsls befnn. the’ Propnsc;l T ransncunn
{Sl?.35$p()0) e hidve concluded thid thie: Propuséd Transiction [& fair.-

3. - Othey Significant Faetors

- Pri6r (0. deciding whéther to approve ot n.Ject the Proposed. Transaction the shareholders
should consider the followmg&gmf' cant factors:

-

.-~

In Séctibﬁ; 12 iibove, we concladed thatthe. Proposéd Trensiiction js fair.

The. Proposed Transaction Wil result in' the: fundmg of: PolyNovo s research and
devélapment "R & D™} uctivities whilst Metabolic's ictivities areuwmung Turther:
“datd before being further: asscssed by the:Bdard. - At thig point. in' time-the future of
‘the NnvoSorb““ P appears 10, be. mom promising-than 'the :Justmg Meiabolic 1P

pmjects
The, Acuity valuaticn only, covers the'initiall suite, of thirée patent famiilies and the

polcnlml‘revenucs that ‘may be ‘defivied from the; Medtronic aiid Biomet controcts..

‘Wehave expanded that valoation o aISO include our’ flsse_l“.sment of the fiet present
~value of the Smith & Nephew' contract in our valuation in Section 9.3.above. If all
of . Polyl\uvu‘:r iP wiid assessed then the valuition of the IP would bé significarily
hlg,'hcr than the figures quoicd in Section 9.3-ahave.

<The Pmpo&ed ‘l’ransacuon shiguld, addav.xlue 10 Metabolic. ‘Whilsi.the PolyNovo.

budgcts prolccl negatwc cash-flows T tiscal 2009.and 2010, ihe-royalty income is
pm_]ecmd to ‘ommeiice it fiscal R011% These-biidgers prﬁjcct Substadtial royulty
‘cash-. fldws. from': Medtronics, Biomet -and Smith- & Nephew in the years
-Gomimencing 2011 forward, predicated on ihe assumplioi” that each ficensing deal
will besuccessful

“Meuibatic shareholders intcrests wil) be'diiuié;d

'I"hc. Pmpoqed l"mmacubn may- resull in. the loss-of cumilative: carry foiward
mxauon losses

Aftér feviewing the abpve significant factors. we consider.that théProposed Transaction
is reaspnable,

a4,

Finahcial Services Guide.

14.0.  Finankial Seryices Galde

“This Financia) Services bmde provides information fo assist retail and wholesale investors
in mnkmg a ﬂeusum 45 16" thgir use of the géneral Ginancial product advice includéd in the
abpve repont..

' Pdge 16
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DMR Corpprate

DMR-Corporsite holds Austfiilian Financial Sérvices Licence No, 222050, authorizing it tq
provide: reports for the, purpbses. of dtting for and. qn ‘behalf: of investors in relation (o
prripoecd Ors 8yl mcrgers, ac:;ulugmns. lakeovem corporal‘& resimctures. of sh'me 155ues
‘and foicamy;on’a ﬁnnncta!.snrvm.s busingss:, to;p1ov:d&gcnera| ?ﬁnanctal product advice-
for seé irities to-rewatl-and’ Whoiesalc 1nveswrs

' Fln.ﬁhélﬁl's'ervlm} Oitércd by .DMMR Carparate

.DMR: Corporme Prepares repors commigsioned by a. COMmpany-or. olher entity: {“Entity™).
The'repoits prépared’ by DMR. Corporate. nm”pmwdcd by the Batity (0:i1§ membérs.

Al .rEponts prépared. by DMR Corporute inttude a déscription of the Gircumstances of the
engagcmem dnd. of DMR Cnrporam 5 mdependencc of the. Enﬁty commissioning, the
‘repon and othier pnmcﬁ to the transactian:

'DMR Curporme does ot -accept instructions. from: retail Tnvesiors, ‘DMR Corpornte
,provides no” financlal services. d;réctly to retail”irivestgrs aind ‘reccives no, remunieraticin
fom retnil investors for financial services. DMR Corpurnte does 0ot providé any personal
rerml financial product advice. d:reclly to retdil investors nor does it provide market-related
. advice’ (] nc!ml investors.

Genernl F.'lnnnc!nl l?roducl Advléc

*DMR.Corfporate. pmwdes genéril'findncinl: produci ativie€. This advice doés ot take inta
“aecotifit:the personal Uhj jectives, Tinancial situation.or needs of individual retail investors.

Investors, should” consider the-‘appropriafeness- of a-report having regard 1o’ their own
‘anecuvns ﬁnanmnls:tuauon and nceds.before dcnng onihe advice in.a report: Where the
.adlvice fefates to. Ih&acqutsmun or pos:uhlc ucqulsmon of a il hancial produét, an investor
should l€a obtain, a product disclosure; stateiment retating, 1o the- finaricial product. and
-ctnsider that-statement befdre making any decision about whether to ucquire the financial
produet..

lndepmﬂéhce
At the dnlmof this repont, notie of DMR' (.orpornta. Derék M Ryan nor.Mr Paiil Lo has

any - malcnn] interest (i the. outcome: of lhc Propo:.cd Transacuon,‘nor any relationship
with Métabolic, PolyNovu Keeed, CSIRO of. their dssocintes.

Drafts of this repon.\\'cm;pmVIded to and dlséus_sed_wnh the Directors of Metabolic and
it5 advisers.. Certai changes were made to factual Statements in this report as a resuht of
ihe: revmws of the:draft reports: 'I'hcrc were no alterations to-the methodology, valuations
or conchuéions ikat have been formed by DMR Corporale

Rcmnnemdun

PMR Corporate is eniiiled:to: receive 5 'fee of up-io $35.000 for the: prepnmuon of thig
Jfepon, “With - the: exception ‘of the above, DMR Corpqmtc.wnll nat, receive any other
]benef 1$- whelher diréctly or- indirectly, for or. incanfection With-thé making of this repén

Eiecept-for. the Tees referréd 1o above, neither DMR Corporate..nor any ofits directors,
‘cmployee:, g as".ou-ued enfilies; receive .my\fees of other benr:ﬁ:s,‘dlrtcll) or; mdm:clly
fororin conneétion with the prov1smn of: any mpon

“Puage 17
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4.7 Cumplnlnls"l‘l'uce:a'

As the hétder.of an Ausiralian Financial Services Licence. DMR Corporaté i5 requiired to
hive a system for- haridling tomplmnts'fmm persons-{o whom DMR Corporite: provide
financial. services:, (Al complaints must bé-in ‘writing and sent. (o ‘DMR. Corporate at the
ahove ‘addrr:ss

‘DMR Cdrporate will mike eVéry éffon to-resolvéed.comptlain | within 30 days of re¢eiving
the cpmplamt. Ifthe. comptamt has ot been. qausfactorll? dealt with, the complaint:can be
ieferred ‘Lo the Financial Ombudsmisn. Service Limitéd-— GPO Box. 3. Melboume Vic

3000.
Yours fuithfully-
DMR Corporite Pty LLta
D /xl/f‘— / o oé.,«
Derek Ryan w -Papl Lom
.Directar; ‘Director

Page )
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Appendix A.
: Myaﬁdllﬁ.‘ﬁin?@aﬁuﬂ&i[s_ Limited

'!Tl;ﬂflSQSl;L'ei - Xeevd ‘Sharesunid Voting Power.

