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Directors’ Report

Your ditectors present their report on Glaconda Limited {Giaconda) for the financial year ended
30 June 20085,

Directors

The names of the directors of Giaconda in office at any time during the year and 1 the date of the
report are:

Thornas Borody Dirsctor

David lLance Director (Died Aprit 14, 2005)

Chrigtopher Bilkey Birector -

Richard Woods - Direclor (Appoinied 30 September 2004}

Patrick Mcl.gan Chief Executive Officer  (Appointed 16 November 2004)
Trevor Moore Director {Appointed 14 Decamber 2004)

Tony Moon Director (Appointed 14 December 2004)

Directors have bean in office since the start of the financial year fo the date of this report unless
otherwise stated. '

Principal Activities .

Giacondz_iﬂmas_ estabiisﬁed o commerciaﬁse a range of clinically prove'n, well-patented therapies
which address significant unmet néeds of the global digestive diseases market. These therapies
have been developed and patented by Prof. Thomas Borady at his Centre for Digestive Diseases

in NSW and will be licensed fo ‘pharmaceutical companies in the key markets of the USA, EU
and Australia. ' '

Operating Results
The consolidated foss of the company for the financial year after providing for Income tax

-amoun_{ed.toﬁ_gos',%?. L

Dividends Paid

No dividends were paid during the year. No recommendation for payment of dividends has been’ 5'

Review of Operations

During the fir}'anc_iél\__' year, the principal activities of Glaconda mainly }nvoh’le_d the set-up of
Giaconda including retaining of directors, employment of staff, capital raising, set up of premises, .
marketing of Glaconda’s products fo the global market and preparation for an initial public .
offering. - = T - o

On the br_édud de\éétdpn.{ént._.sfide, evaluation of four manufacturing companies has commenced
reviewing their mangfacturing capacity, the suitability of their facilities for regulatory approvals in
the key markets and their cost efficiencies. ' L

" Regulatory fie preparation has begun on two of Giaconda’s first iherapies — Myoconda for the
freatment of severe Crohn's Disease and Hepaconda for the treatment of chronic Hepatitis C

virus, Manufacturing and approval fimelines are in the process of finafisation for Australia, the US
and the EU. if accomplished, these activities will lead 1o revenue generation and profitability.



Marketing of Products

During the reporting period, & company and product presentation was made fo 24 individual
pharmaceutical companies covering a total of 22 countries in our key markets. interest was
expressed in one or more of the Giaconda products by alt but two of these companies. As

devsiopment progresses, these companies will be screened for the best available pariner for the
Giaconda products in a selected territory.

Capital Raising

Giaconda raised $1,750,000 from 31 shareholders through the issue of 5,000,000 ordinary fully
paid shares. These funds are being used to run the company and develop the products until the
0. '

Transfer of intellectual Properiy
The foliowing items of intefiectual property were assigned by Frof. Thomas Rorody fo Giaconda:
- Myoconda, & triple antibiofic therapy patent to treat severe Crohn's Disease where
standard therapy has not been effective.
. Hepagonda HCV, a dual therapy patent fo treat Hepatitie C virus, especially genotyps
one, where standard therapy has not been effective.
. Heliconda, a triple therapy patent to treat Heficobacter pylori infection where standard
therapy has failed. Also covers NASH, PBC, PSC and Hypertipidaemia,
. Ibaconda, a dual therapy patent io treat constipation predominant Irritable Bowsl
Syndrome where other therapies have falied.
- . Picoconda, a bowel preparation designed fo reduce the poor taste of present bowe!
preparation products and provide a clear view of the bowel mucosa during colenoscapy.

These will form the basis of the initial development and ficensing activities of the company.
Additional inteliectual property will be available from Prof. Thomas Borody when these products
are commercialised. '

Employment of Personnel

Giaconda employed four individuals; the Chief Executive Officer (Patrick Mclean), the Chief
Operating Officer {Rosa Surace), the Chisf Medical Officer (Prof. Thomas Borody) and an
Executive Assistant (Rache! Blakey).

Significant Changes in State of Affairs

A meeling of the members was held to pass a resolution to change Giaconda fo & pubiic
company, adopt a new constitution compliant with the listing rules and make the associated name
change.

information on Directors and Secretary

David Lance passed away in April of this year. The board of Giaconda would like to note the
considerable contribution that David made o Glaconda and sign ficant service he provided,



Background

T.J. Borody

Director and
Chief Medical
Officer

Prof. Thomas Borody, M BBS, MD, PhD, FRACP, FACG, FACP, holds a
doctorate in medicine from the University of New South Wales and is the
founder and current Medical Director of the Centre for Digestive Diseases .

He has been a recipient of the Winthrop Traveling Feliowship, the Nedl
Hamilton Fairly Felowship and the Marshall & Warren Prize, and wes a
Ciinical Fellow in Oastrosnterclogy at the Mayo Clinic in Rochester,
Minnesota. He is a member of the Australian Medical Association, the
Gastroenterciogical Soclely of Australia, the Europsan Gasitoenierciogy
Society, the Functional Brain-Gui Research Group and Fellow of the
American Coliege of Gastroenterclogy and the American College of
Physicians. :

Prof. Borody supervises a number of major research programs &s well as
being involved as a reviewer for the American Journal of Gastroenterciogy,
Digestive Diseases and Sciences, Endescopy, Journal of Gastroenterology
and Hepatology, Medical Journal of Australia and Digestive and Liver
Diseases. He has published in excass of 120 scientific papers. In 2004 he
was appoinied an Adjunct Professor of the Faculty of Science at the
University of Technology, Sydney and in July 2008, Prof. Borody was
awarded his PhD from the Universily of Newcastie,

Prof. Thomas Borody is not presently a member of any hoard committee.

