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Executive Director and Executive Officer Remuneration

Objective

The remuneration policy ensures that executives are

appropriately remunerated having regard to their relevant

experience, performance, the performance of the

Company, industry norms/standards and the general pay

environment as appropriate.

Structure

The non-executive directors are responsible for evaluating

the performance of the Managing Director, who in turn

evaluates the performance of all other senior executives.

The evaluation process is intended to assess the

Company’s business performance, whether long-term

strategic objectives are being achieved and the

achievement of individual performance objectives.

The performance of the managing director and senior

executives are monitored on an informal basis throughout

the year and a formal evaluation is performed annually. An

evaluation was conducted during the year of the managing

director’s and senior executives’ performance. 

Fixed Remuneration

Executives’ fixed remuneration comprises salary and

superannuation and is reviewed annually by the Managing

Director, and in turn, the Remuneration Committee. This

review takes into account the executives’ experience,

performance in achieving agreed objectives and market

factors as appropriate.

Variable Remuneration – Short Term Incentive Scheme

All executives are entitled to participate in the Employee

Short Term Incentive Scheme which provides for annual

cash bonuses for outstanding performance in the

achievement of key corporate and individual objectives.

The Remuneration Committee approves the issue of cash

bonuses following the recommendations of the Managing

Director in his review of the performance of the executives

and the company as a whole against agreed Key Result

Areas (KRA’s). 

Variable Remuneration – Long Term Incentive Scheme

Executives may also be provided with longer-term

incentives through the Company’s Employee Option Plan,

to allow the executives to participate in and benefit from

the growth of the Company as a result of their efforts and

to assist in motivating and retaining these key employees

over the long term. Due to the speculative nature of the

industry it is not appropriate to grant the exercise of

options subject to the satisfaction of traditional

performance conditions. Continued service is the

condition attached to the vesting of the options.

The Board at its discretion determines the total number of

options granted to each executive. The remuneration of

the 5 highest remunerated senior managers is detailed in

Table 2 on page 18.
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Table 1: Directors’ Remuneration for the year ended 30 June 2006

Share Options as a
Post Based % of total

Short Term employment Payments Total remuneration

Salary
& Fees Bonus Superannuation Options (a)

R Moses 2006 35,000 3,150 - 38,150 -

2005 35,000 3,150 4 38,154 0.01

M Diamond 2006 232,681 9,089 21,759 5,156 268,686 1.92

2005 227,228 18,000 22,071 45 267,345 0.01

C Belyea 2006 25,000 2,250 - 27,250 -

2005 25,000 2,250 30 27,280 0.11

S Crooke 2006 25,000 - - 25,000 -

2005 25,000 - 30 25,030 0.12

G Mitchell 2006 25,000 2,250 - 27,250 -

2005 25,000 2,250 4 27,254 0.01

G Werther 2006 25,000 2,250 - 27,250 -

2005 25,000 2,250 30 27,280 0.11

Table 2: Remuneration of the five named executives who receive the highest remuneration for the year ended 30 June 2006

Share Options as a
Post Based % of total

Short Term employment Payments Total remuneration

Salary 
& Fees Bonus Superannuation Options (c)

C Wraight 2006 179,720 12,286 17,281 1,289 210,575 0.61

2005 175,508 13,600 17,020 206,128 -

J Iswaran (a) 2006 79,560 - 4,328 1,289 85,177 1.51

2005 172,040 25,500 17,779 8 215,327 0.004

G Tachas 2006 161,135 6,294 15,069 1,289 183,787 0.70

2005 157,358 18,540 15,831 23 191,752 0.01

K Andrews 2006 84,490 2,816 7,858 773 95,937 0.81

2005 70,408 5,530 6,835 82,773 -

N Korchev (b) 2006 22,917 - 2,062 516 25,495 2.02

2005 25,000 - 2,250 3 27,253 0.01

(a) Resigned effective 11 October 2005

(b) Resigned effective 20 June 2006

(c) On 5 July 2005, the Company issued 4,000,000 options over ordinary shares to senior executives of the Company in accordance with the Company’s Employee
Option Plan. Each option entitles the holder to purchase 1 ordinary share in Antisense Therapeutics Limited at an exercise price of $0.072. There are no
performance conditions attached to the options. The options expire on 27 June 2013. The option holder may not exercise more than the following proportions
of options on the following dates:

Prior to 27 June 2006 0%
Between 28 June 2006 and 27 June 2007 20%
Between 28 June 2007 and 27 June 2008 40%
Between 28 June 2008 and 27 June 2009 60%
Between 28 June 2009 and 27 June 2010 80%
Between 28 June 2010 and 27 June 2013 100%

The options issued to directors and named executives have been allocated a total value of $10,312 for the current financial year and are included in the remuneration
of directors and named executives above. This amount has been determined by allocating the fair value of options issued over the vesting periods.

Details of the number of options issued, their related terms and conditions and valuation basis are set out in Note 11. These options are “out of the money” as at
the 2006 year-end (market share price $0.026).
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DIRECTORS’ MEETINGS

The number of meetings of the Board of Directors and of

Board Committees during the year was:

Board or Committee Number of Meetings

Full Board 12

Audit Committee 3

Remuneration Committee 2

The attendances of directors at meetings of the Board and

its Committees were:

Full Board Audit Remuneration

Robert W Moses 11[12] 3[3] 2[2]

Mark Diamond 12[12] -[-] - [-]

Chris Belyea 12[12] 3[3] 2[2]

Stanley Crooke 7[12] -[-] 2[2]

Graham Mitchell 10[12] -[-] 2[2]

George Werther 12[12] 3[3] 2[2]

Where a director did not attend all meetings of the Board

or relevant Committee, the number of meetings for which

the director was eligible to attend is shown in brackets. 

Committee membership

As at the date of this report, the Company had an Audit

Committee and a Remuneration Committee of the Board

of Directors.

Members acting on the committees of the Board during

the year were:

Audit Remuneration

C Belyea (Chairman) B Moses (Chairman)

B Moses C Belyea

G Werther S Crooke

G Mitchell

G Werther

AUDITOR INDEPENDENCE
AND NON-AUDIT SERVICES

The directors received the attached declaration from the

auditors of Antisense Therapeutics Limited.

NON-AUDIT SERVICES

The following non-audit services were provided by the

company’s auditor, Ernst & Young. The directors are

satisfied that the provision of non-audit services is

compatible with the general standard of independence for

auditors imposed by the Corporations Act. The nature and

scope of each type of non-audit service provided means

that auditor independence was not compromised.