The-. folluwmg} n':smcuqns have been ‘extracted fmm\lhe*Bmdmg “Terms §heet signed h}
‘Meabolic, Pol}"b{ovo. Xteed and CSIRO i .Iuly 2008;

"l-m-.such [tmc i-Xeeed holds Voiing power in Mcml)nllc-ﬂf in cxess of 10, Xeded will cnwer Into n
+vuting restrigtion greemet with Meiabolic-that 1€ Will not vate. m:y of its. Metabalic. .-.ha:cs other thas i
“Tedpect: nf the falliwving cincuningnces or cventd:

ey
)

o8

n;}x‘rcwiunoh Mui_t; a :jnw\and {6rpan ofn dj'vi:_!}:nr,ll in'r_ggmcc; ofa ‘MEtﬁignlii: shoréif aripaid;
‘any proposd 16 reduco (he-shire tupital of Metsbotic:,
-y resoluiion (o approvo.the ferms of'd buy back agséemen;

it pior6sa that effetys th riphts mmehed io 4'share i Metabolier

a0y propasd) 1gwind up Metabolivs

m'i:rnpmal I'o;@héidispc‘rsﬁul-qi‘zha vihble of Metabitic's property; business any untertaking;
.&uﬁﬁgthc-winding up OF Metubalié: and

'any rcs’qhnmn (8 uppmnr or remove: d‘k..}\r.e?:d ‘pominge {Stewan Wisher) ias a direcior of
Mttnbullb and '

iy séRéni¢ of Tirdngemen:

in each of (hc'abovc tinigislances oF cvens, )fcc{ii thl (shbjcct 1 eny.overriding, n:gul.ﬂlbry restristigns)
be enmled tor exereise the full: nmoum ofits’ vating pawer

Pigé 19
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Appendix B,
Mectabolle Pharmaceuticals Limited
20 Largest Sharcholders-as nl25 August 2008
Namie: Numher of Fully:
’ Pald Drdlrmry
‘Shares. °
Brazit Farming | I’I)e\.rd 36012,701
'\dsSmnnb Gmllh 10219 Q‘)‘}
‘Mr Keingth Frank, ansnn lO.GIﬂ.OOO‘
Modish [nveétinenr Holdings P Py'Lid 9,607,520
Brufi} Fa:mmg Pt) Lid- ' 9@,00(!
‘Shordproolt Pry Lintied, 5575000
ADE Se?i‘lchrl‘t) tad 4280000
Jnld:ch‘?ty 114 RAC & TD Bk nvéument AL 4,000,000
Ciilcofp Nominees Pry Limilgd. 1380692
Bbeloag?ly Lid Johnwn Super Fand AIC 2,000,000
Octagansl Superannudtion Piy-Lid Octagoal SIF AIC 2,000,000
RBC Dawis livesior Sedviees: Ausiratia Nominees-Piy Limited MuCl Al 1806417
Mr Brisn Girdon Alfred Mathews: 1732400
Dt lan Francis'<Dr. fan Griffiths> ") 66666
Glenstice Py Lad 666667
l..ippm Cun&ullang Ply'ud' 1.666.667
“Super Clyng No-25 Piy L 11666667
M Peter Daniten Frdneis. 1-4566,6641 -
Schirm Privae Equity, L7 _ o 1639334
HSBC Quistody Naminees {Ausuntiaj Limitéd. 1510448
“Total nymibér of shares hefd by-the tweatylangesi holders 140,588,753
Tiual shives on issue ~301 404,121
- Thé !ic@ggi)}agg gf"llg totsit Kalding of'the 1wenty lgrest hﬁltjc_rga of grdinary sharé was 36,69
Sereed Motabefs Sbase Regiscer 25 Augand 2008

' Page20
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Scaifcse Mytabolic’s D07 87 2003 Atiaund Repirts

Appendix C-1-
Metahollc Pharmactuticals Limited
Ancome Siniemelits
Yésir Eaded ¥etr Endid.
T LT T
Andited Audited
$ 5
Fiitinge revetie 1373946 1278260
“Gavemngent gruni incoine "SRG 28650,
Ouhér'income: 4366° 14 AdD
Project expeiid 1B,630.713) (1 585049
hmplnmbmwﬁntpcnsc (4 193.9(:0] (2.733286)
Deprecistion end amortisation expense. {298.358) (268.276)
Operuling leases’ {137 .886) (117,216)
Labhritary. expenfes 1231 £816) {(150.952§
* Quher, sdminfstritive and gvérficnd expentey {1.336504) {547.278)
! impeiismng OF tnvastment i Ncurcn - (362.500)
* Nef loss befurg kicome tax (5406939  _{8A4LI6D
Ingbniz tay expenss: - :
Nt Las atfribiiable fo'members [3406930)  _fdad1d6n

5




* Source- Metabodies T and 2004 Anua) Keponis

Appendix C-2
Metabollé Pharmaceutienls Limited.
/Gt Fiow Stotemigity
Year Ended ' Yéar Eaded,
/612007 301672008
Auttifid -Audited
‘ . - 8
Cah flows from opernting activities. L o
Poayments W suppliers aad employers, 114 £76,053) (5352550
Intefest feteived 1393932 1211659
N Rl.‘.l.txpl di‘gmcmmcm By 53 786 284590
‘ 'Samd:ymmme' "4.368 .
Nej Cabh Glirflows fiom Speraring activities (13424567 18,113,194
Cnsh Oows from invr,mng nctivlzles - N
.Paymclfm‘ ftir piant arid eqéipment {138A35). (16083)
Prucceds on sake of fixed wsets ) 588 2rALY
Net-Cash oritflows from favesting sciivities —Li36:250) 5233
- Cu;m fioivs from Anancing setivities: )
ek proceisds form issué of slowes and uptions 10836947 -
: Nl Cust [niows from financing aciiviies. 10536367 :
“Net increase/{décrease ) in‘tash held (2.724 352 (4.106.961)
Caih o Cash equivalents at the beglnning of the eflod 23304295 20.579.43
Ciih'sind Cigh eqolvilérits ot ¢id of ths perlod: Hein benum

Pape 2
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‘Appendix C-3
Metaholfc Pharmaceuticals Limited
‘Bilaitce Shects
' Sbigrion?.. -Jvgr2008
! - Audited ‘Abdiged
CURRENTASSEIS ‘
- Cush and Gash equivalents 20579943 16472982
. Reodgivabley 240445 187406
1 Prepaymients 145324 79468
| < Other 12041 12,141
TTOTAL CURRENT ASSETS - 2097190 TERTI 5
NON.CURRENT ASSBTS , )
-Avmlnhlu-l'uh-salc ﬁnuneul et s investmént in thies 487,500 137,500
‘Propertyy ‘plant & cquipment 551,848 193250
| TOTALNONCURRENT ASSETS . 3039348 —4MIS0
| ToriLassers 207381 IZABLI%
. CURR[{NT LIABILITIES:
Tmds snd'oihier pa) ables 544,727 91933
mes:qns : 23313 5E9.894
TOTA ucuuﬁm LIABILITIES _Li73.000 __G6RIA7T
[| RONCURRENTLIABILINES: , »
‘1 ‘Provisids 56,219 19863
TOTAL:NON'GURRENT LIARIITIES 56219 19 863
w TOTAL LIABILITIES 1229219 - _I0L69%0
| wETAsSETS 20.788032 16461 060
o Eourry _
| Cnnmbnued Squity. 901 246 $9081 36
‘ Réserves 1 AB5 463 L 567,064
- GrinsA 16gs¢3) oA availablerfor-salt Timantidl asscts { 1"’.500) 3
Reiiried Eamingsif Aécumiliied {dssés) (69.746,377) {74’3875445
TOTALEQUITY: 2&1@&&% 16461066
W ! Soucte: Membotie'§ 2007 aod 2008 Annal Repony.

. -l;-.xge?.b_
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“Appendix
ii’li:ial'idli@'?hurhiagc@lﬂgnl_s‘ Limited

Orderly Realisation of Assets.

