In this edition...

Invariably biotech companies changetheir
business models, re-structure their asset
base, replace old investors, change their
place of business and ditch the CEO.
Sometimes ‘the change’, whatever it is, is
not picked up by the market, especialy if
the company has alow key approach to
communications. This could well bethe
case with one of the sector’s oldest
companies, Circadian Technol ogies,
whichismore and morelooking likea
straight up and down drug devel oper, and
not an investment company. The
company’ ssignificant $21.5 million
investment in, and ownership (67%) of
Vegenics, isthe reason why it might be
timere-think Circadian.
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Time to Consider Vegenics as the
‘Main Game’ at Circadian

A year has passed since Circadian Tech-
nologies (CIR $1.45) co-founded Vegenics
with the Ludwig Institute of Cancer Re-
search (LICR) and LicentiaLtd, thetech-
nology transfer arm of the Univer sity of Hel-
sinki in May 2006.

Vegenics has secured the global rights to
the VEGF-C and VEGF-D patent estatein-
cluding areceptor (VEGFR-3) and work as-
sociated with these growth factors, fromthe
LICRand Licentia. Inall, atotal of 35 patent
families gave been assigned to Vegenics. It
has also been assigned licenses awarded
by theLICRto Ark Therapeutics, Imclone
Systemsand L ymphatix.

Initially, Circadian held a 50% stake in
Vegenics, after investing $4 million. Then
in August last year Vegenics negotiated a
deal with CoGenesysto gain accessto that
company's patents in the VEGF-C and
VEGF-D space in exchange for an upfront
milestone payment and royaltiesfrom sales
of any products. Circadian has since in-
vested an additional $17.5 million into
Vegenics and how owns 67% of the com-

pany.

What is VEGF?

Vascular endothelial growth factors, of
whichtherearesix types (VEGF-A, VEGF-
B, VEGF-C,VEGFD, VEGFE and PIGF) are
involved with the growth of new blood ves-
sels (angiogenesis). Stimulating VEGF of -
fers the potentia to develop therapies for
the treatment of heart disease amongst
other uses.

Inhibiting VEGF (anti-angiogenesis) has
been shownto play acrucia roleininhibit-
ing cancer cell growth. Genentech’s

Avagtin, aVEGF-A inhibitor has arguably
become one of the most successful and
important drugs to be launched in the last
three years.

‘Frozen’ IP...a nightmare

The intellectual property estate around
VEGF- C & VEGF-D hasbeen anightmare
to work through in the past because of
locked positions that several competing
groups had in this space which had been
in patent litigation for over eight yearswith
each other. What Circadian has been able
to achieve is to negotiate with different
commercial groups around the world to
bring full rightsto most, if not al of these
assetsinto the one commercial vehicle. Cir-
cadian has in effect, acted as a circuit
breaker to resolve a commercial impasse
and this action may bring handsome re-
wards to not only Circadian but also to
some of the originators of the IP estate.

Therightsto this patent estate was divided
between the Ludwig Ingtitute for Cancer
Research (in New York) and aspinout com-
pany from Human Genome Sciences,
CoGenesys Inc. It aso included the com-
mercia arm of the University of Helsinki,
LicentiaLtd, which had been collaborating
withLICR.

Vegenics’ Leading Asset
Ark TherapeuticsProduct
The leading asset for Vegenics is a gene
therapy product being developed by Ark
Therapeuticsin the UK. Vegenicsis now
the assigned licensor of VEGF intellectual
property licensed to Ark Therapeutics in
return for a mid digit royalty stream from
any future sales.

Cont'd over
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The therapeutic being developed by Ark Therapeutics looks at-
tractive. It is designed for use in patients who undergo regular
kidney dialysis and have been surgically implanted with a shunt
that allows easy access to veins for diaysis. These patients un-
dergo dialysis twice a week, with two needles required to be in-
jected, oneto extract the blood and the other to return after filter-
ing.

The problem with implanting shunts is that blood vessels fully
grow over at theimplant site within three months. This requires
another shunt to be implanted. Patients could receive up to 40
shunts before the patient would require a kidney transplant be-
cause of alack of access points for dialysis.