Ernst & Young received the following amounts for the

provision of non-audit services:

Tax compliance services $2,000

Assurance related services $3,399

CORPORATE GOVERNANCE

In recognising the need for the highest standards of

corporate behaviour and accountability, the directors of

Antisense Therapeutics Limited support and adhere to

good corporate governance practices. The Company’s

corporate governance statement is contained in the

following section of this annual report.

This report has been signed in accordance with a

Resolution of the Directors made on 4 August 2006.

For and on behalf of the Board:

Mark Diamond

Director

Robert W Moses

Director

Melbourne 4 August 2006
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AUDITOR’S INDEPENDENCE DECLARATION TO THE DIRECTORS OF ANTISENSE
THERAPEUTICS LTD 

In relation to our audit of the financial report of Antisense Therapeutics Ltd for the financial year ended 30 June 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.

Ernst & Young

Denis Thorn

Partner

4 August 2006 
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The Board of Directors of Antisense Therapeutics Limited

is responsible for the corporate governance of the

Company and guides and monitors the business and

affairs of the Company on behalf of its shareholders.

The format of the Corporate Governance Statement is

based on the Australian Stock Exchange Corporate

Governance Council’s “Principles of Good Corporate

Governance and Best Practice Recommendations”. In

accordance with the Council’s recommendations, the

Corporate Governance Statement must contain certain

specific information and must disclose the extent to which

the company has followed the guidelines during the

period. Where a recommendation has not been followed,

that fact must be disclosed, together with the reasons for

the departure. Antisense Therapeutics Limited’s Corporate

Governance Statement is structured with reference to the

Corporate Governance Council’s principles and

recommendations, which are as follows:

Principle 1. Lay solid foundations for management

and oversight

Principle 2. Structure the board to add value

Principle 3. Promote ethical and responsible

decision making

Principle 4. Safeguard integrity in financial

reporting

Principle 5. Make timely and balanced disclosure

Principle 6. Respect the rights of shareholders

Principle 7. Recognise and manage risk

Principle 8. Encourage enhanced performance

Principle 9. Remunerate fairly and responsibly

Principle 10. Recognise the legitimate interests of

stakeholders

Antisense Therapeutics’ corporate governance practices

were in place throughout the year ended 30 June 2006 and

were, as best the company is able to assess, fully compliant

with the Council’s best practice recommendations with the

exception of two recommendations: one relating to the

number of independent directors on the Board and another

regarding the establishment of a nomination committee.

The reasons for these departures from the

Recommendations are explained in the section of this report

headed “Structure of the Board”.

For further information on corporate governance policies

adopted by Antisense Therapeutics, refer to its website:

http://www.antisense.com.au/companyinfo_governance.asp

Structure of the Board

The skills, experience and expertise relevant to the

position of director held by each director in office at the

date of this report are included in the Directors‘ Report

under the section headed “Directors”. The Company’s

Board Charter stipulates that at least 50% of the directors

on the Board should be independent directors. Directors

of Antisense Therapeutics Limited are considered to be

independent when they are independent of management

and free from any business or other relationship that could

materially interfere with the exercise of their independent

judgement.

In the context of director independence, to be considered

independent, a non-executive director may not have a

direct or indirect material relationship with the Company.

The Board considers that a material relationship is one

which impairs or inhibits, or has the potential to impair or

inhibit, a director’s exercise of judgement on behalf of the

Company and its shareholders.

From a quantitative perspective, an item is considered to

be quantitatively immaterial if it is equal to or less than 5%

of the relevant base amount. It is considered to be

material (unless there is qualitative evidence to the

contrary) if it is equal to or greater than 10% of the

relevant base amount. 

In accordance with the definition of independence above,

and the materiality thresholds described, the following

directors of Antisense Therapeutics are considered to be

independent:

Name Position

B Moses Chairman, Non-Executive Director

G Mitchell Non-Executive Director

C Belyea Non-Executive Director

As stated earlier, the Company’s Board Charter stipulates

that at least 50% of the directors of the Board should be

independent which is consistent with the current Board

structure. The Council’s Recommendation 2.1, however, is:

“A majority of the board should be independent

directors”. 

The current Board of Antisense Therapeutics (with the

exception of Dr Frank Bennett) was selected and

established before it listed on the Australian Stock

Exchange in December 2001. Each director was specifically

selected in order to provide the skills and experience to

fulfill the Company’s mission which is “to create, develop

and commercialise novel antisense pharmaceuticals”. The

existing Board members bring a combined experience to

the Company which includes: leading expertise in the field

CORPORATE GOVERNANCE
STATEMENT 



of antisense technology; experience in the clinical

development of therapeutics; commercialisation skills (for

example, experience in technology, IP and product out-

licensing and in-licensing ); knowledge of capital markets in

Australia and in the US and experience in raising capital;

broad scientific knowledge; medical and pharmaceutical

experience and experience in running listed (public)

biotechnology/biopharmaceutical companies.

The skills and combined experience of the directors have

been effectively applied to date and remain highly relevant

to ensuring the appropriate stewardship of Antisense

Therapeutics. For these reasons the Board does not

consider it necessary, at this stage, to appoint an additional

independent director merely for the purpose of obtaining a

majority of independent directors.

The term in office held by each director in office at the

date of this report is as follows:

Name Term in Office

B Moses 5 years

M Diamond 5 years

C Belyea 6 years

G Mitchell 5 years

G Werther 5 years

F Bennett less than 1 year

To ensure the Board is appropriately equipped to

discharge its responsibilities it has developed guidelines

for the nomination and selection of directors and for the

operation of the Board. As the Antisense Therapeutics’

Board is not a large board, a formal nomination committee

has not been established, as it is perceived that no real

efficiencies would be gained from the existence of such a

committee. The charter of the nomination committee has

been incorporated into the Board Charter and by this

action the Board of Directors considers all matters that

would be relevant for a nomination committee.

For additional details please refer to the Company’s Board

Charter on its website.

The Board has procedures to allow directors, in the

furtherance of their duties, to seek independent

professional advice at the Company’s expense.

Audit Committee

The Audit Committee operates under a charter approved

by the Board. It is the Board’s responsibility to ensure that

an effective control framework exists within the entity.

This includes ensuring that there are internal controls to

deal with both the effectiveness and efficiency of

significant business processes. This includes the

safeguarding of assets, the maintenance of proper

accounting records and the reliability of financial

information as well as non-financial considerations.