Mlsnigd  Estimated:istimated,
-Midled  'Rénlisabis Realisibly
_ Volue - Vilie |
[3 5000 157000
Low  Migh
GURRENT ASSETS . L
Cash and tash equivalents (6472582 16473 16473
Rccewables. ) 'Ib?ADQ 16T 167
Prepag frEnts 7)‘468 - 'm
‘Cthe 12341 2 13
TOTAL CURRENT ASSETS 162309 16652 1672
NOX QURRENTASSETS |
i
Avuitubis fdr-uig Iumncml 13gTg - vestient in sliares: 137500 - §br 120
Propénty, plant & equipment 193259 % 425
mum propeny — Noic 1 - - -
TOTAL NGN CURRENT ASSETS. 330759 38 48
TQTAL ASSETS: Tigast 1670 16eN
CURRENTLIABILITIES )
“Trade aid dther payobles . 91933 92 92
Provigiais -589 894 560 590
“FOTAL GURRENT LIABILIT/ES Tes®y  eB e
NON CURRENT LIABILITIES' . _
Provisions 19863 20 20
“TOTAL NON CURRENT LiATILITIES Ty 30 2
TOTALLIABILITIES T TR 1 H
NETASSETS: Ap2B1 066 1675 16265
Al - Ve o u tixied holl 30 500
| Lessz égs_rﬁf_;ul!sﬁﬁbh; { IQS_} {100
|
Net reatizable valoe of Metabolic's assets 516250. ‘SI6565

Note 1 SMcmh)ln:s 1P may have a value, however the directors hivo detarmined that o it value should bie;
umgncd 1 the IF inthe30 June 08 finsnzial sttermenty os Metabnlic tannot: dcmhmmlm the
Tfechnical r‘cnsnbllil)mf Eompleting.any of the. pmuci:ls oft.a gommnireial bayis ul (Rig pofnt of ime,

Page 34
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Appendix E
Metaholic Phamn-;gguc&;é;
‘Share Pricé.and Volume History.
.Asummary of Metaboll¢'s share grice and volume hittory from
1 July 2007 t0:17 July 2008
“Manth “HIgh' Low Avernge’ ' Vatome +Vilud.
- $. % Tonge 5.
2007
Cohly ALLR 0128 0336 BAIBS13 3558157
-Aggust D130 o7 ohgr A5ASAT] IPATASY
Seprember 0073 0.05) ‘0064 /RIS05 1 S0TI36
Octiber Ddia adse 0060 10,754 229 644,690,
“Noverb odsy 0141 posi 114856504 SHE 3By
 Degoember 09 004 D2, 3965605 422,13
Timuary DIHG. 040 0437 11294917 423,135
Fétmiary’ 0045 032, fo3R 8330540 36822
Match Q.03 002y 0031 7426502 37259
Apit oy 00267 0032, S1317A76 1,621 266
. May' 432 o3 0041 30085403 1244980
. June. -00m 040 04is2 58135356 3DM0587
V- “hily 17 0.045 009 DI 4863740 199413
' VT se331 T 17540544
VAP 30 Days fo 17 luy w8 s don
VWAPOO Davs w17 July 2008 §° o047
5] No,
BALTE 00000
" 1
0,440 1) _
A, 4 - 25000000
04304 ',Lh' i
I omi ! 1, 200006
0180 1 15000000
e -—.I':: .
oga 006000
'0,04{]‘1
Y S000 {00
4020 1. .
355535955558 88338E8sey
13RER i A i ittt
Peeagtas PR HTU Ry §— S——
(
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Appendix F:1
‘PolyNovo Blomaterials Liinlted

Income Statements-

Auditéd | Andited - Audited

Year Poded YearEadrd Yeir Ended

301672006 02007 3M2008

§ ) $
inteed inicoing osgss s ok
Licenco fecs - 31931, 217557
Govemment grants: 1194527 209,481 (2626
Salk of mafcrials ~ - 12,790
Giross pigfit. 309,507 503930 AI6504
Opermiing fedise paymers Goooi),  @Eegd) {37559
Employes Benehits eapense (302,859 {538599) (59181
R&sdiijeh aid develapment expemes. L1395,316) (1,320,889} (L.294,141)
Dépréciation expengs' @53y {99367 {Li3283),
s Corporate finance & sdmidistratiol ERpESES. (#275TT). (d04gaB)  {74D.751)
Tétal expenses CILUR  QeRded G023l
Lasis befure inéiraé tax benefit RALesR  UIESEN (2576000
* Shurce!PolyNova 2106, 2007 and 2008 Anfual Reparts

Pagé 20
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“PolyNovo Blomaterials Limited’

Appendix -2

Soarea s PolyNuve 2006, 2007 sox 2008 Anmeal Reports

Cash.Flpw. Statéments
Yesrknded  'YemrFodéd - Véar Endd
30/62006" 30/6/2007 30/6/2008 -
Audited . Audited Autited
$ 3 s

Ca.-.h Nows from uperuting i aulv!llm , L

EREACE IS - 31 931 211557
Cavefamenht grants - AN 90,480
0 er ) . B - ‘ - 12.79

Paprmens to supptiers-and cotplayers. (2413433)  {2436420) {2794 6003
Net Cheti duitfiows from. Spsiting assivics L33 (2194460 Q2465572
“Cash fhivs roin Investing uctivitios

‘Inetest received 193055 221014 W2 H65
Payrnems for plint and equipmen. [78492) - {13663 (54,185}
Net Cash qudlows from investing activmes. 114563 90382 YT
Cnsb flows from ﬂnandng activitles .

* ek pmdc:ds from i issue ohhnn:a 3000000 -2000.000 -
- Dyion feés ¢ 35050 -
“Ngy Cashrinneivs rom Finaitdiig seilyitles, 000000 2035000 =
‘Nerinisroases{deciuase) in casls held Toladd - {6BIR0) (2317092
Cih nt thie béginalig of thé pérlod 3463728 65068 4 096,388
Gush at endof thé perlod | LI6TIE o AD63E  LIBI%

Page '57
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PalyNovo-Bloriaterials Limited

Appendix F-3

:!{nq}gt:;,g‘é{ly}lqm :ooszpmm 2008 Ahnusad Reports

Balante Shects
Audited” Aisdited. Afidlei.
i6n2006; 1wsnuu'r VEI2HMS .
5 $ -8

CURRENT ASSETS: ‘
“Cush and cash equivalems '4,165:168 4096388 [.779.2%
Trde and pitier mcmyu!ilc 257,298 151 456 43404
“Otier ngbitd A 13,341 25,701
“TOTAL CURRENT ASSETS. 3436256 A26L4ES - LMR4D3

:NON C'URRENT Assrﬂs L .
Property; plifit & equipéneit 213348 A104I2 251512
!ruangnhic agsels S5.100000 -5,100.000 3100000
TOTALNDN GURRENT ASSETS: R TERTT I T L1 S LT 4
TATAL ASSETS: SEMM 260397 TS
'OURRENT-LIABILITIES
“Triudz tind other.payablés 367334 W68 45R252
Provisicas 60.342° §7.622 106.403
TOTAL QURRENT LIABILMES. —ALLE 358404 564,655
INON'CURRENT LIABILITIES

Deferred tax Tiability: 1530,000 1 530,000 1,530,000
TOTAL NON CURRENT LIABILITIES 4530000  _LS30D000 1530000
TYTALLIABILITIES 9958 lmman 2094

NET ASSETS IBSLOE  1LIEAeY 50526

EQU'TY .

-Contiibited gty 13, 140,000 i5.140,000 J5,140.000
(Restryes IR O00° 192000 185504
Necumilated esas. (5366074)  (TSHHOT)  (1D.2208M)
T304 2827393 5103260

“Pige 2§
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[ 3]

Appendix G
.:Sdl_ifcf?s;.drj_ﬁfgr_:ngtjqp

The"Nolice’ of Gerieral Meeting and the. Explanitgry -Memorundum which this.

* FEPATt Accompanics;

Autited financial. stateimghits: of Mgétebotié-for the finencial. years. ended 30~ Jurie
2007'and 2008:

' Metibolic’s budget for the 2009 financial year:
Listing of. Metabolic}s.16p, 20 shareholdersas it 25:August-2008:
 Metibolic's anriotncements io the ASX since-: July 2007

: Shatie’price, sumiiasies Sipplied by Commeniwealth Securities Limited:

ASIC exiracis for Metbolic, PolyNova and Xceed:

Binding Term:Sheet dated 17 July 2008:

Auditéd-financial statements for PGlyNovo for ihe financidl-years ended 30 June
2006,2007 anid 2008;

Acuity viluation réponts ddiéd Mny2007 and supponting cash flow forécasts;.