The Ark Therapeutics product, called Trinam, utilises a gene
therapy approach, where a gene is delivered to a biodegradable
cuff around the vein at the shunt site using an adenovirus vector.
This alows the VEGF-D protein to be expressed and delay the
overgrowth of the muscle cells in the wall of the blood vessal.
This is a clever way of dealing with problems associated with
genetherapy, asthe genedelivery islocalised to the tissue around
the shunt, and does not enter the blood stream.

While there are no genetherapy products approved to our knowl-
edge, this localised approach received quick clearance from the
FDA Recombinant DNA Advisory Committee to proceed with tri-
als. Interim resultsfrom the Phase |1 trialshave shown animprove-
ment in shunt survival of between fiveto 13 months. No systemic
traces of the therapy have been detected in any of the patients,
which is apositive result.

Vegenics Assets Table (CIR has 67% interest in Vegenics)

A Phaselll trial isdueto start in mid-2007 in over 200 patientsand
is expected to take 18 months to complete. Peak sales of US$270
million are being forecast for the therapy, which would resultinan
annual royalty stream of around $20 million, assuming a royalty
stream of 6% to Vegenics.

Thisroyalty stream assumes a 25% penetration of the market and
could be higher as there are no competing products available.
Thereisaso adistinct possihility that if the technology works it
could be applied to other uses, such as preventing restenosis in
coronary stents.

Vegenics' patents for this technology expire between 2017-2019
although could be extended in the US and Europe by about three
years.

Other Assets

Through the formation of Vegenics, the company has not only
secured rightsto the patent estate over VEGF-C and VEGF-D and
VEGFR-3, and but has gained other commercial assets. Thesein-
clude alicense agreement in addition to an option to develop an
existing VEGF-C antibody developed by CoGenesys, which also
brings with it (as we understand) access to proprietary antibody
discovery and engineering technol ogies devel oped by Cambridge
Antibody Technologies(CAT), inherited from Human Genome Sci-
ences. With CAT now part of AstraZeneca, fresh accessto CAT'’s
antibody technologies is essentially no longer possible. The
‘CoGenesys antibody isin late stage preclinical development.

Cont'd over

Asset Licensee/Licensor Product

Indication or disease

Status Terms (eg

royalties)

License Scope

There are three known receptors, VEGFR-1, VEGFR-2 and VEGFR-3.

Context: There are six different forms of the VEGF growth factors; VEGF also known as VEGF-A, VEGF-B, VEGF-C, VEGF-D, VEGF-E and PIGF.

Genentech has rights to certain inventions, including monoclonal antibodies, pertaining to VEGF-A and VEGF-E

CSL, through its acquistion of Zenyth (ex Amrad) has gained cross-licensed rights with the LICR to VEGF-B IP

Imclone Systems has rights to certain inventions, including monoclonal antibodies, pertaining to VEGF-R1 and VEGF-R2
Regeneron has rights to certain inventions, including a VEGF, PIGF fusion protein, and peptides

Vegenics is the assignee to various inventions covering VEGF-C, VEGF-D and VEGFR-3 from the LICR, Licentia and CoGenesys

VEGF-D gene Ark Therapeutics (original
license from LICR ass. to

Vegenics)

Trinam (gene
therapy product;
VEGF-D gene in

adenoviral vector)

vessels blocking in

undergone vascular
access graft surgery.

To prevent blood Phase IlI (in USA) 6% (est.) Non-exclusive

kidney dialysis
patients who have

VEGF-D) R&D Systems

VEGF-R3 antibody Imclone Systems (original Pre-clinical Exclusive
license from LICR ass. to
Vegenics)
Research antibodies (VEGF-C, Being sold by Chemicon, Marketed

Soluble receptor VEGF-R3 Not licensed

Peptides to VEGF-C, VEGF-D Not licensed

VEGF-C antibody (from
CoGenesys)

Vegenics has an option on
this mab from CoGenesys
(ex-Human Genome

"Late stage pre-
clinical" (completed
pre-clinical safety and

Vegenics paid an
upfront fee, with
milestones and

Sciences) tox studies) royalties to follow
on success
VEGF-D antibody Not licensed Optimisation program
with Evogenix
VEGF-C antibody Not licensed To enter pre-clinical
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Another potentially important asset is an antibody that binds to
the VEGFR-3 receptor, which is licensed to Imclone Systems.
Imclone, whichiswell known for devel oping the monoclonal anti-
body Erbitux, has antibody programs in respect of VEGFR-1,
VEGFR-2 aswell asVVEGFR-3. Imclone has produced afully human
antibody antagonist to VEGFR-3 termed hF4-3C5. Thismabisin
pre-clinical development, andif itisselected for clinical trials, then
the Vegenics line-up of partnered programs in the clinic will be
boosted. Vegenics' key assets are listed in the table on the previ-
ous page.