The Board has delegated the responsibility for the

establishment and maintenance of a framework of internal

control and ethical standards for the management of the

Company to the Audit Committee.

The Audit Committee also provides the Board with

additional assurance regarding the reliability of financial

information for inclusion in the financial statements.

All members of the Audit Committee are non-executive

directors. The members of the Audit Committee during the

year were Chris Belyea, Bob Moses and George Werther.

The Audit Committee is also responsible for nomination of

the external auditor and for reviewing the adequacy of the

scope and quality of the annual statutory audit and half

year statutory review. The Audit Committee Charter can be

found on the Company’s website.

Qualifications of audit committee members

C Belyea, non-executive director and chairman of the audit

committee, was the managing director of Metabolic

Pharmaceuticals Limited, a listed Australian

biopharmaceutical company and is currently Chief

Scientific Officer. In these roles he has experience with and

knowledge of financial reporting and risk management

processes relevant to the biotechnology industry.

B Moses draws on more than 35 years experience in the

pharmaceutical/biotechnology industry. He has held the

positions Vice President of CSL Limited, managing director

of commercial law firm Freehills and spent 17 years in

various management roles at the multinational

pharmaceutical company Eli Lilly. For details regarding

other non-executive Chairman positions currently held by

Bob, refer to the section headed “Directors” in the

Directors’ Report. 

G Werther is a Director of the Department of

Endocrinology and Diabetes at the Royal Children’s

Hospital (the Department) and the Centre for Hormone

Research at the hospital’s Murdoch Childrens Research

Institute (the Centre). He is accountable for and manages

the financial budgets for the Department and for

the Centre.
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For details on the number of meetings of the Audit

Committee held during the year and the attendees at

those meetings, refer to the Directors’ Report under the

section headed “Directors’ Meetings”.

Performance

Policies and procedures in place with respect to monitoring

the performance of the Board are set out in the Directors’

Report under the section headed “Remuneration Report”. 

Remuneration Committee

It is the Company’s objective to maintain a high quality

Board and executive team by remunerating directors and

key executives fairly and appropriately with reference to

relevant market conditions. To assist in achieving this

objective the Remuneration Committee remunerates

directors and executives having regard to their

performance and the performance of the Company.

The expected outcomes of the remuneration policies and

practices are to enable the Company to motivate, retain

and attract directors and executives who will create value

for shareholders.

Details relating to policy for performance evaluation and

the amount of remuneration (monetary and non-monetary)

paid to each director and to each of the five highest-paid

(non-director) executives during the year, are set out in the

Directors‘ Report under the section headed

“Remuneration Report”.

The members of the Remuneration Committee during the

year were all of the non-executive directors, being Bob

Moses, Chris Belyea, Stanley Crooke, Graham Mitchell and

George Werther. Details relating to performance

evaluation are set out in the section of this report headed

“Directors’ and Other Officers’ Remuneration”. For details

on the number of meetings of the Remuneration

Committee held during the year and the attendees at

those meetings, refer to the Directors’ Report under the

section headed “Directors’ Meetings”.
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Notes 2006 2005
$ $

Revenue 4 408,446 573,598

Other Income 76,416 274,635

Administrative expenses (1,171,051) (1,147,704)

Occupancy expenses (104,462) (99,032)

Depreciation expense (18,141) (21,315)

Patent expenses (216,136) (95,058)

Research and development expenses (2,986,989) (4,473,763)

Research and development expenses - amortisation of intellectual property (1,437,466) (1,277,500)

Share based payment (13,018) -

Loss before income tax (5,462,401) (6,265,839)

Income tax benefit - -

Net loss for the period (5,462,401) (6,265,839)

Net loss attributable to members of Antisense Therapeutics Limited (5,462,401) (6,265,839)

Earnings per share (cents per share)

- basic for profit for the year (1.53) (1.76)

- diluted for profit for the year (1.53) (1.76)

INCOME STATEMENT

For the Year Ended 30 June 2006
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Notes As at As at
30 June 2006 30 June 2005

$ $

ASSETS

Current Assets

Cash and cash equivalents 7 8,239,330 8,821,132

Trade and other receivables 8 91,593 83,662

Prepayments 318,327 395,924

Total Current Assets 8,649,250 9,300,718

Non-Current Assets

Property, plant and equipment 9 21,481 38,350

Intangible assets 10 445,534 1,883,000

Total Non-Current Assets 467,015 1,921,350

TOTAL ASSETS 9,116,265 11,222,068

LIABILITIES

Current Liabilities

Trade and other payables 12 216,453 249,267

Provisions 13 106,576 108,457

Total Current Liabilities 323,029 357,724

TOTAL LIABILITIES 323,029 357,724

NET ASSETS 8,793,236 10,864,344

EQUITY

Issued Capital 14 37,214,839 33,836,565

Accumulated losses 14 (29,160,507) (23,698,106)

Reserves 14 738,903 725,885

TOTAL EQUITY 8,793,236 10,864,344

BALANCE SHEET

As at 30 June 2006
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CASH FLOW STATEMENT

For the Year Ended 30 June 2006

Notes 2006 2005
$ $

Cash Flows from operating activities

Payments to suppliers and employees (4,434,395) (6,264,019)

Interest received 409,244 587,077

Receipt of government grants 69,213 94,814

Bank finance charges (2,561) (3,177)

Net cash flows used in operating activities (3,958,499) (5,585,305)

Cash Flows from investing activities

Purchase of property, plant and equipment (1,592) (11,995)

Net cash flows used in investing activities (1,592) (11,995)

Cash Flows from financing activities

Proceeds from issue of shares and options 3,600,100 1,168

Other (221,811) (3,968)

Net cash flows used in financing activities 3,378,289 (2,800)

Net increase / (decrease) in cash and cash equivalents (581,802) (5,600,100)

Cash and cash equivalents at beginning of period 8,821,132 14,421,232

Cash and cash equivalents at end of period 7 8,239,330 8,821,132
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STATEMENT OF CHANGES IN EQUITY

For the Year Ended 30 June 2006

Issued Retained Other Total
Capital Earnings Reserves Equity

$ $ $ $

At 1 July 2004 33,839,365 (17,432,267) 725,885 17,132,983

Loss for the period (6,265,839) (6,265,839)

Exercise of options 1,168 1,168

Transaction costs arising on share issues (3,968) (3,968)

Cost of share-based payment - -

At 30 June 2005 33,836,565 (23,698,106) 725,885 10,864,344

At 1 July 2005 33,836,565 (23,698,106) 725,885 10,864,344

Loss for the period (5,462,401) (5,462,401)

Exercise of options 100 100

Issue of shares 3,600,000 3,600,000

Transaction costs arising on share issues (221,826) (221,826)

Cost of share-based payment 13,018 13,018

At 30 June 2006 37,214,839 (29,160,507) 738,903 8,793,236
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NOTES TO THE FINANCIAL STATEMENTS

For the Year ended 30 June 2006

Note 1.  Corporate Information

The financial report of Antisense Therapeutics Limited (the Company) for the year ended 30 June 2006 was authorised for

issue in accordance with a resolution of the directors on 4 August 2006.

