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Directors’ Report

Your directors submit their report fot the half-year ended 31 December 2006.

DIRECTORS

The names of the directors of the company in office dutring the half-year and until the date of
this report are as below. Ditectors were in office for this entite period unless otherwise stated.

Mr Stephen Jones Chairman

Mr Stephen Streeter Non-executive director

Dr Michael Monsour Non-executive director (appointed 31 January 2007)

Mr Bryan Dulhunty Non-executive director {appointed 16 November 2006, resigned
31 January 2007)

Dr Wolfgang Hanisch Chief Executive Officer (resigned 16 November 20006)

Dr Andy Geating Non-executive director (resigned 16 November 2006)

RESULTS AND REVIEW OF OPERATIONS

The consolidated loss after tax attributable to members of CBio Limited for the half-year ended
31 December 2006 was $1,931,927. For the previous half-year ended 31 December 2005 the
consolidated loss after tax of the company was $6,077,090. The loss after tax attributable to
members of CBio limited relating to the operations of BresaGen Limited was $94,229. For the
previous period ending 31 December 2005 the loss attributable to members of Cbio Limated
relating to the operations of BresaGen Limited was $48,490. No dividend was proposed or paid
duting the period.

A Phase I subcutaneous clinical tral was conducted in healthy volunteers and was completed
during the period. The purpose of this tral was to determine the effectiveness of subcutaneous
dosing of XToll™ and to evaluate optimal dosing.

During the period, negotiations with a number of major international pharmaceuticals took place
with a view to entering into licence and research agreements. Whilst no agreement has been
executed to date, CBio remains in contact with a2 number of interested parties, including those
who conducted due diligence.

CBio disposed of 1ts interest in BresaGen Limited duting the period. Proceeds from the sale were
$7,766,219, for a net gain of $6,699,032. BresaGen continues to supply CBio with XToll™ for
toxicology studies and clinical trals.

Capital raising initiatives were ongoing during the period. $1,158,001 was raised at 33 per share
with a further $2,502,000 raised at $6 per share. $260,000 was also raised from the conversion of
200,000 options at $1 per option and 20,000 options at $3 per option.

During the period, Dr Wolfgang Hanisch resigned as the Company’s Chief Executive Officer. Mr
Jason Yeates has been appointed Chief Executive Officer after holding the position of Chief
Financial Officer and Cluef Operating Officer since 2004. Dr Andy Geating resigned as a
Director on November 16 2006. Mt James Greig has been appomted Chief Financial Officer.
Subsequent to balance date, Mr Bryan Dulhunty resigned as a Director after bemg appointed on
November 16 2006 and remains Company Secretary. Dr Michael Monsour was appointed to the
Board on January 31 2007.
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Directors’ Report continued

AUDITOR’S INDEPENDENCE DECLARATION

A statement of independence has been provided by our aunditors, Erst & Young, and is included
in the attached financial report.

i1 accordance with 2 tesolution of directors

Mz Stephen Jones
Chatrman

Date:



CBIO LIMITED
31 December 2006 Half-Year Financial Report

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

Continuing Operations

Income from Ordinary Activities

Expenses from Ordinary Activities
Borrowing costs expense
Administration expenses

Research and development

Patent costs

Marketing expenses
Equity-based compensation

Loss before income tax from continuing

operations

Income tax expense

Loss from continuing operations after income tax

Discontinued Operations

Profit/(Loss) from discontinued opetations after

iicome tax

Loss for the period
Loss attributable to minority equity interest

Loss attributable to members of the parent entity

Loss per share (cents per share)
Basic/Diluted

Notes

December December
2006 2605
$ $

823,183 422,642
(109) (32,516)
(2,247,259) (1,140,438}
(5,444,656) (3,922,139)
(417.315) (154,824)
(250,573) (372,540)
(1,000,001) (828,785)
(8,536,730) (6,028,600)
(8,536,730) (6,028,600}
6,444,497 (107,101)
(2,092,233) (6,135,701)
160,306 58,611
(1,931,927) (6,077,090}
(7.49) (28.60)

'The Condensed Income Statement is to be tead in conjunction with the notes to the Financial