Investment Considerations

Circadian has been categorised to date by Bioshares asan invest-
ment company, that acted both as an incubator of very early stage
projects and investor in more mature assets, such as the Amrad
Corporation (which later changed its name to Zenyth Therapeu-
tics). With a much more significant holding in Vegenics, it now
may be time to treat Circadian as a fully-fledged drug devel oper
with the potential to develop and outlicense a suite of its core
V EGF technologies. Unlike many previousinvestments (although
Amrad is an exception), Circadian has invested arelatively large
sumin Vegenics, acumulativetotal of $21.5million. Onthat basis
alone, Vegenics represents a major change of strategy for Circa
dian. In addition, Circadian, also holds a number of investments
that it can liquidate at opportune moments to fund its main focus
in Vegenics. At 16 April, Circadian had cash assets and assets in
marketable securities (in Avexa, Antisense Therapeutics, Meta-
bolic Pharmaceutical s and Optiscan Imaging) of $56 million.

When compared with other Australian listed or soon-to-list biotech
companies with Phase |11 programs (see table below), Circadian,
withitssignificant interest in Vegenics, isranked relatively low by
capitalisation. The majority of these companies are capitalised at
greater than a$100 million, with exception of Neuren Pharmaceuti-
calswhichis probably being marked down because of its current
weak funding position, and Halcygen, which its capitalisation is
anindicativefigure based onits PO price. And while the top four

companies by capitalisation (Pharmaxis, Progen, Clinuvel and
Avexa) areall well funded, they all are managing unpartnered pro-
grams. In other wordsthey are bearing significant programrisk on
their own behalf. In contrast, for two companies with partnered
programs (Circadian/Vegenics with Ark Therapeutics and Acrux
with KV Pharmaceuticals), that project risk and itsrelated funding
risk has been off loaded to athird party.

The assets that Vegenics has under its direct management are
high quality with substantial potential. There exists the potential
to develop at least three antibodies and a soluble receptor, with
some of these probably to be developed as cancer therapeutics.
Thereis aso a market opportunity in the area of lymphodema, a
disease in which VEGF-C isimplicated. While it may be asmall
disease by market size, it may be an ideal disease to initially de-
velop and launch an antibody drug into, and then progressively
find new indications. Vegenics immediate focusisto devel op pep-
tideand antibody antagoniststo VEGF-C and VEGF-D. Other pos-
sible applications for the technol ogy include the areas of eye dis-
eases, inflammation, heart disease and wound healing. There is
substantial potential to leverage the | P estate through out-licens-

ing.

What also makes Circadian an attractive investment proposition
isthe company’ s capacity to raise funds. Should Vegenicsrequire
additional development capital beyond the current $18 million it
has at present, then the pedigree and positive reputation of Circa
dian Technologies would be likely to see any necessary funds
raised expeditiously and effortlessly.

Circadian is capitalised at $58 million. It had cash assets of $26
millionin April, $30 millionin listed investments (note 30% capital
gains tax for these investments is payable on sale of securities)
and hasinvested $21.5 millionin Vegenics.

Biosharesrecommendation: Speculative Buy ClassA
(Circadian has been added to the Bioshares Model Portfolio.)

Australian biotechs planning, conducting or have completed Phase Il clinical trials, including partnered programs

Company Compound Disease Progress Partner/licencee |[Cap'n Est. royalty
rate
Pharmaxis Bronchitol Cystic fibrosis, Both trials underway. None $607 M n/a
mannitol powder |bronchiectasis Bronchiectasis fully recruited.
Progen Pharmaceuticals |PI-88 Liver cancer 1000 patient trial to begin this None $337 M n/a
year
Clinuvel Pharmaceuticals |CUV1647 Light associated skin |250 patient PLE trial started. 70 |None $302 M n/a
disorders patient trial in EPP due to start.
Avexa Apricitabine HIV 1000 patient trial to begin this None $250 M n/a
year
Acrux Evamist Transdermal HRT, Completed. Positive results. FDA|KV $199 M 10%**
supergeneric approval due 2H 2007 Pharmaceutical
ChemGenex Ceflatonin CML Undergoing 81 patient Phase I/l [None $175M n/a
Pharmaceutricals registration trial
QRxPharma Opiod Chronic pain 2 X 660 person trials to begin None $143 M n/a
combination
Circadian Technologies [Trinan Prevent blockage of |200+ trial to begin 2H 2007 Ark Therapeutics ($58 M 69%**
(Vegenics - 67% int.) haemodialysis grafts
Neuren Pharmaceuticals |Glypromate Neuroprotectant Commenced 600 patient trial this|None $57 M n/a
week.
Halcygen* Super generic of |Antifungal 120 patient PK study only None $38 M* n/a
intraconazole