DM Lance

David Lance, OAM, BEg (Syd), Unic honoris causa (LTS}, David Lance was
an economist with over 40 years experience in stock broking, edugation and
corporate finance. He was the founder of Technology Transactions Limited
and managed a specialist corporate advisory firm in the technology sector. He
was an Execulive with Ford Australia and Managing Pariner of a stotk
broking firm. He held a number of public company board positions. David was
Foundation Deputy Chancelior of The University of Technology, Sydney, and
the Chairman of insearch Lid, the University's commercial company. David
was awarded 3 medal in the Order of Ausiralia for his services to education
and the commercialisation of Australian lechnoiogy. He was granted the
degree of Doctor of the University (honoris causa), and was an Adiunct
Professor at the University of Technology, Sydney. David passed away on 14
April 2008,

David was a member of the remuneration and nomination commiites,

C.R. Bikey
Chairman

Chirie Bilkey, Dip Biochem, holds a Diploma of Biochemistry from the Bendigo
Institute of Technology and was until recently Vice President of Pharmacia for
the Asia Pacific region and has been in the pharmaceutical industry for over
24 years with experience in & broad range of sales and marketing,
operational, and corporate strategic roles. He was previcusly Sales and
Marketing Director of Pharmacia, responsible for business development
opportunities as well as sales and marketing planning and the operation's
strategic plans. Chris led the merging of Pharmacia and Upjohn Companies in
Austratia after which he was then sppointed the Ausiralasian President of

‘Pharmacia and Upjohn, Chris parficipated in the Execulive Group  for

Pharmacia's Asia Pacific region. Chris is presently Managing Director of
Bellwether Pharma.

Chris s the chairman of the nomination committee and a member of e
remuneration commitiee.

i




Background

RAW. Woods

Direcior

Richard Woods. BCom, LLB (UNSW), GMQ (AGSM} is the principal of Wade
investment group which manages a wide range of investments primarily
related io human health cere. After completing a Bachetor of Law and a
Bachelor of Commerce at the University of New South Wales, Richard worked
for 4 years as a solicitor at Allen Allen & Hemsley, He progressed 1o
Associate Director at Bain & Company and then fo Dirsctor at County
Natwest. in 1882, Richard moved info the health care arena, becoming CFO
for W.E. Woods Pharmaceuticals untit 1887,

Richard is the chairman of the audit eommittee and a member of the
aomination and remuneration commitiee.

P.L. MclLean

Director and
CEQ

Batrick McLean, B.S. holds a Bachelor of Science degree in Chemistry from
the University of Minnesota, After 4 years in protein nutrition research, he
moved info sales and markefing and has spent the past 21 ysars in the
pharmaceutical industry. in 189¢ he joined Axcan Fharma, the largest
dedicated gasirointestinal company in the world, as Vice President, Sales and
Marketing for North America and ultimately became Senior Vice President for
European Commercial Operations where he bullt Axcan's Eurcpean business
in France, Germany, the UK and Poland. in addiion he established 2
ficensing and distribution netwaork with pharmaceutical companies across 18
countries including 3 in S.E. Asla. He is a past president and honorary lifetims
member of the Pharmaceufical Marketing Club of Québec and is fluently
bilingual in English and French.

Patrick is not presently a member of any hoard commitiee.
in the past three years, Patrick has been a Director of Axcan Pharma S.A.

A. R, Moon

Director

Tony Moon, PhD FAIP staried his academic career at Melbourne University
where he obtained his Bachelor of Science {Honours) and then his PhD. A
widely respected and extensively published Physicist, Tony has had 3
prestigious history at the University of Technology, Sydney where he has
heen Dean of Sclence and University Graduate school, as well as acting
Deputy Vice Chanceiior and acting Pro Vice Chancelior. Internationatly, Tony
has been Visiting Research Fellow at the University of Stockholm, Sweden;
Faculty Research Associate at Arizona State University, US and Research
seientist at the Fritz Haber Institute in Germany. Currendly, Tony is Professor
of Pnysics at UTS.

Tony is & member of the audit commities.

T. Moore

Direclor

Frevor Moore, MPS.PhC.JP, a registered pharmacisi, graduated from the
University of Sydney in 1861, Since that time, he has owned and operated
various retail pharmacies around Sytney. Trevor moved into Sales and
Marketing with Burroughs Wellcome in Sydney and then progressed on to
wacome Founder and Managing Director of Stephen Hunter Pty Lid {of
Chemist Own brand fame). In recent years, ‘Trevor has become a fuli-lime
fund-rmanager and investor.

Trevor is a the chairman of the remuneration committes and a member of he
nomination and audit commitiees.




Background

0.8, Fischi David Fischi, BCom , LLE (UNSW). David was admitied a8 a Soliclor in
January 2000. David is an Asscciate at Hicksons in Sydney and practices !
Commercial and Corporate Law. David became the secretary of Giaconda in
July 2004, David is currently completing a Graduate Diploma of Applied
Corporate Governance though Chartered Szorataries of Australia.

Company
Secretfary

_David is the secrefary of the remuneration, nomination and audif commitiess.

Corporate Governance

Each of the directors brings a skill set needed to support the management of the company in
starting up and runaing an effective and efficient organisation, These include significant
experience In managing larger pharmaceutical companies, in the raising and managerment of
outside funds, in the domain of medical science, in icensing pharmaceutical therapies, in
providing legal expertise relative 0 executing agreements with suppliers and pubiic company
governance and in establishing academic relationships that foster scientific development.

The Directors of Glaconda support and adhere to the principles of corporate governance,
recognising the need for the highest standard of corporate behaviour and accountabiiity. A review
of the company’s corporate governance practice requirements was undertaken during the year.
As a result of this review, additional new practices were and are to be established.