Statements.
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Condensed Balance Sheet
31 December 2006

Notes
Current assets
Cash and cash equivalents
Trade and other receivables-
Inventoties
Other cutrent assets
Total current assets

Non-Current Assets
Property, plant and equipment
Trade and other receivables
Total Non-Current Assets

Total Assets

Current Liabilities
Trade and other payables
Short-term provisions
Interest-bearing liabilities
Total current liabilities

Non-Current Liabilities
Interest-bearing liabilities
Long-term provisions

Total Non-Current Liabilities

Total Liabilities
Net Assets

Equity

Issued Capital ' 5
Reserves

Accumulated Losses

Total Parent Entity Interest in Equity

Total Minority Equity Interest in Equity

Total Equity

31 December 30 June
2006 2006

$ $
4,126,054 419,802
1,522,583 1,135,466
- 525,590
30,985 49,767
5,679,622 2,130,625
1,021,851 11,646,999
172,472 169,533
1,194,323 11,816,532
6,873,945 13,947,157
1,631,441 1,423,760
126,287 545,537
- 596,895
1,757,728 2,566,192
- 6,487,699
19,091 59,021
19,091 6,546,720
1,776,819 9112912
5,097,126 4,834,245
34,838,009 31,026,008
4,382,852 3,671,597
(34,123,735) (32,191,808)
5,097,126 2,505,797
- 2,328,448
5,097,126 4,834,245

The Condensed Balance Sheet is to be read in conjunction with the notes to the Financial

Statements
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Condensed Cash Flow Statement
for the half-year ended 31 December 2006

Notes
Cash flows from/(nsed in) operating activities

Payments to suppliers and employees
Grant income received

Cash received in the course of operations
Interest recetved

Interest paid

Net cash used in operating activities

Cash flows from/(used in) investing activities

Cash disposed on disposal of controlled entity 4
Putchase of Plant and equipment

Proceeds from sale of investments 4
Loan to related entity

Repayment of loan

Bank guarantee deposit

Net cash used in investing activities

Cash flows from/(used in) financing activities
Proceeds from issue of shares

Proceeds from issue of shares in controlled entity
Repayment of borrowings

Proceeds from issue of convertible note
Repayment of convertible note

Payment of share issue costs

Net cash provided by financing activities

Net increase/(decrease) in cash held
Cash at beginning of the financial period
Cash at the end of the financial period

December December
2006 2005
$ $

(8,028,940)  (7,465,883)
694,465 365,669
520,026 1,557,241
95,333 32,455
(59,697) (283,591)
(6,778,813)  (5,794,109)
(284,028) -
(246,654) (603,339)
7,766,219 47,834
(1,684,000) -
650,000 -
(2,939) (3,907)
6,198,598 (559,412)
3,860,001 7,221,462
- 352,350
(65,534) (672,033)
600,000 900,600
- (375,000
(108,000) (83,906)
4,286,467 7,342,873
3,706,252 989,352
419,802 1,822,756
4,126,054 2,812,108

The Condensed Cash Flow Statement is to be tead in conjunction with the notes to the Financial

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

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Preparation of the Half-Year Financial Report

The half-year financial report does not include all notes of the type normally included within the
annual financial report and therefore cannot be expected to provide as full an understanding of
the financial petformance, financial position and financing and investing activities of the
consolidated entity as the full financial repott.

The half-year financial report should be tead in conjunction with the annual financial report of
CBio Limited as at 30 June 2006.

1t is also recommended that the half-year financial report be considered together with any public
announcements made by CBio Limited duting the half-year ended 31 December 2006 m
accordance with the continuous disclosute obligations atising under the Corporations Act 2001.

a) Basis of Accounting

The half-year financial report is a general-purpose financial report, which has been prepared in
accordance with the requitements of the Corporations Act 2001, applicable Accounting
Standards including AASB 134 Interime Financial Reporting and other mandatory professional
reporting requiremnents.

The half-year financial report has been prepared in accordance with the historical cost basis.