* Upon listing next month ; ** estimated
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Thredbo Biotech Summit

The Essential Biotech Investment Event

July 20-21, 2007 - Thredbo Alpine Hotel - Thredbo Village, NSW

Thredbo Biotech Summit 2007 — Current Speaker & Facilitator List

Bill Kridel, Managing Director, FerghanaPartners Group, New York
Joseph Balagot, Merriman Curham Ford, San Francisco
Michad Aldridge, CEO, PeplinLtd
Allen Bollands, CEO GeneraBiosystems
lan Brown, CordLifeLtd
John Chiplin, CEO, Peptech Ltd
Peter Cook, CEO, BiotaHoldingsLtd
Peter Devine, Uniseed
CarrieHillyard, Partner, CM Capita
MikeHirshorn, Director, Kestrel Capital
Cliff Holloway, Peptech Ltd
Alan Liddle, CEO, PacMab Ltd
M alcolm M cComas, Chairman, Pharmaxis& SunshineHeart
Andrew M acdonald, CEO, Cytopialtd
Paul M acleman, CEO, Hatchtech
Scott Power, Analyst AMB Amro Morgans
Matthijs Smith, Analyst, L odge Partners
Richard Treagus, CEO,Acrux Ltd
Paul Watt, Scientific Director, Phylogicaltd
David Blake & Mark Pachacz, Bioshares

Registration is now open. Full conference details are available on our website
http://www.bi oshares.com.au/thredbo2007.htm

218



Bioshares Number 218 — 1 June 2007

Page 5

Demand for Biologic Drugs and Technologies is the Key to Understanding
Peptech’s Bid for Evogenix

Peptech (Ptd: $1.55) hasreceived a cold response from investors
following the announcement of its proposed merger with Evogenix
(EGX: 90 cents). Peptech is an antibody development company
with aswag of cash ($188 million) and afurther US$75 millionin
royalty income expected over the next few years. Evogenix isan
antibody optimisation and humanisation company and its share
price has increased three-fold since listing at 25 centsa share in
August 2005.

Themerger isagreat fit for both companies. For Peptech, it deliv-
ers the company a number of antibody development programs
and a synergistic humanisation technology to its own
Synhumanisation technology. It also contributesto creating afully
integrated antibody development group.

For Evogenix, it allows the company (as absorbed) to take itsin-
house devel opment programs further into the clinic. And through
continuing to assist smaller biotechs with their antibody drug
lead requirements, it potentially brings in a steady stream of de-
velopment programs from those compani esinto Evogenix that the
merged entity could fund.

Ever since it was discovered that Peptech was sitting on a valu-
ableroyalty income stream from its TNF patents, there have been
arguments about what the company should do with the excess
cash. There are groups that treat the company as a standard in-
dustrial company and this mindset doesn’t belong in biotech.
When Peptech invested $10.7 million into Domantisin December
2005, it was criticised for not returning funds to shareholders and
for making an irresponsible investment in a speculative invest-
ment. When it was announced that Domantis was to be sold to
GlaxoSmithKline, Peptech was then criticised for losing avalu-
able drug devel opment asset, although the company made again
of $138.2 million from a$40.2 millioninvestment.

The Peptech board and management has earned the credit of be-
ing an astute manager of its drug development and cash assets.
The proposed merger with Evogenix will make the merged entity
an attractive takeover acquisition over the next two years in a
sector that has stunning investment appesal for very clear reasons.

Antibody Drugs - Very Successful Products!