None of the Directors, except Patrick Mclaan have held directorships in other listed entities in the
last three years. '

Meetings of Directors

The nu'mber of meetings of Giaconda’'s board of directors held during the period ended 30 June
2004, and the number attended by directors and the secrelary were!

Name Directors’ Meetings Committee Meetings
Number of Number Number of Number attendad
mestings held Attended meetings held
during pericd of during period of
office office

Chris Bilkey 12 N 3 3
Thomas Borody 12 12 1] 0
fravid Lance ' g g 3 3
Richard Weods g 3] 8 g
Fatrick Mclean 8 8 1 1
Tony Moon 7 8 3 3
Trevor Moore 7 7 7 7
Dravid Fischi 12 12 B 5
Options

Af the date of this report, options over unissued shares of interests of the comparny are ag
detalled in the table. The options carry no rights o vote or for dividends,



Grantes Qptions Options Exercise Expiry Date Conditions
Granted Vested Price orn Vesting

Patrick 1,200,660 500,000 $0.50 3 May 2010 Yes
Mcl.ean
Rosa Surace | 750,000 350,000 $0.50 11 May 2018 | Yes
James Hare 200,000 50,000 $0.50 5 years after | Yes

listing
Mark Allen 200,000 0 $0.50 5 years after | Yes

ligting

Environmaental lssues

The company’s oberations are not regulated by any significant environmental regulation under a
iaw of the Commonwealth, state or Territory of Australia.

Indemnities

During the financial year; Giaconda paid a premium in respact of a contract insuring the directors
of Glaconda, the secretary and ali officers of Giaconda, against any lability incuried by sUch a
director, secretary or officer to the extent permitted by the Corporations Act 2001,

Glaconda has not otherwise, during or since the end of the financial year, indemnified or agreed
to indemnify an officer or auditor of Giaconda against any liability incurred by such an officer or
- auditor. : : o o
Aftor Balance Date Events | -
The Company ended a mandate it had with eG Capital for its IPO orocass on July 15, 2005 and
agreed with Findiay & Co that they underwrite the offer. S '
Pr:'o'ceedihgé'dn Be.ha:l'f of thé Com_paﬁy
No. ;iférsb':{i"_'f'zz.fafs:"afi'pfi'e:& for Ié_a;éé' of court to bring proceedings on behalf of the company or
intervene in any proceedinigs to which the company Is 8 party for the purpose of taking

responsibility on behalf of the company for all or any part of those proceedings.
The company was not a party fis] a_ny- s_uc:ﬁ proceedings during the year.

This report i§ made in accordance with a resojution of the Board of Di rectors. .
' Patrick L. McLean o

Director and Chief Executive Officer

Dated: 28 July 2005

Wi




BYR Walker Wayland
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AUDITOR’S INDEPENDENCE DECLARATION UNDER SECTION 307C OF THE CORPORATIONS ACT 2001
TO THE DIRECTORS OF GIACONDA PTY LIMITED

We deciare that, to the best of our knowledge and belfief, during the year ended 30 June 2005 there have been:

)] a0 contraventions of the auditor's independence requirements as set out in the Corporafions Act 2001 In relation to the
audit/review; and

iy no contraventions of any applicable code of professional conduct in relation to the audit/review.

RIA N thac i locd Tevles

BKR Walker Wayiand TF Fyler
(NSW PARTNERSHIP) Partner
Chartered Accountants

Dated 28" day of July 2005

Fartiers: A5 Fogey, HO Thomas, 85 Woods, 52 Armold, TF Tyler

Consuitants: JF Walker, PR Gresrwoog, TR Little, P Longhurs:

Inclenendant mamber of SR ntarnational and the BER Walke: Waylanid National Assoriation ing
1




~ Giaconda Limited
A.B.N. 88 108 088 517

STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2006

Note

Revenues from ordinary activities 2
Adrnistration expense

Borrowing costs expense

Depreciation and amortisation

L.egal expenses

Operational expenses

Renl

Travel

Other expenses

Loss from ordinary activities before Income tax expense

Income tax expense re!aﬁng to ordinary éciivities 4

Loss from ordinary aciivities afier income tax expense
atiributable to members of the Company

Totat changes in equity other than those resulting from
fransactions with OWNars as owners 17

Basié garmings per share
(cents per share} 8

Dituted eamings per share _
{cents per share) 8

2005 2004
$ $
85,401 113
(30,811) (5971
{2,193) {1,264)
{4,710 .
{338,718) .
(346,868) .
{30,824 .
(93,841} .
(123,625)
{605,987) (7,122}
{506,987) (7.122)
{905,987} (7,122
(.7
(1.7

The accompanying notes form part of these financial statemsnts.




- Giaconda Limited
A.B.N. 68 108 088 517

STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2005

CURRENT ASBETS

(Cash assets

Receivables

Other

TOTAL CURRENT ASSETS
NON-CURRENT ASSETS
Pfoperiy, plant and eguipment
Intangibie assels

TOTAL NON-CURRENT ASSETS
TOTAL ASSETS |

CURRENT LIABILITIES
Payables

interest bearing iabilifies
Provisions

Other

TOTAL CURRENT LIABILITIES
NON-CURRENT LIABILITIES
Inferest bearing Rabilities
TOTAL NON-CURRENT LiABiL!“}‘!ES
TOTAL LIABILITIES

NET ASSETS (LIABILITIES)
EQUITY

Contributed equity
Accumulated fosses

TOTAL EQUITY (DEFICIENCY)

Note

10
11

12
13
14
15

13

!
17

2005 2004
$ %
343,936 89,660
31,398 6,000
361,424 60,000
736,756 155,660
38,086 ;
423,095 -
461,181 -
1,197,917 155,660
148,834 3,130
3,160 142,151
14,478 .
. 17,500
166,472 162,781
10,653 -
10,653 . -
177,125 162,781
1,020,792 (7,121}
1933001 R
(913,109) (7.422)
1,020,792 7,121

The aceomparnying notes form part of these financial statements.