For the purposes of preparing the half-year financial report, the half-year has been treated as 2
discrete reporting period. The financial report is presented in Australian Dollars.

b} Statement of Compliance

The half-year financial report complies with Australian Accounting Standards, which include
Australian equivalents to International Financial Reporting Standards ({AIFRS’). Compliance with
AIFRS ensures that the half-year financial repott, comprising the financial statements and notes
thereon, complies with Interational Financial Reporting Standards (‘IFRS’).

Thete are no AIFRS standards issued but not yet effected that are expected to impact the
position and performance of the group.

c) Going Concetn

The financial repozt for the half-year ended 31 December 2006 is prepared on a going concern
basis. The directots believe that the going concern basis is approptiate due to a strong history of
capital raising and the positive clinical results to date. The company incurred an operating loss
after income tax of $1,931,927 (2005: $6,077,090).

The company’s forward cash-flow projections currently anticipate an excess of cash outflows
over inflows and cusrently available cash, from operating activities. The directors intend
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Notes to the Financial Statements
for the half-year ended 31 December 2006

¢} Going Concern (continued)

to undertake a capital raising of approximately $16m prior to the end of June 2007. This
additional funding would enable the company to continue the development of Cpnl0. The
directors expect to continue to reccive the support of sharcholders and creditors. Should this
fund ratsing not be successful and alternative funds not be available, the company may not be
able to continue as a going concern. No adjustments have been made relating to the
recoverability and classification of recorded asset amounts and classification of liabilities that
might be necessary should the company not continue as a going concern.

d) Comparative Figures

Where required by Accounting Standatds compatative infotmation has been adjusted to confirm
with changes in presentation for the current yeat, including reclassification of discontinued
operations.

Consolidated
December December
2006 2005
$ $
2. INCOME
Interest received 135,278 20,042
Government orants 647,255 365,669
Other income 40,650 36,931
823,183 422 642
3. ADMINISTRATION EXPENSES
Consulting fees 418,037 132,500
Depreciation 151,805 104,296
Office rental 162,181 107,836
Tegal & compliance costs 101,160 65,186
Administration salaties 276,120 179,482
Director salaries 490,885 126,499
Emplovment related costs 300,323 150,962
Travel costs 103,280 101,572
Utilities 35,701 23,768
Insuances 13,232 17,669
Share registtv costs 8,861 4 889
Repairs & maintenance 21,819 12,595
Other administration expenses 163,855 113,184
2,247.259 1,140,438
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Notes to the Financial Statements
for the half-year ended 31 December 2006

4. DISCONTINUED OPERATIONS

(a) Details of operations disposed

On 11 August 2006, the Company sold a 19.95% stake in BresaGen Limited to Hospira
Holdings (S.A.) Pty 1td at 14 cents per share. Effective from this date, CBio no longer held a
controlling interest in BresaGen. The Company subsequently accepted an offer from Hospira
Holdings (S.A.) Pty Ltd in October 2006 to purchase its remaining 17.1% stake in BresaGen Ltd
at 14 cents per share. The total proceeds from the sale of CBio’s holding in BresaGen was
$7,766,219. This represents a profit on sale of $6,699,032.

Consolidated
December December
2006 2005
$ $
(b) Financial performance of operations disposed
‘The results of the discontinued operations for the penod
until disposal are presented below:
Revenues 67,711 1,081,930
Expenses (322,246) (1,189,031)
Loss before income tax (254,535) (107,101)
Gain on disposal 6,699,032 -
Income tax expense | - -
Net profit/ (loss) 6,444,497 (107,101)
Net loss attrabutable to minority interest 160,306 58,611
Net profit/(loss) attributable to members of CBio Limited 6,604,803 (48,490)
(¢} Reconciliaton of gain on disposal
Consideration received on sale of investments 7,766,219
Less net assets disposed (1) 1,067,187
Gain on sale of investment 6,699,032

(1) Included n net assets disposed 1s cash of $284,028.
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Notes to the Financial Statements
for the half-year ended 31 December 2006