The first is that antibody drugs have become exceptionally suc-
cessful commercia products over the last five years earning tens
of billions of dollars in revenue a year. Almost half of al drugs
being approved by the FDA are protein-based drugs. But even
more importantly, these attractive investment considerations are
amplified by the fact that antibody drugs are currently not subject
to generic competition. Where small molecule drugs might offer
patent protection for 10 years, antibody drugs are safe from ge-
neric competition giving the companiesindefinite market protec-
tion, or at least until an improved version comes along or other
companies complete Phasel, Il and I11 trialsonce the drugs are of f
patent. And while debates ensue about biogenericsand biosimilars,
the issue remains at that level, a debate.

These are the reasons we have seen atide of antibody company
acquisitionsover the last three years astraditional small molecule
pharmaceutical companies, that arelosing massive salesin propri-
etary small molecule drugs coming off patent, scramble to get
exposure to this hot area.

The Acquisition Trail...

These acquisitions include: Cambridge Antibody Technology,
whichwasacquired by AstraZenecafor US$1.3billionin May last
year. AstraZenecahassincemadeabid for M edl mmunefor US$15.2
billionfor accessto that company’ s antibody drug Synagis, which
had sales|ast year of US$1.1 hillion (the acquisition of the Flumist
vaccine was aso an important asset for the company giving it
access to the accelerating interest in vaccine products); Amgen
acquired antibody specialty company Abgenix for US$2.2 hillion
inlate 2005 and then protein technology company Avidialast year
for US$290 million; M er ck acquired two antibody companies|ast
year, Glycofi for US$400 million and Abmaxisfor US$80 million;
GlaxoSmithKline acquired single domain antibody group
Domantis, asmentioned above, for US$470 million last year.

And not to belooked over, CSL last year acquired Zenyth Thera-
peutics to broaden its biopharmaceutical assets and skills base.
We suspect CSL will look to significantly expand its
biopharmaceutical focus, with amajor acquisitioninthe next 12—
18 months of a biologic therapeutic business, potentialy aslarge
as $5 billion. There are also two Australian antibody therapeutic
companies expected to list this year, including one whose listing
will be managed by one of the leading biotech broking firms.

AstraZeneca's ‘25%’ goal

AstraZeneca has stated that its goal is for 25% of its new drug
candidates to be biological therapeutics by 2010 and it continues
tolook for more biopharmaceutical acquisitions. By 2009, Peptech
plans to have one Phase Il antibody program underway (with
PNO621 recently commencing Phase | trials), one Phase Il anti-
body program, and two Phase | antibody clinical programswhich,
together with itsantibody engineering platforms, should makeit a
very attractive asset as major pharmaceutical groups continue to
buy into this sector.

If the merger proceeds, the combined entity will have acapitalisa-
tion of $361 million with $175 million in cash and up to afurther
$100 millioninroyalty incomefrom the TNF patents.

Bioshares recommendations:

Peptech: Buy
Evogenix: SpeculativeBuy ClassA
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Alchemia— Sufficient datato Progress with HyCAMP program?

Alchemiareleased full resultsfromits Phasell study of HyCAMP
in 80 patients with metastatic colorectal cancer who had failed 5-
FU chemotherapy. Specifically, thetrial was comparing use of the
chemotherapy drug irinotecan against HyCAMP, which isacom-
bination of Alchemia shyaluronic acid with irinotecan. The use of
hyaluronic acid is thought to help target chemotherapeutics such
as irinotecan to cancer cells, thereby reducing side effects and
improving treatment outcomes.

Inour view it wasamixed result for Alchemia. Theprimary endpoint
was to achieve a reduction in diarrhoea in patients undergoing
treatment. The overall incidence of diarrhoeawas much lower than
expected, which prevented a statistically significant result being
achieved. However, what was confusing was that more patients
on HyCAMP experienced grade 3 or 4 diarrhoea during cycles 1
and 2 (19.5%) than in theirinotecan arm (5.7%).

There was some positive data relating to disease control. Thisis
measured by complete response (there was none in either arm),
partial response and stable disease. Inthe HyCAMP arm, 75% of
patients achieved disease control versus 45% in the control
(irinotecan) arm. Thetrial indicatesthat HyCAMP doesallow pa-
tients to handle more treatment cycles, with 34% of patients on
HyCAMP ableto completethe full eight cycles compared to 14%
inthe control arm. The mean progression free survival benefit was
statistically significant, 2.8 months extra, from 2.4 monthsin the
control to 5.2 months in the HYyCAMP arm. The median overall
survival estimated was only an additional 1.8 months, from 8.4
months in the control to 10.2 months in the HyCamp arm. And
there was conflicting data from measurement of the CEA
(carcinoembryonic antigen) biomarker, with the highest reduction
seen in the control arm. HyCAMP was found to generate a stetis-
tically significant benefit as measured by timeto treatment failure.