Giaconda Limited

A.B.H. 88 108 088 517

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2005

Note 2005 2004
$ &
CASH FLOW FROM OPERATING ACTIVITIES
Receipts from operations 17,485 -
Payments to suppliers and employaes {1,130,345) (©8,841)
Interest received 47 046 113
Borrowing costs ' (&,189) (1,2643
Net cash used in operating activities 21b {1,087,137) (69,892)
CASH FLOW FROM INVESTING ACTIVITIES
Payment for property, plant and equipment {27,131) -
Payments for intellectual property ) {23,005} -
Net cash used in investing achivities {(80,226) -
CASH FLOW FROM F’iNANCiNG ACTN%’Z’?ES
Proceeds from issue of shares o shares to be issued 1,516,401 17,501
Procesads from borrowings - 142,181
Repayment of borrowings (144,762 .
Net cash provided by financing activities 1,397,838 159,652
" Net increase in cash heid 254,278 89,660
Cash at beginning of year §9,680 -
Cash at end of year 21a 343,836 89,660

The accompanying notes form part of these financial statements.




Giaconda Limited
A.B.N.68 108 088 §17

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

NOTE 4: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The financial report is a general purpose financial report that has been prepared In accordance with
Australian Accounting Standards, Urgent lssues Group Consensus Views and other authoritative
proncuncements of the Australian Accounting Standards Board, The financial report is for the entily
Giaconda Limited as an individual entity. Glaconda Limited is a company fimitad by shares, incorporated
and domiciled in Australia.

The financial report has been prepared on an accruals basis and is pased on historical costs and does not
take into account changing money values or, except where stated, current valuations of non-current
assets. Costis based on the fair values of the consideration given in sxchange for assels, i

The following is a summary of the material accounting policies adopted by the Company in fhe preparation
of the financial report. The accounting polices have been consistently applied, uniess otherwise stated.

a Ongoing Viability of the Company
The Company is at a stage of its development where the cash flows generated from its operations
do not yet cover the operating costs that are incurred. The directors have reviewed the Company's
financial position and its abiiity to confinue sperations and are of the opinion that, based on the
Company's proposed capital raising activities, the Company remains a viable operation.
Any inabilty fo obtain these addifional cash fiows may have a material adverse effect on the
Company's ability to continue as a going concern.

b, - [Ingomé Tax

The Company adopts the liability mathed of tax-effect accounting whereby the income tax expense
is based on the profit from ordinary activities adjusted for any permanernt differances.

Timing differences, which arise due to the different accounting periods in which items of revenue
and expense are Included in the determination of accounting profit and taxable Incomie, are brought
fo account @s either a provision for deferred income tax or as a future income tax benefit at the rate
of income tax applicabls to the period in which he benéfit will be received or the Hability will
hecome payable,

Future income tax benefits are riot brought to accounit unless realisation of the asset is assured
beyond any reascnable doubt, Future income tax benefits in refation io tax logses are not brought
to account uniess there is virtual certainty of realisation of the benefit.

“The amount of benafits brought to account or which may be realised in the future is based on the
assumption that no adverse change will cceur in income tax legislation and the anticipation that the
Company will derive suficient future assessable income and comply with the conditions of
deductibifity imposed by the law.

e Property, Plant and Equipment

Each class of propsrly, plant and equipment is carried at cost or fair value less, where applicable,
any accumUiated depreciation,

Property

Ereehold fand and buildings are measured on the fair value basis, being the amount for which an
asset could be exchanged between knowledgeable willing parties in an arm's iengthltransaction‘ it
is the poficy of the economic entity o have an independent valuation every three years, with annual
appraisals being made by the directors.

“The revaluation of freehold Jand and buildings has not taken account of the potential capital gains
tax on assets acquired after the introduction of capital gains tax.

Thess notes form part of the financial statements




Giaconda Limited
A.B.N. 68 108 088 517

NOTES TO THE EINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

C.

Property, Plant and Equipment
Plant and equipment
Plant and equipment are measured on the cost basis.

The camying amount of plant and equipment is reviewed arnually by directors to ensure itis not n
excess of the recoverabie amount from those assets. The recoverable amount is assessed on the
basis of the expected net cash flows which will be received from the assets employment and
subsequent disposal, The expected net cash flows have not been discounted to present values in
determining the recoverable amount.

Depreciation

The depreciable amount of all fixed assets including buildings and capitalised leased assets, but
exciuding freehold land, is depreciated on a staight fine basis over its usefd life 1o the Company
commencing from the time the asset is held ready for use. Properties held for investment purposes
are not subject io a depreciation charge. Leasehold improvements are depreciated over the shorter
of aither the unexpired perod of the lease or the estimated useful lives of the Enprovements.

The depraciation rates used for each class of depreciable asset are:

Class of Fixed Asset Depreciation Rate
QOffice fumiture & eﬁuipmeni 20% to 26%
Computer eqﬁipmam 25%

Apartment furniiturs 20% to 25%

intangibles | S
Patents, trademarks and intellectual property assigned are valued in the accounts at costof.
acquisition and are amortised over the period in which their benefits are expected to be realised.
The purchase price of infellectual property assigned was valued with reference to research and
development costs incurred by the previous Owner,

Employee Benefits _ : _ _ .

Provision is made for the Company's liabifity for employee bensfits arising from services rendered
by employees t0 balance date. Employee bonefits expecied to be settled within one year together
with benefits arising fom wages and salaries, annual leave and sick leave which will be setfled
afier one year, have been measuréd at the amounts expected to be paid when the liability is settled
plus refated on-costs. Other employee henefits payable later than one year have been measured at
the present value of the estimated future cash outflows to be made for those benefits.