Antisense Therapeutics Limited is a company limited by shares incorporated in Australia whose shares are publicly traded

on the Australian Stock Exchange.

The principal activity of the company is to utilize antisense technology to develop therapeutics for important human

diseases.

Note 2.  Summary of Significant Accounting Policies

(a) Basis of Preparation

This financial report is a general-purpose financial report, which has been prepared in accordance with the requirements of

the Corporations Act 2001 and Australian Accounting Standards.

The financial report has been prepared in accordance with historical cost convention and is presented in Australian dollars.

(b) Statement of compliance

This financial report complies with Australian Accounting Standards, which include Australian equivalents to International

Financial Reporting Standards (‘AIFRS’). Compliance with AIFRS ensures that the financial report, comprising the financial

statements and notes thereto, complies with International Financial Reporting Standards (‘IFRS’).

This is the first financial report prepared based on AIFRS and comparatives for the year ended 30 June 2005 have been

restated accordingly. A summary of the significant accounting policies of the Group under AIFRS are disclosed below.

Australian Accounting Standards / UIG / Exposure Drafts that have recently been issued but are not yet effective have not

been adopted for the annual reporting period ending 30 June 2006:

Amendment Affected Nature of change to Application Application
Standard(s) accounting policy Date of date for

Standard company

Exposure Draft 146 AASB 2 – Definitions of vesting Reporting 30 June 2007
Share Based conditions and periods on or
Payment clarification of after 1 January

cancellations 2007

Exposure Draft 148 AASB 101 – Definitions of vesting To be determined To be determined
Presentation of conditions and
Financial Statements clarification of

cancellations

UIG 4 Determining whether 1 January 2006 31 December 
an Arrangement 2006
contains a Lease
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The following amendments, not yet effective are not applicable to the company and therefore have no impact.

AASB Amendment Affected Standard(s)

AASB 2005-1 AASB 139 Financial Instruments: Recognition and Measurement

AASB 2005-4 AASB 139 Financial Instruments: Recognition and Measurement, AASB 132 Financial

Instruments: Disclosure and Presentation, AASB 1 First-time adoption of AIFRS, AASB 1023

General insurance Contracts and AASB 1038 Life Insurance Contracts

AASB 2005-5 AASB 1 First-time adoption of AIFRS and AASB 139 Financial Instruments: Recognition

and Measurement 

AASB 2005-6 AASB 3 Business Combinations

AASB 2005-9 AASB 4 Insurance Contracts, AASB 1023 General insurance Contracts, AASB 139 Financial

Instruments: Recognition and Measurement and AASB 132 Financial Instruments: Disclosure

and Presentation

AASB 2005-10 AASB 132 Financial Instruments: Disclosure and Presentation, AASB 101 Presentation of

Financial Statements, AASB 114 Segment Reporting, AASB 117 Leases, AASB 133 Earnings

per Share, AASB 139 Financial Instruments: Recognition and Measurement, AASB 1 First-time

adoption of AIFRS, AASB 4 Insurance Contracts, AASB 1023 General insurance Contracts and

AASB 1038 Life Insurance Contracts

The following new standards, not yet effective are not applicable to the company and therefore have no impact.

New Standard / UIG
Affected Standard Affected Standard(s)

AASB 7 Financial Instruments: Disclosures

UIG 5 Rights to Interests in Decommissioning, Restoration and Environmental Rehabilitation Funds

UIG 7 Applying the Restatement Approach under AASB 129 Financial Reporting in

Hyperinflationary Economies

UIG 8 Scope of AASB 2

UIG 9 Reassessment of Embedded Derivatives

(c) Revenue Recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the entity and the revenue

can be reliably measured. The following specific recognition criteria must also be met before revenue is recognised:

Interest

Control of the right to receive the interest payment.

(d) Government Grants

Government grants are recognised when there is reasonable assurance that the grant will be received and all attaching

conditions will be complied with. 

When the grant relates to an expense item, it is recognised as income over the periods necessary to match the grant on a

systematic basis to the costs that it is expected to compensate.

Note 2.  Summary of Significant Accounting Policies (continued)
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(e) Borrowing costs

Borrowing costs are expensed as incurred.

(f) Leases

The minimum lease payments of operating leases, where

the lessor effectively retains substantially all of the risks and

benefits of ownership of the leased item, are recognised as

an expense on a straight-line basis.

(g) Cash and Cash Equivalents

Cash and short-term deposits in the balance sheet

comprise cash at bank and in hand and short-term

deposits with an original maturity of three months or less. 

For the purposes of the Cash Flow Statement, cash and

cash equivalents consist of cash and cash equivalents as

defined above, net of outstanding bank overdrafts.

(h) Other receivables

Receivables are recognised and carried at original invoice

amount less an allowance for any uncollectible amounts. 

An allowance for doubtful debt is made when there is

objective evidence that the Company will not be able to

collect the debts. Bad debts are written off when

identified.

(i) Foreign currency translation

Transactions in foreign currencies are converted to local

currency at the rate of exchange ruling at the date of the

transaction.

Amounts payable to and by the company outstanding at

reporting date and denominated in foreign currencies have

been converted to local currency using rates prevailing at

the end of the financial year.

All exchange differences are taken to profit and loss.

(j) Income Tax

Deferred income tax is provided on all temporary

differences at the balance date between the tax bases of

assets and liabilities and their carrying amounts for financial

reporting purposes.

Deferred income tax liabilities are recognised for all

taxable temporary differences except where the deferred

income tax liability arises from the initial recognition of an

asset or liability in a transaction that is not a business

combination and, at the time of the transaction, affects

neither the accounting profit nor taxable profit or loss.

Deferred income tax assets are recognised for all

deductible temporary differences, carry-forward of unused

tax assets and unused tax losses, to the extent that it is

probable that taxable profit will be available against which

the deductible temporary differences, and the carry-

forward of unused tax assets and unused tax losses can be

utilised except where the deferred income tax asset

relating to the deductible temporary difference arises from

the initial recognition of an asset or liability in a transaction

that is not a business combination and, at the time of

transaction, affects neither the accounting profit nor

taxable profit or loss.