:"[-)‘i',;';:us'signs with :_':icg'llni\'aes_‘nf R{niyﬂbvg)’;-;fﬁd'

Digcussions with Diréétors-6f Metibatic.

"l:‘.ngg'f_@'
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Appendix H
Declarations, Qualifications and Consents

Declarations

This report has been prepared at the request of the Directors of Metabolic pursuant to
Section 611 of the Act to accompany the notice of meeting of shareholders to approve the
Proposed Transaction. It is not intended that this report should serve any purpose other
than as an expression of our opinion as to whether or not the Proposed Transaction is fair
and reasonable,

The procedures that we performed and the enquirics that we made in the course of the
preparation of this report do not include verification work nor constitute an audit in
accordance with Australian Auditing Standards, nor do they constitute a review in
accordance with AUS 902 applicable to review engagements.

Qualifications

Mr Derek M Ryan and Mr Paul Lom. directors of DMR Corporate prepared this report.
‘They have been responsible for the preparation of many expert reports and are involved in
the provision of advice in respect of valuations., takeovers and capital reconstructions and
reporting on all aspects thereof,

Mr Ryan has had over 35 years experience in the accounting profession and he is a Fellow
of the Institute of Chartered Accountants in Australia. He has been respousible for the
preparation of many expert reports and is involved in the provision of advice in respect of
valuations, takeovers and capilal reconstructions and reporting on all aspects thereof.

Mr Lom is a Chartered Accountant and a Registered Company Auditor with more than 30
years experience in the accounting profession. He was a panner of KPMG and Touche
Ross between 1989 and 1996, specialising in audit. He has extensive experience in
business acquisitions, business valuations and privatisations in Australia and Europe.
Consent

DMR Corporate consents 1o the inclusion of this report in the form and conteat in which it
is included in the Explanatory Memorandum.

Page 30
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14.2

A8

4A

a3

¥

146,

" -for or'in connection with the provision of any yeport.

DMR

" hl\ia"céﬁ:giluu'

"DMR: -Corporate holds Australian Fmancnl Serwces L:cence No. 222050, authorizing it to-
provide reports for the, purposes of ‘acting for’and ‘on -behall of ‘investors in' relation
“praposed or-actual mergers, acyuisitions, 11kt:m'ers corporite-restruciures, ur share issves
-and 1o carry on ‘@ financial services -business to.provide. general financial, product advuc
-for securities Io retail and who!esale investars;” :

‘I?lnﬁiii:.lnI'Sc'rv[cns'l_')ﬂ'cre'd'ﬁ_\' PMR é(nrpnmlc

DMR ‘Corporilte prepares reports commissioned by-& company or other éntity (*Entity™):
“The réports prepared by DMR Corporate are provided by the Entity tovitsmembens.-

~All feports prepared by DMR Corpomlc include:n description of the ircumstances of the:
iengagement -and of DMR Corporate’s independence of the” E.rgmy_cpmmsssmnmg ‘the.
+ report'and ofher parties to the transaction -

*DMR "Corporate “does -not “aceept instructions. frome retil investors.  DMR ‘Curpornte®
provides' no financial services dircctly 1o 'retail? investors' and %receives no remuneration’
from rewilinvestors for financial services: DMR Corporate does not provide any personal
retail financial product advice directly to.retail investors: -nor docs it-provide market-retated

Awlvice o retml investlors,

Gr:m.-rul Financlnl Pmducl Advlu.

-

DMRacorpuratc provides ecncml financial produu hdvice .- Thas advice does ot take into
acuaumsihc persanal ﬂhJECIIVC‘i.i inancial situation or needmor individual-fetail invéstors..

Investm'\.. ‘should’ consider the"’appmpn.ﬂeness ol' a repcrl h.wmg regard'«m JAheir-owr
anecuvcs financial sitnation andneeds before. acting on the advice in-a report. Where the
ndvice Telates to the acquisition or possible scquisition of a financial product,-an investor
should also.obtain a ‘product disclosure. statement refating: to'the financial product and
consider:that statement. betore making. any. decision about whelher lo dC(IUll‘L the financial
product, - 7 * Tt

lull'ept-nr.lunua

Al the'date oi this repon snone of DMR’ Lorpomlc “Derek M Ryun nor My’ leul Luri bas
any material interest in'the outcome 'of the Proposed: Transaction. nor any relationship
with Melubulu. PulyNuvu; Xceed, CSIRO or.their associates:,

Dmfts of th:s report were: pmvnded to and. discused with the-Directors of Metabolic nnd.
its ndvisers... Certam (.hangcx_wut made to factual siatements in this report’as a resull of
the reviews of the-draft reports. , There were no-alterations to the methodology. valuations
-or conclusions that have been formed by, DMR Corporute. .

- Remuneratinn

“DMR Corporate is entitled 1o receive a 'fee of wpto 535.000'_!‘61’ the-preparntion of this
Jeporl. With the: exception of the abovejDMR Corporate wwill Tt receive any other
‘benefits. whether directly-grindirectly, far or in’connection. with the making of this report.

‘Except for the fees referred 1o above. neither"DMR ‘Corporate, nor any 'of its directors,.
‘employees orassoctated entities receivesuny.fees or gther benefits, dm:ui) “or indirectly.

PN

7
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-DMR
147 'Chmplaiﬁiﬂs‘-l"l't).é’e:ﬂ-

“As-the holder of an Australian Financial Serwccs Licence, DMR Corponm. is: rcqulrud to,
have a system for haridling coniplaints: from persans 1) whom DMR. Corporate providle®
Sfinancinl services. All complaints must be*m writing ,and s¢in.to' DMR Corporate it the:
above address. ’

'DMR Carporate‘will iniike every effon (o-resolve-d compluint'within 30 days of feceiving
the.complaint.. If the complaint has hot been satisfactorily dealt with, the complaint can be:
referred to the’ Financial Ombudsman: Service Limited ~ GPO Box. 30 Melboume Vie
3000,

Yours faithfuily

‘DMR Curporate Pty Lid
Derck Ryan ‘Pubi Lom-
Direcior Directar

Page 18
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‘-A*ppendix Ay
**Metabolic Pharmaceriticals Limited

Terms Sheet — Xeeed Shurcsond Vuting Power

The, fnllmvmo mxtncllonc have been ‘e'«:tractcd from “the” Binding” Terms Sheet: snbned b;,
‘Metabolic, PolyNovo, Xceed and. CSIRO in July 2008:,

-&Fer-guch time as Xeeed holds: mlmg pmver in Mc!ahnllc -of i excess ol 0%, Xeeed will cnter inta o
vesing festriction agreemient with Metabolic that it will not yote uny of its Metabolic shares other than in-
respeel of the following circumstaces or cvenls:

+
a

s nny resolution while s ‘qivid'end]nr‘-p;n of i_i_ividcfm;-i_ﬁ';@ﬁpccx?qrﬁ;mmhnlig shire i}my@_m;'
Jb) aiy proposatio 'rudl.gc the share capital of Metsholic:

F nny i-'gguli:iion to approve ihe erms of i Hiry buck agreement

{dy fiy ripeisal that atfeets the ri'g_m.v‘m:qé"heﬁ 1o a'shiie in Métdbolie:

®) uny proposal 1 wind up-Metabulic: .

(I, an¥ proposal for the t]ispésal af th:‘ whele of, Mctuh&jlirc's pmpcl'_t')';‘l‘:usincsﬁ nr';lll undinking;

" e, dunng the Wmdl!lb up, B Me!uhnhc nnd.

2y . any “resolulion m appoinf or remaove ﬂle\‘}inLd nbmmce”(‘;lewani Wusher} as' o drrccmr‘n[L
'Mcmbohc :lnd .

Gy - «nn)' scheme of nmngcmm!

Jin éurh of l]n. abuw ircumslances Drev cnla.)(ucd Mll (wh_]u_l l@ anya)vcmdm;, n,guldlury rtalnclluus}
he entitled 10 éxercise the full amaunt of its “voting: ‘power.