Consolidated
December December
2006 2005
$ 3
5. CONTRIBUTED EQUITY
Ordinary shares issued and fully paid at the beginning of 31,026,008 19,134,858
the half-year
Shares issued this half year
Shares issued to sophisticated investors 3,660,001 7,235,643
Shates issued on conversion of options 260,000 -
Shares issued via convertible note facility - 955,373
Share issue costs (108,000) (224,159)
Ordinary shares issued and fully paid at the end of the 34,838,009 27.101,715
half-year
6. ACCUMULATED LOSSES
Accumulated losses at the beginning of the petiod 32,191,808 20,244,553
Net loss atttibutable to members of the parent entity 1,931,927 6,077,090
Accumulated losses at the end of the period 34,123,735 26,321,643

7. SEGMENT INFORMATION

The company operates solely as a research & development company in the
biotechnology/pharmaceutical industty in Australia.

8. CONTINGENT ASSETS AND LIABILITIES

Secured Credit Note Facility

A convertible note facility was approved by Shateholders of BresaGen Limited at the Company’s
shareholdets meeting held on 11 October 2004 with CBio Limited.

As part of CBio’s agreement with Hospita Holdings (S.A.) Pty Ltd to sell its holding in
BresaGen, the secured credit note facility was cancelled and the contingent lability is now nil.

10
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Notes to the Financial Statements
for the half-year ended 31 December 2006

9. CHANGE IN COMPOSITION OF ENTITY

On 11 August 2006, CBio disposed of 19.95% of its stake in BresaGen Limited. Effective from
this date, CBio no longer held 2 controlling interest in BtesaGen. In October 2006, CBio
disposed of its remaining 17.1% stake in BresaGen. As at the date of this repott, the
consolidated entity consists only of Chio Limited. For further details please refer to Note 4
above.

10. RELATED PARTY TRANSACTIONS

Duting the period the company extended 2 loan to a ditector related entity, Australian
Technology Innovation Fund Limited. The loan is repayable on demand and interest is payable
monthly in arrears at the rate of 2% above the Reserve Bank of Australia’s key lending rate at the
time the loan was advanced. At 31 December 2006 an amount of $39,318 in outstanding interest
had been accrued on the principal balance of $1,034,000.

11. COMMITMENTS

As at the balance date, the Company had unfinalised contracts for clinical ttial and production of
Cpnl0. The estimated remaining contracted costs amount to approximately $2,398,568. It is
expected that these contracts will be finalised by 30 June 2007. Approximately $1,300,000 is
denominated in 2 foreign cutrency (Euro) and is fully unhedged.

In 2005, the Company enteted into a long-term property lease for purpose-built facilities which
expires in March 2012. Current lease payments are approximately $405,000 per annum. A
portion of the facilities has been sub-leased until November 2008 at approximately $73,000 per

annuim.

On 30 March 2001, the Company entered into a Royalty Agreement with CSL Limited (“CSL”).
This agreement was entered into contempotaneously with the Deed of Assignment, an
agreement which assigned CSL’s rights to its Research Agreement with UniQuest Pty Limited to
CSL for payment of $125,000. The Royalty Agreement stipulates that CBio is to pay toyalties to
CSL after commercialisation of products developed under the Research Agreement.

12. CORPORATE INFORMATION

CBio Limited is a company incorporated in Australia and limited by shares. The nature of the
opetrations and principal activities of the group ate contained i Note 7.

11
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Directors’ Declaration

In accordance with a resolution of the directors of CBio Limited, I state that:
In the opinion of the directors:
(a) the financial statements and notes of the company:

@ give a true and fair view of the company’s financial position as at 31 December
2006 and the petformance for the half-year ended on that date; and

(1) comply with Accounting Standard AASB 134 Interim Financial Reporting and the
Cotporations Regulations 2001; and

(b) Subject to the inherent uncertainty regarding the continuation as a going concern as
expressed in Note 1 to the financial report, that is, the ability of the company to pay its

debts as and when they fall due, there are reasonable grounds to believe the company will
be able to pay its debts as and when they become due and payable.