The carrying amount of deferred income tax assets is

reviewed at each balance sheet date and reduced to the

extent that it is no longer probably that sufficient taxable

profit will be available to allow all or part of the deferred

income tax asset to be utilised.

Deferred income tax assets and liabilities are measured at

the tax rates that are expected to apply to the year when

the asset is realised or the liability is settled, based on tax

rates (and tax laws) that have been enacted or

substantively enacted at the balance sheet date.

Income taxes relating to items recognised directly in equity

are recognised in equity and not in the income statement.

(k) Goods & Services Tax

Revenues, expenses and assets are recognised net of the

amount of GST except:

> where the GST incurred on a purchase of goods and

services is not recoverable from the taxation authority,

in which case the GST is recognised as part of the cost

of acquisition of the asset or as part of the expense

item as applicable; and

> receivables and payables are stated with the amount of

GST included.

Cash flows arising from operating activities are included in

the Cash Flow Statement on a gross basis (i.e. including

GST) and the GST component of cash flows arising from

investing and financing activities, which is recoverable

from, or payable to, the taxation authority are classified as

operating cash flows. Commitments and contingencies are

disclosed net of the amount of GST recoverable from, or

payable to, the taxation authority. The net amount of GST

recoverable from or payable to, the taxation authority is

included as part of the receivables or payables in the

balance sheet.

(l) Property, plant and equipment

Plant and equipment are measured at cost and are

depreciated over their useful economic lives as follows:

Life Method

Equipment 3-5 years Straight line

and furniture

The carrying values of plant and equipment are reviewed

for impairment when events or changes in circumstances

indicate the carrying value may not be recoverable. If any

indication of impairment exists and where the carrying

value exceeds the estimated recoverable amount, the

assets are written down to their recoverable amount.

Note 2.  Summary of Significant Accounting Policies (continued)
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(m) Intangible Assets

Intangible assets are initially measured at cost. Following

initial recognition, intangible assets are carried at cost less

any accumulated amortisation and any accumulated

impairment losses. The useful lives of intangible assets are

assessed to be either finite or infinite. Intangible assets

with finite lives are amortised over the useful life and

assessed for impairment whenever there is an indication

that the intangible asset may be impaired. The

amortisation period and the amortisation method for an

intangible asset with a finite useful life is reviewed at least

at each financial year end. Changes in the expected useful

life or the expected pattern of consumption of future

economic benefits embodied in the asset are accounted

for by changing the amortisation period or method, as

appropriate, which is a change in an accounting estimate.

The amortisation expense on intangible assets with finite

lives is recognised in profit or loss in the expense category

consistent with the function of the intangible asset.

Intangible assets with indefinite useful lives are tested for

impairment annually. Such intangibles are not amortised.

The useful life of an intangible asset with an indefinite life

is reviewed each reporting period to determine whether

indefinite life assessment continues to e supportable. If

not, the change in the useful life assessment from

indefinite to definite is accounted for as a change in an

accounting estimate and is thus accounted for on a

prospective basis.

(n) Research and Development Costs

Research costs are expensed as incurred. 

An intangible asset arising from development expenditure

on an internal project is recognised only when the

company can demonstrate the technical feasibility of

completing the intangible asset so that it will be available

for use or sale, its intention to complete and its ability to

use or sell the asset, how the asset will generate future

economic benefits, the availability of resources to

complete the development and the ability to measure

reliably the expenditure attributable to the intangible asset

during its development. 

Following initial recognition of the development

expenditure, the cost model is applied requiring the asset

to be carried at cost less any accumulated amortisation

and accumulated impairment losses. Any expenditure so

capitalised is amortised over the period of expected

benefits from the related project.

The carrying value of an intangible asset arising from

development expenditure is tested for impairment annually

when the asset is not available for use, or more frequently

when an indication of impairment arises during the

reporting period.

(o) Impairment of property plant and equipment

The carrying values of plant and equipment are reviewed

for impairment at each reporting date, with recoverable

amount being estimated when events or changes in

circumstances indicate that the carrying value may be

impaired.

The recoverable amount of plant and equipment is the

higher of fair value less costs to sell and value in use. In

assessing value in use, the estimated future cash flows are

discounted to their present value using a pre-tax discount

rate that reflects current market assessments of the time

value of money and the risks specific to the asset.

An impairment exists when the carrying value of an asset

exceeds its estimated recoverable amount. The asset is

then written down to its recoverable amount.

(p) Payables

Payables are carried at amortised costs and represent

liabilities for goods and services provided to the company

prior to the end of the financial year that are unpaid and

arise when the company becomes obliged to make future

payments in respect of the purchase of these goods and

services.

(q)  Employee Benefits

(i) Wages, salaries and annual leave

Liabilities for wages and salaries, including non-monetary

benefits and annual leave expected to be settled within 12

months of the reporting date are recognised in other

provisions in respect of employees’ service up to the

reporting date. They are measured at the amounts

expected to be paid when the liabilities are settled. 

(ii) Long Service leave

The liability for long service leave is recognised for

employee benefits and measured as the present value of

expected future payments to be made in respect of

services provided by employees up to the reporting date

using the projected unit credit method. Consideration is

given to expected future wage and salary levels,

experience of employee departures, and periods of

service. Expected future payments are discounted using

market yields at the reporting date on national government

bonds with terms to maturity and currencies that match, as

closely as possible, the estimated future cash outflows.

Note 2.  Summary of Significant Accounting Policies (continued)
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(r) Share-based payment transactions

The company provides benefits to employees (including

directors) of the company in the form of share-based

payment transactions, whereby employees are provided

with long-term incentives through the company’s Employee

Option Plan. 

The cost of these transactions with employees is measured

by reference to the fair value at the date at which they are

granted. The fair value is determined by an external valuer

using a binomial option pricing model, further details of

which are given in note 11. The cost of these transactions is

recognised, together with a corresponding increase in

equity, over the period in which the options vest.

The cumulative expense recognised for equity-settled

transactions at each reporting date until vesting dates

reflects (i) the extent to which the vesting period has

expired and (ii) the number of awards that, in the opinion

of the directors of the company, will ultimately vest. No

expense is recognised for awards that do not ultimately

vest and an adjustment to the expense is made for awards

that will no longer vest. This opinion is formed based on

the best available information at balance date. 