Page 19
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-Mc!h_hn;iic; Iil_lilrmm;“t'utiggl.él:l._ﬂ_im‘llcd

420 Largest Sharcholders, 25 a1"25 August 2008+

Appendix B -

Name

Ameil anmtg Piy L m
My Suzanne Cadib - :
Mr Kenneth Frunk Dawson”
Muu.tah Investinent Huldings Pt) L
Brasil Famiing Py Lid
“Sharebrook Py Liniited -
1 1) 8 Services Pry 1 it
‘Talitech Piy 1i¢ RAC & JT} Brice lnveumtm.mr:‘
Citicorp Nominees Pty Limited.
Beelong'Py Ltd Johnson Super‘Fund AICH
Oviagonal Superannustion Pry Ltd Oclugonal 5/F AT -
‘RBC Deadn {nvestor Services Ausindia Nominces Puy Lifited. Mu_[ AJL.
:Mr Hrian Gordon Alfred Mathews
Dr fzn Francis <Dr lan Griffithe «
Glenshee PryLad C
Luppin Consufting My Lw: *
"Super Comp No 25 Pty Lul
Mr Peter Damien Feancis.
Schirm.Private Equity 1P
TISBC Custewdy:Nominees (Austratlia) Lirfited

“Total Mniber of shares held by the th'niylgfgﬁégl hylders,

‘Towl .'simn.‘sph Hhsiie =A01.404: I'3; 1

. P LT .o Ca
The percentage ofthe total holding of the.twenty largest !w;'l(_ler.:: of ordinary shared was 36695

Source: Metabolic Share Register 25 Augs 2008

"Number of Fully

Paid Ordinary
Shares

A61012.701
219 9% -
20000000
0.607.520
580,000
5575000
F5ag 280 400«
4.000.000°
2 380,602
2 000,000 ¥,
2 00000
1 506417 ¢
1.733300 -
4 A6
16,667
1686667
- Np66.66T
1 BhhOah ¢
U h639.384
1510448,

0S8,

Pupe n”
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Appendix'(j-l‘
Metabolic Pharmacciticals Limited

.

‘Income: Statements

. - < ——— . - - -

?vurﬁuﬂrd Yenr Ended -
462007 Bles2008
‘Audited! Audited -
v 5. 8
i Fidnce revenue JAT30467 1278360"
Government prant income 143,780 WL
Other income. 4366 4440
Project expense 48630783} (01585040
- Employee beorfils cxponse 44,193,960 {27338
Depreciation ond amonisation expense: " {298.35R), (2662161
Operuting leases (137 886} f117216)«
labaratary Expenses . (241,6016) LESN982)
Other otministmiive ad overhemd e penseg L1.336.504) (5472784 .
Impeiement of, nvestment in Nenren - (362 5004
{Net loss hefore income a3 (1406939 A441,167)
Ineume Ty eipense: — .
“Net !us;'e_l:_tfrjhﬁ!uble.i‘q‘nwmbﬁrs', 13 38 L4t 167)

Souree Metsbulic’y 2007 5l 2008 Afiniin) Réporte ¢
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Meﬁnlib[ic"l’l_mnnacclfticn I}é !}]mitcd‘

- Cash l‘lﬁw.ﬁﬁl’lemcn!s

A,ppvndix C2 '

¢‘Cash ftows from bpernting activities:
Payments to supplicrs and employvers
“Interest received v
"Receipl of guvernment grams
Y USundry incomed  ~ -

@'et;Cnﬁhféiimuwt from'operating aclivities-
4 . - . '
~Cash Mows (rom visting netivitlest

Payments for plant and equipment, -
Proceeds on sale of lixed bssets

Net:Cash uutflows from javésting-sctivities

« Caush Apws from Anancing octivithes
Net proceeds form issue of shures and options

Nét Cash inNdws from fislancing activities
“Netinereasel{decrease s incash held,

«!fnsh, and Cash cquivalents at the beginning of the, period
iCash nud Cash equivalents &t em_f.oi' the period

“Source. Matabolic’s 2067 and 20413 Annuil Kepans ~

Year Ended "f'l'ear Ended,
. MY6/2007 MVE/2008
Audited! Andited
§ - 1
{i8.R76.653) - {5.352.553)
~1393932, 1211669
53,7861 "6
"4,366 5 .
[ Fond : '
342458 W40 1294
“L138A35), T16.0%5)
1 688" 1L
Langsy 5233
10836967 ~
"“).ﬂ 30967 ! ' .
(2.724.383) 4.106.961)
223304208 0,579,943
20,529,943 AL ATI I

Poge 33
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Metablic Pharmaceuticals Liinited”

Balance.Shects,

“Appendix C.3

'CURRENT ASSETS
+ Cash and cash equivalents
Receivables- - o
- Prepayments
+'Other
‘TOTAL CURRENTASSETS+

NON.CURRENT ASSETS . .
Availuble-for-sale Mnancial sssers' s iavesiment’in shares .
Propenty, plant & equipmen

- TOTAL NON-GURRENT ASSETS -

TOTALASSETS”

"CURRENT LIABILITIES:

*Trate and uther.payables :

" Provisions, - ¢

TOTAL CURRENT LIABILITIES

< NON CURREN LIABILITIES:

“Provisions :

"TOTAL:NON CURRENT LIABN JITES.
TOTVAL [IABILITIES

HNET ASSETS

(EQUITY .

 Contributed equity.

JReserves ) .
Gaoins!{ lusses) on available. for-sale financinl agsperss
Retained Earnings/ Aceuminlated fosses)

TUTALEQUITY!

“eSotrce : Metabotic®s 2007 and 2008 Annual Repans ©

=
“R0/E12007
Audited,
5

£20.579.943

T a0A48
14530

12.14]
WS17.900"
487,500
RRINILE

} 039,348
17 94|
$ 949727

221273,

FWERYT]

. {;63:9
%] LA
122 '1!9‘-
20788032
.- t '
RO a6 -
1 465463
(12500
(697463773

TR Yon

Jo/en2008
Anclited,
. ‘s‘_‘

16472982
©TLBTADS
THH68
12,141,

1230997
127 500
493350

430,750

H1.933
580.894

o 27
j9.863

T 863
Fifd sl ]

=

16,461 1166
RINKE 336
1.567.164
(74.187.544)

16360060

Tuge 2
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Métabulic Pharmaceuticals'Liniited:

Orderly Realisation of Assctss

‘Appendix B

CURRENT ASSETS
* Cash and cash eyuivalents
‘Reveivables,
Prepayments
<Qther

TOTAL CLRRENT ASSETS.
“NON CURRENTASSETS-
Praperty, plant & equipment
Imeitectual propenty - Nate |
"TOTAL NON CURRENT ASSETS -
“TGTAL ASSETS:
*CURRENT LIABILITIES
Trade and other paynbles,
Provisions ’
“TOTALCURRENT LIABIATIES-
NON-CURRENT LIABILITIES'
« Provisions: - o
“TOTAL NON CURRENT LIABILITIES
TOTALUIABIITIES
NET-ASSETS -
Add: Vatue o_l'i:'lislrd'sllcil

.