Contributions are made by the Company {o an employse superannuation fund and are chargad as.
axpenses when incurred. :
Cash

For the purposes of the Statement of Cash Flows, cash includes cash on hand and in at call
deposits with banks or financial institidions, investments in money matket instruments maturing
within less than two months, net of bank overdrafts.

These notes form part of the financial statements




Giaconda Limited
A.B.N. 68 108 088 517

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES
g. impact of Adoption of Australian Equivalents to international Financial Reporting Standards

The directors of the Company are preparing and managing the transition 1o Australian equivalents
to Intemational Financial Reporting Standards (AIFRS) effective for fnancial reporting periods
sommencing from 1 January 2005. The adoption of AIFRS will be reflected in the Company's
financial statements for the year ending 30 June 2006. On first time adoption of AIFRS,
comparatives for the financial year ended 30 June 2005 are required to be restated. The majority of
the AIFRS transitional adjustments will be made retrospectively against retained gamings at 1 July
2005

The directors have assessed the significance of the expected changes and are preparing for thelr
implementation. The directors are of the opinion that the key material differences in the Company’s
accounting policies on conversion to AIFRS and the financial effect of these differences where
wnown are as follows. Users of the financial statements should, however, note that e amounis

 disclosed could change if there are any amendments to the current AlFRS by standard-selters, of
interpretation of the AIFRS requirements changes due to the condinuing transition work of the
directors,

— impairment of assels

Under AASHE 136: impairment of Assels, the recoverable amount of an asset is determined
as the higher.of fair value less costs to sell and value In uss. In determining value in use,
projected future cash flows are discounted using & risk adjusted pre-tax discount rate and
impairment is assessed for the individuat asset or at the ‘cash generating unit ievel. A ‘cash
generating unit' is determined as the smallest group of assets that generates cash flows that
is largely independent of the cash inflows from other assets or groups of assets. The curent
policy is to determine the recoverable amount of an asset on the basis of undiscounted net
cash flows that will be received from the asset's use and subsequent disposal. i is likely that
this change in accounting policy witt lead to impairment of assels being recognised more
oiten.

The Company has reassessed its impairment testing policy and tested all assels for
irmpairment as at 1 July 2008, The impact of the change is estimated to be $nil.
—~  Share-based payments '

Under AASE 2; Share-based Payments, the Company is required to recognise share-based -
payment transactions in its finandial stafements, including transactions with amployess or
other pariies to be settied in cash, other assets, of equity instruments of the Company. The
standard requires the fair vaiue of equity instruments granted o be based on the price that
would be paid in an arm's length transaction between knowledgeable, willing parties. This
change in accounting policy will result in transactions using a share-based payment wil be
recogrised in the financial statements by the Company for the first time. :

The Company has assessed the yransactions ertered info with share-based payments_ ag at
1+ July 2005. The impagct of the change is estimated to be an increase in the operating loss of
$177,700 and the recogrition of an options reserve of $177,700. '

— income fax

The Company currently. adopts the lability method of fax-effect accounting whereby the
income fax expense is based on the accounting profii adjusted for any permanent
differences. Timing differences are currenfly brought fo account as either a provision for
deferred income tax, or future income fax benefit. Under AASBE 112 income Taxes, the
entity wilt be required to adopt a balance sheet approach, under which ternporary
differances are identified for each asset and Habifity, rather than the effect of fiming and
permanent differences batween taxable income and accounting profit.

Thase notes form part of the fnancial statements




Giaconda Limited

A.B.N. 68 108 088 §17

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES
g. Impact of Adoption of Australian Equivalents to International Financial Reporting Standards
e intangibles

Under AASE 138 Intangible Assets, costs associated with research are required fo be
expensed in the period in which they are incurred, and that only development costs that
satisfy the required criteria can be capitalised.

Costs associated with acquired patents and trademarks are reguired 1o be tested for
impairment in accordance with AASB 138, This will result in a change in the current
accounting policy, which amoriises acquired patents and trademarks over the period in
which their benefits are expecied to be realised.

On transifion, there is no financlal effect on the financial statements, as no research costs
were capitalised at 1 July 2004 or 30 June 2005 and acquired patents and trademarks had
not been amortised at 3¢ June 2005,

Note 2005 2004
NOTE 2: REVENUE $ $
Operafing activities
o grants received 17,455 -
- Interest received 47,946 113
Total Revenue 85 401 113
Interest from financial institutions 47 548 113

NOTE 3: LOSS FROM ORDINARY ACTIVITIES
Loss from ordinary activities before income tax expense has been determined

after:

Expenses

Borrowing costs 2,193 1,284
Depreciation of property, plant and equipment 2,669 -
Amortisation of leased plant and equipment 2,041 -
Remuneration of auditor

—  auditor review . 6,000

— other services 3,420 -

Thase notes form part of the financial stalemants




Giaconda Limited
AB.N. 68 108 088 517

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2008

2005 2004
NOTE 4: INCOME TAX EXPENSE 3 $
The prima facie tax payable on loss from ordinary achivities is reconciled to the
income tax expense as follows:
Prima facie tax payable on loss from ordinary activities belore income tax at
30% (2004: 30%) _ {271,756} (2,137
Incorme tax losses carried forward not recognised as a benefit 271,798 2,137

Income tax expense - -

NOTE 5: REMUNERATION AND RETIREMENT BENEFITS
a. Remuneration of Directors
Remuneration received or receivable by all directors of the Company:

e from the Company or any related parly in connaction with the
management of the Company . -

e from the Company in connection with the management of a
related party -

The names of directors who have held office during the financial year:
Mr David Harry Lance (deceased 14/04/05)
B Thomas Julius Borody
Mr Christopher Robert Bilkey
Mr Richard Andrew Wade Woods (appointed 30/08/04)
Mr Patrick Laughiin Mcl.ean {appointed 16/11/04)
M Trevor Moore {appointed 14/12/04)
Mr Anthony Ronald Moon {appointed 14412/04)
b. Retirement Benefits