(s) Contributed Equity

Issued and paid up capital is recognised at the fair value of

the consideration received by the company. Any

transaction costs arising on the issue of ordinary shares are

recognised directly in equity as a reduction (net of tax) of

the share proceeds received.

Note 3.  Segment Information

The company operates predominantly in one industry and

one geographical segment, those being the health care

industry and Australia respectively.

2006 2005
Note 4.  Revenues and Expenses $ $

(a) Revenue 

Interest from external parties 408,446 573,598

408,446 573,598

(b) Other Income 

Government grants released 94,716 213,736

Foreign exchange gains/(losses):

Realised (14,592) 41,727

Unrealised (3,709) 19,172

76,415 274,635

(c) Expenses

Depreciation 18,141 21,315

Amortisation of intangible 1,437,466 1,277,500

Employee benefits 1,392,266 1,433,032

Expense of share based payments 13,018 -

(t) Earnings per share

Basic EPS is calculated as net loss attributable to

members, adjusted to exclude costs of servicing equity

(other than dividends), divided by the weighted average

number of ordinary shares, adjusted for any bonus

element.

Diluted EPS is calculated as net loss attributable to

members, adjusted for:

> costs of servicing equity (other than dividends); 

> the after tax effect of dividends and interest associated

with dilutive potential ordinary shares that have been

recognised as expenses; and 

> other non-discretionary changes in revenues or

expenses during the period that would result from the

dilution of potential ordinary shares; divided by the

weighted average number of ordinary shares and

dilutive potential ordinary shares, adjusted for any

bonus element.

Note 2.  Summary of Significant Accounting Policies (continued)
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The estimated potential future income tax benefit not recognised at period end in respect of timing differences for the

company amounted to $26,622 (2005: $27,382).

The benefits of the tax losses and timing differences will only be realised if:

(i) the company derives future assessable income of a nature and amount sufficient to enable the benefit of the taxation

deductions to be realised;

(ii) the company continues to comply with the conditions for deductibility imposed by law; and

(iii) there are no changes in taxation legislation adversely affecting the company in realising the benefit from the

deductions for the losses.

2006 2005
Note 5.  Income Tax $ $

A reconciliation between income tax expense/(benefit)
and accounting profit/(loss) before income tax multiplied
by the Company’s applicable income tax rate is as follows:

Accounting loss before tax (5,462,401) (6,265,839)

At the company’s statutory income tax rate of 30% (1,638,720) (1,879,752)

Expenditure not allowable for income tax purposes:

Amortisation of intellectual property 431,240 383,250

Other 425 562

Research and development (36,192) (31,718)

Amortisation of equity raising costs (93,389) (80,079)

Amount (over)/under provided in prior years (13,035) (47,193)

Benefit of tax losses not brought to account 1,349,671 1,654,930

Total income tax benefit attributable to accounting loss - -

The estimated potential future income tax benefit at period end

calculated at 30% in respect of tax losses not brought to account is: 7,316,256 5,973,444

Note 6.  Earnings Per Share 2006 2005

Basic Earnings Per Share (cents per share) (1.53) (1.76)

Diluted Earnings Per Share (cents per share) (1.53) (1.76)

The following reflects the income and share data used in the calculations of basic and diluted earnings per share:

(a) Loss used in calculating basic and diluted (5,462,401) (6,265,839)

earnings per share (numerator)

(b) Number of Ordinary Shares 356,060,354 355,259,489

Weighted average number of ordinary shares on issue used

in the calculation of basic earnings per share (denominator)

(c) Potential Ordinary Shares Not Considered Dilutive. All potential ordinary shares, being options to acquire ordinar

shares, are not considered dilutive for the year ended 30 June 2006. 

(d) There have been no other conversions to, calls of, or subscription for ordinary shares or issues of potential ordinary

shares since the reporting date and before the completion of this financial report.
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2006 2005
Note 7.  Cash and Cash Equivalents $ $

Cash at bank (i) 1,239,330 2,821,132

Term deposits (ii) 7,000,000 6,000,000

8,239,330 8,821,132

(i) Cash at bank earns interest based on daily bank deposit rates. At year end the interest rate was 4.35%

(ii) Term deposits are with a major bank and are short term. The bank pays interest at current bank deposit rates. At year

end the average interest rate was 5.72%.

Reconciliation of net profit after tax to net cash flows from operations

Net loss (5,462,401) (6,265,839)

Adjustments for:

Unrealised foreign exchange (gain) / loss 3,709 (19,172)

Amortisation of intangibles 1,437,466 1,277,500

Depreciation expense 18,141 21,315

Share options expensed 13,018 -

Changes in assets and liabilities

(Increase) decrease in current receivables (7,718) 145,568

(Increase) decrease in other current assets 77,384 (103,104)

Increase (decrease) in payables (36,218) (611,519)

Increase (decrease) in employee provisions (1,880) (30,054)

Net cash from operating activities (3,958,499) (5,585,305)

2006 2005
Note 8.  Other Receivables $ $

Interest receivable – bank 35,244 36,042

Input tax credits 35,033 26,129

Other receivables 21,316 21,491

Total receivables 91,593 83,662



A
N

T
IS

E
N

S
E

T
H

E
R

A
P

E
U

T
IC

S
A

N
N

U
A

L
R

E
P

O
R

T
2

0
0

6
>

3
6

<

Note 9.  Property, Plant and Equipment

Year ended 30 June 2006 $

As at 1 July 2005, net of accumulated depreciation and impairment 38,350

Additions 1,272

Disposals -

Impairment -

Depreciation charge for the year (18,141)

At 30 June 2006, net of accumulated depreciation and impairment 21,481

At 1 July 2005 $

Cost or fair value 108,525

Accumulated depreciation or impairment (70,175)

Net carrying amount 38,350

At 30 June 2006 $

Cost or fair value 109,797

Accumulated depreciation or impairment (88,316)

Net carrying amount 21,481

Year ended 30 June 2005 $

As at 1 July 2004, net of accumulated depreciation and impairment 47,350

Additions 12,315

Disposals -

Impairment -

Depreciation charge for the year (21,315)

At 30 June 2005, net of accumulated depreciation and impairment 38,350

At 1 July 2004 $

Cost or fair value 96,210

Accumulated depreciation or impairment (48,860)

Net carrying amount 47,350

At 30 June 2005 $

Cost or fair value 108,525

Accumulated depreciation or impairment (70,175)

Net carrying amount 38,350
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Note 10.  Intangible Assets