]

O alf of the Board

Stephen Jones
Chairman

Date: C‘] V\‘}.fdf\l@@/

12



EIIERN§T& %/OUNG ’ & 1 fagle Streel & Tel 61730713333

Brishane QLD 4000 Fax 6173011 3100
Australia

PO Box 7878
Wateriront Place
Brishane QLD 4001

Auditor’s Independence Declaration to the Directors of CBio Limited

In relation to our review of the financial report of CBio Limited for the half year ended 31
December 2006, to the best of my knowledge and belief, there have been no contraventions of the

auditor independence requirements of the Corporations Act 2001 or any applicable code of
professional conduct.

%LAS%WW

Emnst & Young

Winna Brown
Partner
q March 2007

Liability limited by a scheme approved under
Professional Standards Legisiation
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INDEPENDENT REVIEW REPORT rtormont bace

Brishane QLD 4001
To the members of CBio Limited

Report on the Half-Year Condensed Financial Report

We have reviewed the accompanying half year financial report of CBio Limited and the entities it
controlled during the half year, which comprises the condensed balance sheet as at 31 December
2006, and the condensed income statement, condensed statement of changes in equity and
condensed cash flow statement for the half year ended on that date, other selected explanatory notes
and the directors’ declaration.

Directors’ Responsibility for the half year Financial Report

The directors of the company are responsible for the preparation and fair presentation of the half
year financial report in accordance with Australian Accounting Standards (including the Australian
Accounting Interpretations) and the Corporations Act 2001. This responsibility includes designing,
implementing and maintaining internal controls relevant to the preparation and fair presentation of
the half year financial report that is free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express a conclusion on the half year financial report based on our review.
We conducted our review in accordance with Auditing Standard on Review Engagements ASRE
2410 Review of an Interim Financial Report Performed by the Independent Auditor of the Entity, in
order to state whether, on the basis of the procedures described, we have become aware of any
matter that makes us believe that the financial report is not in accordance with the Corporations Act
2001 including: giving a true and fair view of the consolidated entity’s financial position as at 31
December 2006 and its performance for the half year ended on that date; and complying with
Accounting Standard AASB 134 Interim Financial Reporting and the Corporations Regulations
2001 and other mandatory financial reporting requirements in Australia. As the auditor of CBio
Limited and the entities it controlled during the half year, ASRE 2410 requires that we comply with
the ethical requirements relevant to the audit of the annual financial report.

A review of a half year financial report consists of making enquiries, primarily of persons

responsible for financial and accounting matters, and applying analytical and other review

procedures. A review is substantially less in scope than an audit conducted in accordance with

Australian Auditing Standards and consequently does not enable us to obtain assurance that we

would become aware of all significant matters that might be identified in an audit. Accordingly, we
- do not express an audit opinion.

Independence

In conducting our review, we have complied with the independence requirements of the
Corporations Act 2001. We have given to the directors of the company a written Auditor’s
Independence Declaration, a copy of which is included in the Directors’ Report.

Liability limited by a scheme approved under
Professional Standards Legislation



S ERNST & YOUNG

Conclusion
Based on our review, which is not an audit, we have not become aware of any matter that makes us

believe that the interim financial report of CBio Limited and the entities it controlled during the half
year, is not in accordance with:

(@)  the Corporations Act 2001, including:

(1) giving a true and fair view of the consolidated entity’s financial position as at 31
December 2006 and of its performance for the half year ended on that date; and

(i)  complying with Accounting Standard AASB 134 Interim Financial Reporting and
the Corporations Regulations 2001; and

(b)  other mandatory financial reporting requirements in Australia.

Inherent Uncertainty Regarding Continuation of Going Concern _

Without qualification to the opinion expressed above, attention is drawn to the following matter.

As a result of the matters described in Note 1c to the financial statements “Going Concern”, there is
significant uncertainty whether the company will be able to continue as a going concern and
therefore whether it will realise its assets and extinguish its liabilities in the normal course of
business and at the amounts stated in the financial report. The financial report does not include any
adjustments relating to the recoverability and classification of recorded asset amounts or to the
amounts and classification of liabilities that might be necessary should the company not continue as
a going concern. '

Crnst W@w\_&/

Emst & Young

Winna Brown
Partner
Brisbane

f‘/l March 2007