JLesss, ‘Cust of reatisation -

Neg realizable vahie of Metsholic's ussets

S —

Availuble-fur-sube-linancial aacts - ivestnient inslisies

62008 (Estimsted: Estinuted
Audited  ‘Reafisuble Realisuble
‘o © Value  :Volue
[ ¥ SO0 $000
* L Low High:
[bar2om:  MaTy 16473+
167406 RLY) a7,
TAGH R (1
12,141 2 2
. ot N hl '
1633997 16652 8782
137500 LI 1]
203,259 TR
~__430.759 [25, <245
17062756 D637 L0406
91933 92 0
(589,894 590 590
TeLET s -em
< t PO
“19.363¢ 20 20
_":Iﬂl.ﬁ()(!-. TR /1
J0a01 0ot 6075 1620
TN A0
~Uz%H o)

vA16.250. "S16.36%

Noted” Metabolic's IP may.ll:t\‘_c a value, however the directors have detenmiped tin a il valug should: be
- qussigned 10 the P in-the 30 June 2008 financinl ‘siatements ns Metabalic cannot” demanstrste the
technical feasibility of completing uny of the projetts on.a commervial basis ut this point of vme.,
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+ Adimmary of M

Metaholic Pharmaceuticals

:Share Price and Volu

-

I Tuly 2007 tae17 Inly 2008

me Histdryf

etabolic’s share price and volume. histary from

‘Appendix L

) . Shure Price . oy P
*Manth -  High Law Avcroge: Valame: ‘Walue,
- S $ 5 = 5

. aar’ .
July 0,158 g 0.136 + J28ATSLI AN5E157
~August 40,130 067 no6? 45415471 TS
Scpember 1FipE RITTLY 40064 . 39 254 505 19071347
Citibes 10064 ‘0056 T 10,754,349 - 544590
‘November 0057 10047 0081 1145659¢ 586880
December 0.049 004 ICH 9 969,605 422,156 -
04 ) .
Januney MG 0.030° Tisre et 423,33
Fetmuury . D041 0ng D038 . BAS0S40 315522
March D38 "0y 00N ' TH26502 237259
L Aprt oMl anwe 0032, SIBTETE ¢ 1621264
“May 0052 0me - S DM 1 30.0185,403 1244 9RY
June’ 0073 S04 D052 58155356 340587
[ utyr-ie 0,645 TGO DM - 4ETM0.  1w0ANd
oo M7SRIATI U 17.549.544
VWAPI0Duprw i7July 208 S O '
VWAPSODaysto 17 July 2008 - &+ 04T
$- T No.
0.160 30000000
)
BN YEN IS -
f’H‘n T 2500000
0120 ‘;11
. | T 20000060
IO : s
0380 1 1500000
60 i
: 1 10000000
" DM -
. T S 000K
Bn2g:

35383332355
3-?..;“5“‘2*- a&sb'sg
T e W e
- A L T
. npr - T i e
v
Fage 25
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‘PolyNovo Blomaterials Limited

Income Statementy

'Appendix. F-1:

“Audited Andited’ Auditod
- Year Ended "Year Ended Year Euded
T A0/aI2006 . 302007 - 3062008
. s et
 Interest income 'ié§.055" ﬁ!‘lﬂ I8 J98,108,
-Option fees - 5000 . -
Licence fees < owe - 31931 217557
~Givwermment grants: LA, 209,181 42626)
“Sabe of malcrials : T 12,290,
*Gibss profi 309,507 X030, TuA6SI4
* - ) " ’ B
Dpemting lease payments: 13000001 300K 1347.559) -
Emptuyee benefits expense (302 8549y (538590 (591817
Research and development oxpenses., REENLP A {1 A2 889y, ~{L2u4.141)
Depreciation expense . (85313 (99,367 (113283);
+ Corporate finance & ndlu]iiiiLmlibn Fijigqs'cs\ A42T 87T . flu){.(ﬂg} {149.751).
" Totul expensts.. QALY CRMEIH B0 -
! Luss. befure income tax benefit I2I0L66R)  WLITHSAN. 2676037 -
Souree: PolyNovn 2006;2007 and 2008 Annudl Refons:

“?‘.l e 2
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l’nlyNnvu le‘ndterIs Limited*

C‘u.h lt low. Stammcnls

“Appendix F-2.

Siurce : Puily Novio 2006, 2007 anll 2608 Asinual Repostd”

O 2
Year Ended . Yeor Ended Yeur Ended
I0/6/2006 « 30/6/2007 M/6/1008
. - Audited CAwdited ! Audited
; s s, L3
+'Cash Mows from upcrntlng uclhllles , .-
Hictncetews 7. < EIREL 217557
«(lovernment prants - 23032701 D630
, Other  * - N B
Payraenis (o supplicrs and employers la a3, I“) (24564201 J2.786.0600)
Net énsh it ogws !"rg_fij,_r.r!mming wclivities (413123) “[",, lilg.lﬁ".]_-‘ {2 465,572 ].
"Cash fhiws [rom iu\'t-slfgﬂ u&‘ilvilit‘éa' .
Interest receivesd H4IN35 L2214 12605
‘Paymenis fur plant and exquiptent, [r8492y {136.632) A54,185)
“Net Cash nulﬂows from.invesiing activities, Y yia63 = S IR? _[4BARK
Lw;h flows from. l'inam:mg activities P e,
Net.proceeds from issue of shares A000000+ . 2000000 -
Oplmn fees o . 35000 i
Nét Cash intgss from finuncing eetivities, 3000000F 2035000 =
*Nct; u:cn.a:-cl{r.kucam,y inunh lu.ld ‘;fH'.«Htf,s -,(68.780); -('2.317.()95)
' e LA . et -

~Cash'iit the beginning qf the pcglod i 3463728, 4,165,168 4196388
- Cush at e of the perind ’ LGS0 409638 <1.179.794

i’ng'c.E‘?
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PolyNovo Biomaterkals lii‘m}lcd

+

Balunce Sheets |

»==4‘£:p_pendix_l~'-3

CURRENT ASSEIS .
‘Cash and cash equivalents.
“Trade and vther receivables
~Other assels '

“TOTAL'CURRENT ASSETS",
\NON CURRENT ASSETS'
Propery. plam & equipment
‘tntangible.assets -

"TOTAL NON CURRENTASSETS
TOTAL I‘\SSE.TS'7

CURRENT LIABILITIES!

Jrude and other payables
:Provisiups

NON'CURRENT LIABILITIES
Droferred tan liability, ’

TOTAL NON CURRENT LIABILITIES

TOTAL LIABILITIES
*NET ASSETS
EQUITY |
Contributed eguity.

Reserves ..
Accumulated lossest

Source: ;_Pi:‘ty_i\’n‘vu 3006, 2007 and ‘.’mﬁmmuhi chuﬁ-;

‘;\uﬂi!ﬂf “Awmtiled Audited
 AUGE/2006 362007 WE/2008
‘5 ref s
4,165,168 - 3096388 LTI

, 257,298, (151456 43.406"
13,790, “13.34) 2808
436,356 4261185 T1LBIBA03
axdass  slosiy 251 k23
5,100,000 5,100,000 57100.000
5371348 5310612 3351312,
367.336 - 256,782 . 458,252,
(60342 67.622 06403 -
JARTRIR/ . 354404 564,655,
11530 4100 LS00 133000
LS008, 11,530,000 SLANL000
. |.2§2'§_7_3 .7]. R84 04 2094 g:-.q
LE3LI2G L8230 L 3405060
43180000 32300000 1540000
WiB.000. 192 000 185,904,
(5366074)  {TSM07) (10220644
2.85),920 7187403 13405200

' P;lg: iy
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Appendix G

1

R i .. o -
*Sources of lnformationi

'! he 'Nunce ‘ol General Mcclmg il theﬂhxpl.m.:lurg! ‘Mcmuﬂndum whn.h this
‘TCport accompanics; - . Lo

Audited: fi nanual Stateriiénty. of Mctahnllc for the, financial ‘}carq ended 10 Junc‘
2007'and 2008; * *

.'Meuibnlic'Sfbudg.et for 1hé: 3009 financial’yeaf:

" Listing of ,Meuliio!ias.fOijO shareholders g o 25 August 2008:

*Metabolic’s anneuncements to ‘me.i‘\SX.s_fince 2| ‘July"é‘UU"l:

‘Share‘f;riee 'sumfﬁgﬁé sipplied by Commonwehlih Secisrities-Limited:.
ASIC extracts for Metabiotic .;}’.tilyNéﬁg and Xceed:

‘Binding Term Shiet dated 17 July, 20082,

Audited-financial ‘statements for PoelyNovi-for the fi nancml years ended 30 Jum,
’006 2007 and 2008,

s-,{\cui;y valugtion mphrfs ddied May 2007 and supponting cash flow forceasts;
:Dicussions with gxecutives of PolyNGve; and

Discussiong with Directais’6f;Metaholic.