The HYyCAMP technology was acquired by Alchemia from
Meditech Researchin 2006. Theformer CEO of Meditech Research,
lan Nisbet, who can be considered an experienced oncology drug
developer, has previoudly indicated that in oncology as arule of
thumb, Phase | results are not significant, and you take the Phase
Il results and halve the effect seen which should give you arough
estimate of what you might seein alarger Phase |11 study.

HyCAMP is obvioudly helpful in enabling patients to undergo
more rounds of chemotherapy with irinotecan but the added ben-
efit asmeasured in progression free survival was only 2.8 months
and amedian survival benefit of 1.8 months.

Thisdataappearsto deliver amarginal end benefit to the patients.
Atleast one additional trial will berequired to be conducted inthe
US, with a greater number of patients, which reflects a greater
number of patient sub-types, to gain FDA approva. Whether a
potentia partner iswilling to take on this project on is unknown.
With the full results now available, it is unlikely Alchemia will
continue development of the HYyCAMP in-house unless it can
raise further funds. Whether it builds an in-house oncology clini-
cal drug devel opment team is another issue. The program may be
atractiveto Pfizer, which currently sellsirinotecan, with that drug

dueto go off-patent in 2008.

Summary

Therewas some positive datato emergefrom thistrial athough it
could have been better and more consistent. Further trialswill be
required before this drug gets to afavourable position in front of
the USFDA. Whether the datagivesAlchemiaor apotential part-
ner the confidence to progress the compound further remains to
be decided.

Alchemiaiscapitalised $151 million with $13.6 millionin cash at
March 31 thisyear.

Bioshares recommendation: SpeculativeHold ClassA
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Biotech Capital Alters Strategy with Neurodiscovery Investment

Biotech Capital (BTC: 40 cents) has continued its foray into the
listed biotech investment space by taking a stake in
Neur oDiscovery (NDL: 20 cents). Biotech Capitd isalisted biotech
venture capital fund with $40 million in assets. Biotech Capital will
invest $1.5millioninNDL aspart of a$3.25 million capital raising
by NDL at 17 cents per share.

To Biotech Capital, NDL represents an investment with poten-
tially significant upside from its portfolio of pain treatment drug
candidates and with the downside protection of a profitable serv-
ice businessin NDL, NeuroSolutions, that arguably could sup-
port the current valuation of NDL on its own.

NeuroDiscovery’s Subsidiary

NDL has 100% ownership of NeuroSolutions, which conducts
electrophysiology testing. NeuroSolutions is a profitably
standalone business that this financial year should generate sales
of around $2 million. The businessis based in Warwick, just out-
side of London.

Following thiscapital raising, NDL will be capitalised $11.6 million
(at 20 cents per share) with an estimated $4.5 millionin cash.

Drug Development Assets

NDL’s lead drug candidate, NSL-043, is being devel oped for the
treatment of neuropathic pain. The rights to this compound are
shared equally with Sosei Group Corporation, a Japanese
biopharmaceutical company. This compound had previously pro-
gressedto aPhaselll clinical trial ininflammation although failed
because of poor efficacy.

NeuroSolutions has tested the compound in several preclinica
models and found the drug to be very effective in those models.

Phase | Trial Commences of NSL-043

This week, Sosei Corporation commenced a 40 person Phase |
safety study with the compound, which is required to be con-
ducted even through its safety profile has been well documented
inover 500 peopleto date. Thedrug candidateisdosed orally. The
Phase | trial is being conducted in the UK with Sosei’s develop-
ment group for this program is based in Cambridge, UK.

The rewards for an effective neuropathic pain drug are very high,
with the market estimated at over US$1 billion. Therearefew effec-
tive drugs for this indication, with the leading drug, gabapentin
(used aso for treatment of epilepsy) being the drug of choice,
although only effectivein between 30% - 50% of people suffering
neuropathic pain.

A second Phase | trial (multiple escalating dose) should be com-
pleted thisyear ahead of akey Phasel | trial in 2008. Critical results
from the Phase Il trial are due, at the earliest, in the first half of
20009.