At 1 July 2005 $

Cost (gross carrying amount) (a) 6,387,500

Accumulated amortisation and impairment (b) (4,504,500)

Net carrying amount 1,883,000

Year ended 30 June 2006 $

At 1 July 2005, net of accumulated amortisation and impairment 1,883,000

Additions -

Disposals -

Impairment (159,966)

Amortisation (1,277,500)

At 30 June 2006, net of accumulated amortisation and impairment 445,534

At 30 June 2006 $

Cost (gross carrying amount) (a) 6,387,500

Accumulated amortisation and impairment (b) (5,941,966)

Net carrying amount 445,534

At 1 July 2004 $

Cost (gross carrying amount) (a) 6,387,500

Accumulated amortisation and impairment (b) (3,227,000)

Net carrying amount 3,160,500

Year ended 30 June 2005 $

At 1 July 2004, net of accumulated amortisation and impairment 3,160,500

Additions -

Disposals -

Impairment -

Amortisation (1,277,500)

At 30 June 2005, net of accumulated amortisation and impairment 1,883,000

At 30 June 2005 $

Cost (gross carrying amount) (a) 6,387,500

Accumulated amortisation and impairment (b) (4,504,500)

Net carrying amount 1,883,000
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(a) The intangible assets relate to certain rights granted to Antisense Therapeutics Limited by Isis Pharmaceuticals Inc.

upon listing of the company. The main features of the agreement are as follows:

> Isis Pharmaceuticals Inc. (“Isis”) has granted Antisense Therapeutics Limited rights to use Isis technology (i.e. Isis’

patented technology) to commercialise antisense drugs to a number of protein targets (i.e. a research licence for each

protein target). A certain number of these research licences to protein targets are also extendible to commercialisation

licences.

> The agreements with Isis provide access to and assistance in expanding Antisense Therapeutics Limited’s drug pipeline

and also provide access to and assistance in the company’s development projects including an exclusive license to a

multiple sclerosis drug in Isis’ preclinical pipeline; access to Isis manufacturing for provision of bulk quantities of

antisense compounds for clinical trials; and access to Isis’ preclinical development services for a sufficient period to

allow smooth technology transfer.

(b) The intangible assets are amortised on a straight-line basis over the term of the rights granted, which is currently

expected to be five years.

Note 11.  Share Based Payment Plans

Executives may also be provided with longer-term incentives through the Company’s Employee Option Plan, to allow the

executives to participate in and benefit from the growth of the Company as a result of their efforts and to assist in

motivating and retaining these key employees over the long term. There are currently 10 employees eligible to participate

in this scheme. Options issued to employees are not listed options and as such do not have a readily available market

value.

The following table illustrates the number and weighted average exercise price of and movements in share options issued

during the year:

2006 2005

Number of Weighted Number of Weighted
options average options average

exercise price exercise price

Balance at beginning of year 5,200,000 0.20 5,200,000 0.20

- granted 5,050,000 0.07

- exercised - -

- expired (5,200,000) 0.20 - 0.20

Balance at end of year 5,050,000 0.07 5,200,000 0.20

Exercisable at end of year 1,010,000 0.07 5,200,000 0.20

Note 10.  Intangible Assets (continued)
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The following summarises information about options held by employees as at 30 June 2006:

Number of Average

Options Grant Date Vesting Dates Expiry Date Exercise Price

28 June 2006 – 20%

28 June 2007 – 20%

5,050,000 5 July 2005 28 June 2008 – 20% 27 June 2013 $0.07

28 June 2009 – 20%

28 June 2010 – 20%

Each option entitles the holder to purchase 1 ordinary share in Antisense Therapeutics Limited at an exercise price of

$0.072. There are no performance conditions attached to the options, and the option holder may not exercise more than

the following proportions of options on the following dates:

Prior to 27 June 2006 0%

Between 28 June 2006 and 27 June 2007 20%

Between 28 June 2007 and 27 June 2008 40%

Between 28 June 2008 and 27 June 2009 60%

Between 28 June 2009 and 27 June 2010 80%

Between 28 June 2010 and 27 June 2013 100%

The fair value of the options granted under the Employee Option Plan is estimated as at the grant date using a binomial

model taking into account the terms and conditions upon which the options were granted. 

The value of the options attributed to remuneration of directors and employees for the current financial year total $13,018

and represent the amount that has been determined by allocating the fair value of options issued over the vesting period.

Dividend yield -

Expected volatility 50.00%

Risk-free interest rate 5.16%

Expected life of option (years) 5.21

Option exercise price $0.072

Weighted average share price at grant date $0.043

The expected life of the option is based on historical data and is not necessarily indicative of exercise patterns that may

occur. The expected volatility reflects the assumption that the historical volatility is indicative of future trends, which may

also not necessarily be the actual outcome. 

These options are “well out of the money” as at the 2006 year-end (market share price $0.026).

The following table lists the inputs to the model used to determine the value of the options issued during the year.

Note 11.  Share Based Payment Plans (continued)
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2006 2005
Note 12.  Trade and Other Payables $ $

Accounts payable (a) 24,493 43,564

Accrued expenses (unsecured) (a) 190,818 204,564

Other payables 1,142 1,139

Total current payables 216,453 249,267

(a) Accounts payable and accrued expenses are non-interest bearing and are normally settled on 30 day terms.

2006 2005
Note 13.  Provisions $ $

Employee Benefits

At beginning of the period 108,457 138,512

Arising during the year 111,825 132,438

Utilised (108,099) (155,589)

Unused amounts reversed (4,059) (574)

Discount rate adjustment (5,490) (6,330)

At end of the period 102,974 108,457

Superannuation Expense 119,957 129,461
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2006 2005
Note 14.  Contributed Equity and Reserves $ $

Ordinary shares

Issued and fully paid 37,214,839 33,836,565

37,214,839 33,836,565

Movement in ordinary shares on issue No. of shares $

At 1 July 2005 355,261,090 33,836,565

Shares issued during the period 109,090,909 3,600,000

Transaction costs arising on share issue - (221,826)

Issued during the period for cash on exercise of share options 500 100

At 30 June 2006 464,352,499 37,214,839

Movement in ordinary shares on issue No. of shares $

At 1 July 2004 355,255,250 33,839,365

Shares issued during the period - -

Transaction costs arising on share issue - (3,968)

Issued during the period for cash on exercise of share options 5,840 1,168

At 30 June 2005 355,261,090 33,836,565

Option Reserve

(a)  Nature and purpose of reserve

The option reserve recognises the proceeds from the issue of options over ordinary shares. Upon exercise or lapse of these

options, amounts recorded in the option reserve are transferred to contributed equity or accumulated losses respectively.