Tupe 29
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Appendix H
Declarations, Qualitications and Consents
Declarations

This report has been prepared at the request of the Directors of Metabolic pursuant to
Section 611 of the Act to sccompany the notice of meeting of sharcholders to approve the
Praposed Transaction. [t is not intended that this report should serve any purpose cther
than as dn expression of our opinion as to whether or not the Proposed Transaction is fair
and reasonable.

The procedures that we performed and the enquiries that we made in the course of the
preparation of this report do not include verification work nor constitute an audit in
accordance with Australian Auditing Standards, nor do they constitute a review in
accordance with AUS 902 applicable to review engagements.

Qualifications

Mr Derek M Ryan and Mr Paul Lom, directors of DMR Corporate prepared this report,
They have been responsible for the preparation of many expert reports and are involved in
the provision of advice in respect of valnations. takeovers and capital reconstructions and
reporting on all aspects theveof.

Mr Ryan has had over 35 years experience in the accounting profession and he is a Fellow
of the Institute of Chartered Accountants in Australia. He has been responsible for the
preparation of many expert reports and is involved in the provision of advice in respect of
vatluations, takeovers and capital reconstructions and reporting on all aspects thereof,

Mr Lom is a Chartered Accountant and a Registered Company Auditor with more than 30
years experience in the accounting profession. He was a partner of KPMG and Touche
Ross hetween 1989 and 1996, specialising in audit. He has extensive experience in
business acquisitions, business valuations and privatisations in Australia and Europe.

Consent

DMR Corporate consents to the inclusion of this report in the form and context in which it
is included in the Explanatory Memorandum.

Page 30
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metabolic

Metabolic Pharmaceuticals Limited
ABN 96 083 866 862

000001 oco wmep

MR SAM SAMPLE

FLAT 123

123 SAMPLE STREET
THE SAMPLE HILL
SAMPLE ESTATE
SAMPLEVILLE VIC 3030

T T el T A& W W TR
=4 Ed

>4 By Mail
Computershare Investor Services Pty Limited

GPO Box 242 Melboume
Victoria 3001 Australia

Alternatively you can fax your form to
{within Australia) 1800 783 447
{outisde Australia) +61 3 9473 2555

For all enquiries call:
{within Australia) 1300 850 505
{outside Australia) +61 3 9415 4000

Proxy Form

This Document is printed on Greenhouse Friendly~ ENV! Laser Carbon Neutrat Paper

A For your vote to be effective it must be received by 2.00pm Tuesday 25 November 2008

How to Vote on Items of Business
All your securities will be voted in accordance with your directions.

Appointment of Proxy

Voting 100% of your holding: Direct your proxy how to vote by
marking one of the boxes opposite each item of business. If you do
not mark a box your proxy may vote as they choose. If you mark
more than one box on an item your vote will be invalid on that item.

Voting a portion of your holding: Indicate a portion of your
voting rights by inserting the percentage or number of securities
you wish to vote in the For, Against or Abstain box or boxes. The
sum of the votes cast must not exceed your voting entitlement or
100%.

Appointing a second proxy: You are entitled to appeint up o two
proxies to attend the meeting and vote on a poll. If you appoint two
proxies you must specify the percentage of votes or number of
securities for each proxy, otherwise each proxy may exercise half of
the votes. When appointing a second proxy write both names and
the percentage of votes or number of securities for each in Step 1
overleaf.

A proxy need not be a securityholder of the Company.

Signing Instructions

Individual: Where the holding is in one name, the securityholder
must sign.

Joint Holding: Where the holding is in more than one name, all of
the securityholders should sign.

Power of Attorney: If you have not a!ready lodged the Power of
Attorney with the registry, please attach a certified photocopy of the
Power of Attorney to this form when you retum it.

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

Attending the Meeting

Bring this form to assist registration. If a representative of a corporate
securityholder or proxy is to attend the meeting you will need to
provide the appropriate "Certificate of Appointment of Corporate
Representative” prior to admission. A form of the certificate may be
obtained from Computershare or online at www.computershare.com.

Comments & Questions: If you have any comments or questions

for the company, please write them on a separate sheet of paper and
return with this form.

Turn over to complete the form >

IC

www.investorcentre.com

View your securityholder information, 24 hours a day, 7 days a week:

Izr Review your securityholding
M Update your securityholding

Your secure access information is:

SRN/HIN: 19999999999

7\1:!." PLEASE NOTE: For security reasans it is important that you keep your
SRN/MIN confidential.

299999_SAMFLE_0_0_PROXY/060001 000002



THE SAMPLE HILL
SAMPLE ESTATE
SAMPLEVILLE VIC 3030

M Proxy Form

socurtynoiders sponsoroabya 1 e ILN AL VKRR

broker (reference number

s ot amycronees % 1 9999999999 IND

Please mark X to indicate your directions

Appoint a Proxy to Vote on Your Behalf XX

I/We heing a member/s of Metabolic Pharmaceuticals Limited hereby appoint

the Chairman
of the Meeting OR

2% PLEASE NOTE: Leave this box
blank if you have sefected the
Chairrnan of the Meeting. Do not

insert your own name({s).

or failing the individual or body corporate named, or if no individual or body corporate is named, the Chairman of the Meeting, as my/four proxy
to act generally at the meeting on my/our behalf and to vote in accordance with the following directions {(or if no directions have been given, as
the proxy sees fit) at the Annual General Meeting of Metabolic Pharmaceuticals Limited to be held at the offices of Minter Ellison Lawyers,
Level 23, North Tower, Rialto, 525 Collins Street, Melbourne on Thursday 27 November 2008 at 2.00pm (Melbourne time) and at any

adjournment of that mesting.

Important for ltems 5 & 7: If the Chairman of the Meeting is your proxy and you have not directed him/er how to vote on ltems 5 & 7 below,
please mark the box in this section. If you do not mark this box and you have not directed your proxy how to vote, the Chairman of the Meeling
will not cast your votes on ltems 5 & 7 and your votes will not be counted in computing the required majority if a poll is called on these Items.
The Chairman of the Meeting intends to vote undirecied proxies in favour of ltems 5 & 7 of business.

1We acknowledge that the Chairman of the Meeting may exercise my proxy even il he/she has an interest in the cutcome of that item
and that votes cast by him/her, other than as proxy holder, would be disregarded because of that interest.

SlSEEP Items of Business

ALy 0‘}' A

o vp"\,

<

item 1 Issue of Shares to Xceed

item?7 Increase in the Maximum
Annual Remuneration of

ltemn 2 Issue of Shares to CSIRO

YT T T T T e e e e (Rob Stewart)

Item 3 Change of Company Name

ltem 4 Selective Buy-back

Non-Executive Directors

Item 8 Re-election of Director

Item 9 Appoiniment of Director

T oo (lain Kirkwood)

Item 10  Appointment of Director

ltem 5 Employee Option Plan

{Paul Lappin}

Hem 11  Appointment of Director

ltem B Rermuneration Report

{Framkiyn Brazii)

N A

ﬂt PLEASE NOTE: If you mark the Abstain box for an Item, you are directing your proxy not to vote on your behalf on a show of hands or a poll and your
votes will not be counted in computing the required majority. The Chalrman of the Meeting intends to vote undirected proxies in favour of each item of

business.

LI Signature of Securityholder(s) This section must be completed.