Amounts paid to 2 suparannuation pian for the provision of retirement
benefits by:

— the Company or any related party for directors of the company - -

e the Company for directors of any relatad party - -

. Shareholdings
Number of Shares Held by Directors or their Retated Patiies

Balance  Receivedas Options  NeiChange  Balance
172004 Remuneration Exercised Other* 30.8.2005

Parent Entity Directors

Or T J Borody 1 - - 49,308,809 48400000
MrC R Bilkey - - - 2000000 2,000000
Mr R Woods - - - £80,000 580,000
Total 1 - - 51,979,098 51980000

* Net Change Other refers to shares purchased or soid during the financial year.

These notes form part of the financial staterments
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AB.N. 88 108 088 517

NOTES TO THE FINANGIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

2005
NOTE 8: EARNINGS PER SHARE $
a. Reconci!iétion of Earnings to Net Loss
Net Loss ' {905,987}
Adjustmenis "
Earnings used in the calculation of EPS . {905,887)
Adiustments -
Farnings used in the calculation of dilutive €P.S {305,887}
b, Welighted average number of ordinary shares outstanding during the
year used in calcuiation of basic EPS R2,260,274
Weighted average number of oplions outstanding ' : 202,803
Weighted averagje number of ordinary shares culstanding during the
year used in caloutation of dilutive EPS 52,552,877
c.  Classification of Securities
The foliowing securifies have been classified as potential ardinary
shares and are inciuded in determination of dilutive EPS:
s opiions cutstanding-
2005 2004
NOTE 7: CASH ABBETS $ ¥
Cash on hand 2 100
Cash at bark 343009 72088
Cash held in trust o5 | 17,500
343,836 889,860
NOTE 8: RECEIVABLES
Trade and other deblors 31,308 6,000
NOTE & OTHER ASSETS |
361,424 60,000

Prepayments

These notes forn pad of the financial statements
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

NOTE 10 PROPERTY, PLANT AND EQUIPMENT
Office fumiture af cost

t.ess accumulated depreciation

Computer squipment at cost

Less accumulated depraciation

Office equipment at cost
Less accumulated depreciation

Apartment fumiture af cost
Less acoumuiated depreciation

{ sased assets at cost

Less scoumulated amortisation

Total property, plant and equipment

Movements in Carrying Amounts

Movemaents in the carrying amaunts for each class of properly, plant and equment between the

beginning and the end of the current fancial year
Office Computer Office

Apartrment

2005
$

8,812
(896)

2004
§

7.916

3,380
{376}

3014

7,823
{833)

6,880

7,106
(564)

6,542

15,845
{2,041)

13,604

| 38,066

{ sased

These notes form part of the financlal stalements

Fumiture  Equipment Equipment  Fumniture Assats Totai
Balance at the i } i ) .
) beginning of year ]
Additions 8,812 3,390 7823 7,108 15,645 42778
Disposals - - - . - -
Depreciation expense @es)  (376) (833 (564) {2,041} (4,710)
Carrying amount gt the 7616 3014 5,090 5.542 13,604 38,068
end of yesr - _ .
. _ o 2005 2004
NOTE 11: INTANGIBLE ASSETS $ $
Paients trademarks and inteflectual pmper{y asszgned at cost 423,005 -
[ ess accumulated amortisation - -
423,085 -
NOTE 12: PAYABLES
Trade creditors and accruals 148,834 3,130

11



Giaconda Limited
A.B.N. 68 108 088 517

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

2005 2004
NOTE 13: INTEREST BEARING LIABILITIES Note $ ¥
CURRENT
Unsecured loan from director - 142,151
Lease liability 22a 3,180 -

3,160 142,151

NON CURRENT
Lease liabitity 228 10,883 -

NOTE 14: PROVISIONS

Employee berefits t4a 14,478 -
a. Aggregate employee entitlement fiability 14,478 -
b. Number of employees at year end 3 -

Employes Share Option Arrangement

H On 4 May 2005, 1,260,000 share options wers granted to the Chief Executive Officer under the
Giaconda Limited Employeé Share Option Scheme to take up ordinary shares at an exercise price
of $0.50 each. The options are exercisable as follows;

Tranche Number of Options Exercige Date
1 500,000 immediately. o
2 250,000 ot before date which Giaconda is quoted on the ASX.
3 250,000 Nei before 1 July 2008, ’ .
4 250,000 " INot before 1 July 2007.

The options hold n6 voting or dividend rights and are not transferable. The options expire § years
from the date of grant. ; :

' {in On 18 May 2005, 750,000 share oplions were grartted to the Chief Operations Officar undgr ihe‘
Giaconda Limited Employee Share Option Scheme to take up ordinary shares at an exercise price
of $0.50 each, The opfions are exercisable as follows;

Tranche | Number of Options : Exercise Date
1 ' 350,000 Immediately.
2 135,000 Mot before 1 July 2005,
3 : 135,000 - Not before 1 July 2008,
4 130,000 : Not before 1 July 20067,

The options hold no voting or dividend rights and are not transferable. The options expire b years
from the dade of grant.

As af 30 June 2005 there is no known market for ordinary shares of Giaconda Limited and as such the
market value of an ordinary share is not able to be quoted.