Other Assets
NDL has three other drug discovery and development programs
and assetsin the area of pain. The company uses the expertise of

its drug screening team at NeuroSolutions in Warwick to help
select and optimize drug leads. Its second program is testing a
natural product from Peru (NSL-101) that should haveahigh prob-
ability of showing efficacy inclinical trialslater thisyear.

A Phase Il trial in up to 50 patients undergoing wisdom teeth
extraction isexpected to begin in the next three months. NSL-101
isatopical drug candidate and has a history of indigenous usein
Peru. If thistria deliversasuccessful result, NDL will seek to out
license the product.

Summary

Biotech Capitdl is an experienced investor in the biotech sector.
Itslatest investment is Neurodiscovery supportsthat fund' s move
to invest in companies in the sector that either have a revenue
generating business or are moving through the clinical develop-
ment of drug candidates. In this case, Biotech Capital gets both
which makes it avery appropriate decision for that company. It's
also asolid validation for NeuroDiscovery, attracting Biotech Capi-
tal to itsregister, and strengthens its funding position. At a capi-
talization of $11.6 million, Neurodiscovery presentsan appealing,
speculative investment consideration.

Bioshares recommendations

Biotech Capital: SpeculativeBuy ClassA
NeuroDiscovery: Speculative Buy ClassB

Bioshares Model Portfolio ( 1 June 2007)

Company Price (current) Price added to
portfolio
Acrux $1.39 $0.83
Alchemia $1.07 $0.67
Biodiem $0.32 $0.29
Biota Holdings $1.72 $1.55
Circadian Technologies $1.45 $1.45
Cytopia $0.67 $0.46
Chemgenex Pharma. $0.94 $0.38
Optiscan Imaging $0.44 $0.35
Neuren Pharmaceuticals $0.44 $0.70
Peplin $0.83 $0.83
Peptech $1.55 $1.31
Phylogica $0.39 $0.42
Probiotec $1.15 $1.12
Sunshine Heart $0.19 $0.19
Tissue Therapies $0.61 $0.58
Universal Biosensors $1.23 $1.23

Portfolio changes
Circadian Technologiesand Universal Biosensorshave been
added to the portfolio.
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Stock Briefs

Bionomics (BNO: 29 cents) Selects Anxiety Drug Candidate
Bionomics has selected acompound, BNC210, that it will submit to apre-clinical develop-
ment program, with agoal of developing adrug to treat anxiety. The company isattempt-
ing to develop a compound that is non-sedating, fast-acting, is administered orally once
aday, does not impair motor function, and has a minimum set of interactions with other
drugs. Bionomics' intent is to target a class of drugs that are limited in their benefit
because they impair memory, cause nausea, drowsiness, sexua dysfunction, have addic-
tive properties and take a long time to act. The company filed a provisional patent over
BNC210in October 2006.

The company's next steps will be to commence scale-up manufacturing studies, and
commence formal pre-clinical studies. On a parallel track the company will commence
partnering activities as astrategy to support the further clinical development of BNC210.
Given the company's limited cash resources—it held cash assets of $5.4 million at March
31, 2007 —thiswould appear to be a prudent strategy.

Bionomicsisacapitalised at $55 million.
Bioshares recommendation: Speculative Buy ClassA

Cytopia (CYT: 66.5 cents) Appoints CYT997 Clinical Advisory Board
Cytopia has announced the appointment of a four person clinical advisory board to
support the Phase Il development of CYT997, a cancer drug candidate that works by
disrupting cancer blood vessels. Members of a clinical advisory board should be well
placed to advise on the discussions with the FDA, design of trial protocols and the
selection of clinical trial sites. They may a so be able to stimulate interest in acandidate
drug amongst oncologists or other specialty physicians. Several of the clinical advisory
panel also emanate from clinical research organisations.

There are only a few other Australian listed companies that have established advisory
boardsthat have aclinical, rather than scientific orientation, including ChemGenex and
Peplin. The appointment of aclinical advisory board could beinterpreted as positiveand
clear signal of the confidence the company hasin CYT997. It should also be seenin the
context of another recent announcement by Cytopia, in which it said that two patients
who participated in aPhase| trial of CY T997, were continuing to receive CY T997 under
the Commonwealth Government's Special Access Scheme. The scheme allows unap-
proved medicines to be supplied on a special needs basis.