Individual or Securityhalder 1 Securityholder 2 Securityholder 3
Sole Director and Sole Company Secretary Director Director/Company Sacretary
Contact
Contact Daytime
Name Tolephone Date / /

I veP

999999A C€omputershare =+




-Facsimile wuﬁc%émm
To Company Secretary.
Company METABOLIC PHARMACEUTICALS LIMITED
Fax number 0398605777
From ASX Limited — Company Announcements Office
Date 31-Oct-2008
Time 14:41:52
Subject Confirmation Of Receipt And Release Of Announcement

Number of pages 1 only

MESSAGE:

We confirm the receipt and release to the market of an announcement regarding:

Appendix 3B

ASX Limited

ABN 98 008 624 691
20 Bridge Street
Sydney NSW 2000

PO Box H224
Australla Square
NSW 1215

Telephone 6129227 0334
Fagsimile:

Australia; 1300 135 638

New Zealand: 0800 449 707

International: 81 29347 0005
6129778 0999

www.asx.com.au

DX 10427 Stock Exchange Sydney

IFASX considers an announcement to he sensitive, trading will be halted for 10 mimstes.

if your announcement is class fied by ASX as sensiive, your company's securities will be placed into “pre-open” status on ASX(s trading system. This means that
trading in your company’s securities is temporarily stopped, to allow the markst fime to assess the cantants of your amncuncement “Pre-open” is approximately

10 minutes for mest announcements but can be 50 minutes (approximately) for takeover announcements.

Once “pre-open” peried is completed, full trading of the company’s securities recommences,



APPCIIUIA VD
New issue announcement,
application for quotation of additional securities
and agreement

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 1/7/96. Origin: Appendix 5. Amended 1//98, 1/9/99, 1/7/2000, 30/9/2001, 11/3/2002, 17172003, 24/10/2005.

Name of entity

[METABOLIC PHARMACEUTICALS LIMITED

IABN 96 083 866 862

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevant sections (attach sheets if there is not enough space}.

1

*Class of *securities issued or to be
issued

Number of *securities issued or to
be issued (if known) or maximum
number which may be issued

Principal terms of the *securities (eg,
if options, exercise price and expiry
date; if partly paid *securities, the
amount outstanding and due dates
for payment; if “convertible
securities, the conversion price and
dates for conversion)

(a)
(b)

Ordinary Shares (ASX Code: MBP)
Ordinary Shares (ASX Code: MBP)

(a)
(b)

15,014 Ordinary Shares (ASX Code: MBP)
47,310 Ordinary Shares (ASX Code: MBP)

(a)

(b

15,014 Ordinary Shares (ASX Code: MBP)
issued on exercise of 15,014 unquoted
employee Performance Rights

(ASX Code: MBPAA)

47,310 Ordinary Shares (ASX Code: MBP)
issued on exercise of 47,310 unquoted
employee Performance Rights

(ASX Code: MBPAB)

+ See chapter 19 for defined terms.
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with an existing *class of quoted
*securities?

If the additional securities do not

rank equally, please state:

¢ the date from which they do

e the extent to which they
participate for the next dividend,
(in the «case of a trust,
distribution) or interest payment

o the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

5 Issue price or consideration LNiI 1
6  Purpose of the issue (a) Exercise of unquoted employee
(If issued as consideration for the Performance Rights (ASX Code: MBPAA)
acquisition of assets, clearly identify
those assets) (b) Exercise of unquoted employee

Performance Rights (ASX Code: MBPAB)

7 Dates of changes to the share | 31 October 2008

register
Number *Class
8  Number and *class of all *securities 301,466,445 | MBP
quoted on ASX (inciuding the
securities in clause 2 if applicable)
Number *Class
9  Number and *class of all *securities 50,344 | MBPAA
not quoted on ASX (including the 94,620 | MBPAB
securities in clause 2 if applicable) 179,900 | MBPAQ
183,333 | MBPAU

10 Dividend policy (in the case of a | Not applicable
trust, distribution policy) on the
increased capital (interests)

+ See chapter 19 for defined terms.
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11

12

13

14

16

18

19

20

21

22

23

24

Is security holder approval
required?

Is the issue renounceable or non-
renounceable?

Ratio in which the *securities will
be offered

*+Class of *securities to which the
offer relates

tRecord date to  determine
entitlements

Will holdings on different registers
{or subregisters) be aggregated for
calculating entitlements?

Policy for deciding entitlements in
relation to fractions

Names of countries in which the
entity has *security holders who
will not be sent new issue
documents

Naote: Security holders mwust be told how their
entitlements are lo be dealt with,

Cross reference: rule 7.7,

Closing date for receipt of
acceptances or renunciations

Names of any underwriters

Amount of any underwriting fee or
commission

Names of any brokers to the issue

Fee or commission payable to the
broker to the issue

Amount of any handling fee payable
to brokers who lodge acceptances
or renunciations on behalf of
*security holders

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

+ See chapter 19 for defined terms.
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25

26

27

28

29

30

31

32

33

If the issue is contingent on
*security holders’ approval, the date
of the meeting

Date entitlement and acceptance
form and prospectus or Product
Disclosure Statement will be sent to
persons entitied

If the entity has issued options, and
the terms entitle option holders to
participate on exercise, the date on
which notices will be sent to option
holders

Date rights trading will begin (if
applicable)

Date rights trading will end (if
applicable)

How do *security holders sell their
entitlements jn  full through a
broker?

How do *security holders sell part
of their entitlements through a
broker and accept for the balance?

How do *security holders dispose of
their entitlements (except by sale
through a broker)?

*Despatch date

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

+ See chapter 19 for defined terms.
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You need only complete this section if you are applying for quotation of securities

34 Type of securities
(tick one)

(@)
v

()

The Ordinary Shares described in Part |

All other securities

Example: restricted securitics at the end of the escrowed period, partly paid securities that become fully paid, employee
incentive share securities when restriction ends, securitics issued on expiry or conversion of convertible securitics

Entities that have ticked box 34(a)

Additional securities forming a new class of securities
Tick to indicate you are providing the information or

documents

35

36

37

If the *securities are “equity securities, the names of the 20 largest holders of the
additional *securities, and the number and percentage of additional *securities held by
those holders

If the *securities are *equity securities, a distribution schedule of the additional
*securities setting out the number of holders in the categories

1-1,000

1,001 - 5,000

5,001 - 10,000

10,001 - 100,000

100,001 and over

A copy of any trust deed for the additional *securities

+ See chapter 19 for defined terms.
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38

39

40

41

42

Number of securities for which
*quotation is sought

Class of ‘*securities for which
quotation is sought

Do the *securities rank equally in all

respects from the date of allotment

with an existing *class of quoted

*securities?

If the additional securities do not

rank equally, please state;

¢ the date from which they do

s the extent to which they
participate for the next dividend,
(in the case of a trust,
distribution) or interest payment

e the extent to which they do not
rank equaily, other than in
relation to the next dividend,
distribution or interest payment

Reason for request for quotation
now:

Example: In the case of restricted securitics, end of
restriction period

(if issued upon conversion of
another security, clearly identify that
other security)

Number and “*class of all *securities
quoted on ASX (including the
securities in clause 38)

Number

*Class

+ See chapter 19 for defined terms.
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Quotation agreement

*Quotation of our additional *securities is in ASX’s absolute discretion. ASX may
quote the *securities on any conditions it decides.

2 We warrant the following to ASX.

. The issue of the *securities to be quoted complies with the law and is not
for an illegal purpose.

. There is no reason why those *securities should not be granted *quotation.

. An offer of the “securities for sale within 12 months after their issue will
not require disclosure under section 707(3) or section 1012C(6) of the
Corporations Act.

Note: An entity may need to obtain appropriate warranties from subscribers for the securities in order to be able to give
this warranty

. Section 724 or section 1016E of the Corporations Act does not apply to any
applications received by us in relation to any *securities to be quoted and
that no-one has any right to return any *securities to be quoted under
sections 737, 738 or 1016F of the Corporations Act at the time that we
request that the *securities be quoted.

. If we are a trust, we warrant that no person has the right to return the
*securities to be quoted under section 1019B of the Corporations Act at the
time that we request that the *securities be quoted.

3 We will indemnify ASX to the fullest extent permitted by law in respect of any
claim, action or expense arising from or connected with any breach of the
warranties in this agreement.

4 We give ASX the information and documents required by this form. If any
information or document not available now, will give it to ASX before *quotation
of the *securities begins. We acknowledge that ASX is relying on the information
and documents. We warrant that they are (will be) true and complete.

Base
Sign here: Date: 31 October, 2008
(Company secretary)
Print name: BELINDA SHAVE

I
i
I
f

END

+ See chapter 19 for defined terms.
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