These notes form part of the financial staternents
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Giaconda Limited
AB.N. 68108 088 517

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2008

2005 2004
NOTE 14 PROVISIONS Note 3 $
Movement in the number of share options held by employees are as follows:
Opening balance - -
Granted during the year ' 2,000,000 -
Fxercised dwing the year - -
tapsed during the year - -
Clasing balance 2,000,000 -
NOTE 15 OTHER LIABILITIES
Funds held in trust - 17,500
NOTE 16: CONTRIBUTED EQUITY
0,000,001 (2004: 1) fully paid ordinary shares 16a 1,933,801 1
{a} Fully paid ordinary shares
Ordinary shares participate in dividends and ihe procesds on
winding up of the Company in proportion to the number of shares
held
At shareholders meetings sach ordinary share is entitled to one
vote when apoll is calied, otherwise each shareholder has one
vote on a show of hands
At the beginning of the reporting period 1 -
Shares issued during the reporting period 2,150,000 1
Transactions costs relating fo share issues (216,100} -
1,933,801 1
No. No.
At the beginning of the reporting petiod 4 -
Share issues during e period
. issue of shares at an issug price of $1.00 each - 1
- issue of shares at an lssue price of 0,7272 cents each 54,080,099 -
- issue of shares at an issus price of $0.35 each _ 5,000,800 -
At the end of the reporting period 60,000,000 3
{b) Options
] For information relating to the Giaconda Limited share option plan, including details of options

issued, exercised and lapsed during the financial year and the oplions outstanding at year-end,
refer i Note 14,

£} On 23 June 2005, 400,000 options were granted to two individuals involved in the 1PO process, {0
take up ordinary shares at an exercise price of $0.50. The axercise date for the options is not
before the date which Giaconda is quoted on the ASX and are subject 1o vesting conditions. The
opfions hold ne voting or dividend rights and are not transferable. The options expire b years from

the date of grant.
As at 30 June 2005, there were 2,400,000 unissued ordinary shares for which options were cuistanding.

These notes form part of the financial statements
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Giaconda Limited

AB.N. 88 108 088 517

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2008

2005 2004
NOTE 17: ACCUMULATED LOSSES $ %
Accumulated losses at the beginning of the financial year (7,122} -
t oBs alfributable to members of the Company {005,887 {7,122}
Accumuiated losses at the end of the financial year {913,108) (7122}

NOTE 18: EVENTS SUBSEQUENT TO REPORTING DATE

The diractors are proseeding with the preparation of an initial Public Offer document which is expected to
lead io a listing on the Austrafian Stock Exchange ("ASX") in the near future.

Other than the above, to the directors’ knowledge, no evenis have occwred subsaguent to reporting date
which have or are likely to have a material effect on the operations of the Company.

2005 2004
NOTE 19: RELATED PARTY TRANSACTIONS $ $
Transactione between related parties are on normal commercial
terms and condifions no more favourable than those available to
other parties unless otherwise stated,
Transactions with related parties:
Director reiated entities
Management fees paid to Ricdal Consultants Limited 413,100 66,000
Cengutting fees paid to Humble Servant Consulting 89,584 -

Directors

Acquisition of Intellectual Property from Dr Thomas Borody, valued at
$400,000, and paid by way of issting 54,999,000 fully paid ordinary shares. 400,000 .

Short term unsecured loan advanced from Dr Thomas Borody outstanding at i 142 151
yaar end, with interest charged at the rate of 5.55% p.a !

interest paid or accrued on loan advanced from D Thomas Borody 2,193 1,264

NOTE 20: SEGMENT REPORTING

The principal activity of the Company was that of the development and commercialisation of medical
products. The Company operates mainly from Sydney, New South Wales, Australia.

2005 2004
NOTE 24; GASH FLOW INFORMATION $ $
a. Recongiliation of Cash
Cash at the end of the financial year as shown inthe Statement of
Cash Flows is reconciied to the retated items in the Staterment of
Financial Postion as follows:
Cash on hand 2 102
Cash at bank 343,028 72,058
Cash heild in trust 805 47,500
343,838 89,680

Thase notes form parf of the financial statements
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Giaconda Limited
AB.N. 68 108 088 517

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

2005 2004
NOTE 21: CASH FLOW INFORMATION R $
b, Raconciliation of Cash Flow from Operations with Loss from
Ordinary Activities afier Income Tax
t oss from ordinary activities after income tax {8056,987) (7.12%y
Non-cash Sows in profit from ordinary activities:
- Amariisation 2,041 -
. Depreciaiton 2568
— Lease charges 778 -
Changes In assets and Habilifies, net of the effec{s of purchase and
disposais of subsidiaries
- increase in receivables’ ' (25,396) (8,000)
- Increase in prapayments (301,424) (80,000
- increase in payables 145,704 3,130
— increase in provisions 14 478 .
Casgh flows from operations (1,087,137} (69,952}
z. Non-cash Financing and investing Activities
During the year the Company acquired an itam of office equipment with
an aggregate vaiue of $15,645 (2004: Nij) by means of a finance lease.
This acquisition is not reflected in the statement of gash flows.,
NOTE 22: CAPITAL AND LEASING COMMITMENTS
a, Einance l.ease Committnents Payable
e not iater than 1 year 4. 476 -
-— ater than 1 -yéar but not later than 5 yeérs 12,314 -
Mirdmum fease payments 16,780 -
Less future finance charges 2,977 -
Total Lease Liability 13,813 ;
b, Operating Lease.(_)ommitments
Non-cancellable operating leases contracted for but not
capitalised in the financial statements
Payabie
e not later than 1 year ' ' 28,860 ~
— later than 1 year but not tater than 5 yemrs 13,228 -
42 088 -

The leasa for the principal place of business is a non-cancellable jease with a one-year term, with
rent payable monthly in advance. An option exists to renew the ease at the and of the nitial termn

for an additional ferm of one year,

These notes form part of the financial staterments
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A.B.N. 68 108 088 517

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

NOTE 23; CONTINGENT LIABILITIES
Esimates of the potential financial effect of contingent

Hiabiitles that may become payabie:

Non-Executive Directors Fees

The non-executive directors of the Company are entitied

to a fee for thelr services. The non-executive directors

have agreed to defer payment of their director fees Lstil

after the Company completes its inifial Public Share
offaring. In the event that an Initial Public Offer is not
complated, they will release the Company from these

obfigations.