Cytopiaisacapitalised at $49 million and holds estimated cash assets of $15 million.
Bioshares recommendation: Speculative Buy ClassA

Neuren Pharmaceuticals (NEU: 43.5 cents) Commences Phase lll Trial
Neuren Pharmaceuticals has reached an important milestone with the commencement of
its Phase 111 study of Glypromate. This is marked by the first dosing of Glypromate, a
compound that is being evaluated for its ability to reduce cognitive impairment in pa-
tients that have undergone coronary artery bypass graft surgery or cardio-pulmonary
bypass surgery. The trial will enrol up to 600 patients across 24 sites, with the trial
expected to conclude at the end of 2008. The primary endpoint of the trial will be the
change in baseline in a composite cognitive score and the change in the comparative
levelsin the activities of adaily living composite score.

Neurenisacapitaised at $57 million and held cash assets of approximately $6.4 million at
March 31, 2007. The company’s cash position is of some concern.

Bioshares recommendation: SpeculativeHold ClassA
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How Bioshares Rates Stocks

For the purpose of valuation, Bioshares divides biotech stocks into
two categories. Thefirst group are stocks with existing positive cash flows
or closeto producing positive cash flows. The second group are stocks
without near term positive cash flows, history of losses, or at early
stages of commercialisation. In this second group, which are essen-
tially speculative propositions, Bioshares grades them according to
relative risk within that group, to better reflect the very large spread
of risk within those stocks.

Group A
Stockswith existing positive cash flows or closeto producing postive cash
flows.

Buy CMPis 20% < Fair Value
Accumulate CMPis10% < Fair Value
Hold Vaue=CMP

Lighten CMPis 10% > Fair Value
Sell CMPis20% > Fair Value

(CMP—Current Market Price)

Group B
Stocks without near term positive cash flows, history of losses, or at
early stages commercialisation.

Speculative Buy —ClassA

These stocks will have more than one technology, product or
investment in development, with perhaps those same technologies
offering multiple opportunities. These features, coupled to the
presence of alliances, partnerships and scientific advisory boards,
indicate the stock isrelative less risky than other biotech stocks.
Speculative Buy —ClassB

These stocks may have more than one product or opportunity, and
may even be close to market. However, they arelikely to belacking in
several key areas. For example, their cash position isweak, or
management or board may need strengthening.

Speculative Buy —ClassC

These stocks generally have one product in development and lack
many external validation features.

Speculative Hold—ClassAor Bor C

Sell

Corporate Subscribers: Phylogica, Neuren Pharmaceuticals, Pharmaxis, NeuroDiscovery, PrimaBiomed, Biotech Capital,
Cygenics, Cytopia, Biodiem, Peptech, Starpharma Holdings, Cogstate, X ceed Biotechnology, Incitive, Optiscan Imaging, Bionom-
ics, ChemGenex Pharmaceuticals, Medical Therapies, Circadian Technologies, BiotaHoldings, Stem Cell Sciences

Disclaimer:

Analysis Pty Ltd.

$100 are not disclosed.

Information contained in this newsletter is not a complete analysis of every material fact respecting any company, industry or security. The opinions and estimates herein expressed
represent the current judgement of the publisher and are subject to change. Blake Industry and Market Analysis Pty Ltd (BIMA) and any of their associates, officers or staff may have
interests in securities referred to herein (Corporations Law s.849). Details contained herein have been prepared for genera circulation and do not have regard to any person’s or
company’s investment objectives, financial situation and particular needs. Accordingly, no recipients should rely on any recommendation (whether express or implied) contained in
this document without consulting their investment adviser (Corporations Law s.851). The persons involved in or responsible for the preparation and publication of this report
believe the information herein is accurate but no warranty of accuracy is given and persons seeking to rely on information provided herein should make their own independent
enquiries. Details contained herein have been issued on the basis they are only for the particular person or company to whom they have been provided by Blake Industry and Market

The Directors and/or associates declareinterestsin the following ASX Healthcare and Biotechnology sector securities: ACL, ACR, BDM, BLS, BOS, BTA, CGS, CYT, CXS, EGX, IMI,
LCT, MBPR, NEU, OIL, PGL, PTD, PXS, SHC, SPL, SLT, TIS. These interests can change at any time and are not additional recommendations. Holdings in stocks valued at less than
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