Chief Medical Officer Fees

The Company has engaged Dr Thomas Borody as Chiaf
Medical Officer. The agreement provides for an annual
salary to be paid for these services of $230,000 -
commencing 1 January 2005, Dr Borody has agreed o
defer payment of this salary untii the Company enters info
a licensing agreement and after development cosis for
the licensing agreement as determined by the board have

been paid out of the proceeds. In the event thata

ficensing agreement is not accomplished, he will release
the Company from these obligations.

NOTE 24 FiNANCIAL INSTRUMENTS
a interest Rate Risk

The Company’s exposy _
will fuctuate as a result of changes in market interest rates and the

Financial Assels
Cash

Total Financial
Assets

Financial Liabitities
Unsecured loan

Lease liability

Total Financial
Lizbiifies

2008 2004

$ $
145,973 -
114,085 -

ra to interest rate risk, which is the risk that a ﬁ_nanciai instrument's value
effactive waighted average

interest rates on those financial assets and financial liabilities, is as follows!

Weighted Average
Effactive Inigrest
Rate

20065
%

3.80%

§.86%

10.82%

2004
%

2.95%

£.55%

Fioating : _ :
interest Rate Fixed Interest Rate Matwiing
Within 1 Year 1i05 Yeas
2005 2004 2005 2004 2005 2004
3 3 ¥ 3 5 §.
343,834 89,558 - - .
343,934 89,558 - - -
- - 142,151
. - 4,478 12,514
- 4,476 142,151 12,314 -

These notes form part of the financial statements




Giaconda Limited
A.B.N. 68 108 088 517

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

NOTE 24: FINANCIAL INSTRUMENTS
b Credit Risk

The maximum exposure o credit risk, excluding the value of any collateral or other security, at
balance date 1o recognised financial assels is the carrying amount of those assets, net of any
provisions for doubtful debts, as disclosed in the statement of financial position and notes to the
financial report.

The Company does not have any material credit risk exposure to any single debtor or group of
debiors under fnancial insruments entered into by the Company.

G Net Fair Vaiues

The net fair values of listed invesiments have been valued af the quoted market bid price at
batance date adjusted for transaction costs expected to be incurred, For other assets and other
iabilities net fair value approximates their carrying value. No financial sssets and financial Habiities
are readily traded on organised markets in & slandardised form other than listed investments.
Financial assets where the carying amount exceeds net fair vaiues have not been written down as
the Cosmpany intends to hold these assets to maturily.

The aggregate net fair values and carying amounts of financial assats and financial liabilities are
disclosed in the statement of financial position and in the notes to the financial statements,

NOTE 25: COMPANY DETAILS

The registered office of the Company is:
Level 8, 55 Hunter Strest
Sydney NSW 2000

The principal place of business s
Suite 1307, Level 13, 370 Pitt Street

Sydney NSW 2000 .
The principal activity of the Company is the development and commercialisation of medical products.

These notes form part of the fnanclal statements
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A.8.N. 68 108 088 517

DIRECTORS DECLARATION

The direciors of the Company declare that!

1. the Bnancial statements and notes, as set out on pages 2 to 17 present faidy the Company’s
financial position as at 30 June 2005 and Hs performance for the year ended on that date in
accordance with Accounting Standards and other mandatory professional reporting requirements;

2. in the directors’ opinion there are reasonable grourds to believe that the Company will be able to
pay its debts as and when they become due and payable.

This declaration is made in accordance with @ resolition of the Board of Dirgctors

Patrick McLean

Director and Chief Executive Officer

Dated this 26th day of July 2005
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INDEPENDENT AUDIT REPORT TC THE MEMBERS OF
GIACONDA LIMITED

Seope

We have audited the financial report of Giaconda Limited for the financial year ended 30 June 2005 as set out on pages 2 to 18, The
Company's Directors are responsible for the financial report. We have condusted an independent audit of the financial report in
order to express an opinion on it o the Members of the Company.

Our audit has been conducied in accordance with Australian Auditing Standards to provide reasonable agsurance whelher the
financial report is free of material misstatement. Our procedures inciuded examination, on a test basis, of evidence supporting the
amounte and ofher disclosures in the financial report, and the evaluation of accounting policies and significant accounting estimates.
These procedures have been underiaken to form an opinion whether, in alt material respacts, the financial report is presented fairly
in accorgance with the Accounting Stendards and other mandatory professional reporting requirements and statutory requirements
so as o present a view which is consistent with our understanding of the Company’s financial position and performance as
reprasented by the results of its operations and cash flows.

The audit opinion expressed in this report has been formed on tha above basis,
independence

i conducting our audit, we followed applicable independerice requirements of Australian professionaf ethical pronouncements and
the Corporations Act 2001,

Liahitlty bs Tmirad Dy the
Arsnuntants Sohene,
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INDEPENDENT AUDIT REPORT TO THE MEMBERS OF
GIACONDA LIMITED

Audit Opinion
‘n our opinion, the financial report of Giaconda Limited s in accordance with:

a  the Gorporations Act 2001, including:

. giving a true and fair view of the Company’s financial position as at 30 June 2005 and of the performance for the year
ended on that date ; and
il complying with Accounting Standards and the Corperations Regulations 2001, and
b. other mandatory professional reporting requiremernts.

B fidadreninday lad KJ}’\/M

BKR Walker Wayland TF Tyler
NSW PARTNERSHIP) Partner
whartered Accountants

Dated this 28" day of July 2005
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