2006 2005

No of No of
Options $ Options $

Balance at beginning of period 125,160,025 725,885 125,165,865 725,885

Issued during the period 5,050,000 - - -

Share-based payments - 13,018 - -

Exercise of options (500) - (5,840) -

Options expired (13,700,000) - - -

Balance at period end 116,509,525 738,903 125,160,025 725,885

(b)  Movement in Option Reserve
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No. of Options

Date of Issue 05/07/05 26/02/02 19/12/01 3/12/01 15/11/01 15/11/01

On issue at beginning of year - 58,960 32,500 11,700 2,000 20,000

(‘000)

Issued during the year 5,050 - - - - -

(‘000)

Exercised during the year - (1) - - - -

(‘000)

Expired during the year - - - (11,700) (2,000) -

(‘000)

Outstanding at balance date 5,050 58,959 32,500 - - 20,000

(‘000)

Expired subsequent to balance date - - -

(‘000)

Outstanding at date of Directors’ 5,050 58,959 32,500 - - 20,000

Report (‘000)

Number of recipients 11 3,379 1,240 1

Exercise price $0.07 $0.20 $0.20 $0.20

Exercise period from 28/06/06 26/02/02 19/12/01 15/11/01

To (expiration day) 27/06/13 01/02/07 01/02/07 30/11/06

The following proportion of options vest from the dates shown:

100% 26/02/02 19/12/01 15/11/01

20% 27/06/06

20% 27/06/07

20% 27/06/08

20% 27/06/09

20% 27/06/10

2006 2005
Accumulated Losses $ $

Accumulated losses at the beginning of the financial year (23,698,106) (17,432,267)

Net loss (5,462,401) (6,265,839)

Accumulated losses at the end of the financial year (29,160,507) (23,698,106)

Note 14.  Contributed Equity and Reserves (continued)
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Note 15.  Commitments and Contingencies

(a)  Expenditure commitments relating to research and development are payable as follows:

2006 2005
$ $

Not later than one year 2,831,448 409,994

Later than one year and not later than five years - 13,132

2,831,448 423,126

(b)  Lease expenditure commitments:

Not later than one year 138,954 190,335

Later than one year and not later than five years - -

138,954 190,335

The lease expenditure commitments relate to the leasing of office premises and laboratory space. The leases in respect to

the office premises are for a term of one year with a renewal option for a further one year. The lease relating to laboratory

space is for a term of six months ending on 31 December 2006.

Note 16.  Related Party Disclosures

The following table provides the amount of transactions that were entered into with related parties for the relevant

financial year:

Sales to Purchases from Amounts owed Amounts owed by
related parties related parties to related related parties

Related Party: parties

Circadian Technologies Limited

2006 - 1,411 - -

2005 - 1,541 - -

Entity with significant influence over the company

Circadian Technologies Ltd owns 22.13% of the ordinary shares in Antisense Therapeutics Limited.(2005: 20.39%)
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Note 17.  Auditors’ Remuneration

The auditor of Antisense Therapeutics Limited is Ernst & Young.

Remuneration received by the auditor for: 2006 2005
Amounts received by Ernst & Young Australia for: $ $

> an audit or review of the financial report of the entity 32,960 26,490

> other services in relation to the entity

- tax compliance 2,000 3,200

- assurance related 3,399 5,000

Total 38,359 34,690

Note 18.  Key Management Personnel Compensation

(a)  Details of Key Management Personnel

(i) Directors

R W Moses Chairman (non-executive)

M Diamond Managing Director

C Belyea Director (non-executive)

S Crooke Director (non-executive)

G Mitchell Director (non-executive)

G Werther Director (non-executive)

(ii) Executives

J Iswaran Development Director

(resigned 11/10/05)

C Wraight Research Director

G Tachas Director, Drug Discovery & Patents

K Andrews Chief Financial Officer

(and Company Secretary from 20/06/06)

N Korchev Company Secretary

(resigned 20/06/06)

(b)  Compensation of Specified Directors

and Specified Executives

Remuneration Policy

The remuneration policy ensures that directors and senior

management are appropriately remunerated having regard

to their relevant experience, performance, the

performance of the Company, industry norms/standards

and the general pay environment as appropriate. The

remuneration policy has been established to enable the

Company to attract, motivate and retain suitably qualified

directors and senior management who will create value for

shareholders.

Remuneration Committee

The Remuneration Committee of the Board of Directors of

Antisense Therapeutics Limited is responsible for

overseeing the remuneration policy of the Company and

for recommending or making such changes to the policy as

it deems appropriate. 

Non-executive Director Remuneration

Objective

The remuneration policy ensures that non-executive

directors are appropriately remunerated having regard to

their relevant experience, performance, the performance of

the Company, industry norms/standards and the general

pay environment as appropriate.

Structure

The Company’s constitution and the ASX Listing Rules

specify that the aggregate remuneration of non-executive

directors shall be determined from time to time by a

general meeting. An amount (not exceeding the amount

approved at the General Meeting) is determined by the

Board and then divided between the non-executive

directors as agreed. The latest determination was at the

General Meeting on 13 November 2001 when shareholders

approved the aggregate maximum sum to be paid or

provided as remuneration to the directors as a whole

(other than the Managing Director or an Executive

Director) for their services as $300,000 per annum.

Currently, non-executive directors are remunerated to an

aggregate of $135,000 per annum.

The manner in which the aggregate remuneration is

apportioned amongst non-executive directors is reviewed

periodically 

The Board is responsible for reviewing its own

performance. Board performance is monitored on an

informal basis throughout the year and a formal evaluation

is performed annually following the end of the fiscal year.
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Executive Director and Executive officer Remuneration

Objective

The remuneration policy ensures that executives are

appropriately remunerated having regard to their relevant

experience, performance, the performance of the

Company, industry norms/standards and the general pay

environment as appropriate.

Structure

The non-executive directors are responsible for evaluating

the performance of the managing director, who in turn

evaluates the performance of all other senior executives.

The evaluation process is intended to assess the

Company’s business performance, whether long-term

strategic objectives are being achieved and the

achievement of individual performance objectives.

The performance of the managing director and senior

executives are monitored on an informal basis throughout

the year and a formal evaluation is performed annually. An

evaluation was conducted during the year of the

managing director’s and senior executives’ performance. 

Fixed Remuneration

Executives’ fixed remuneration comprises salary and

superannuation and is reviewed annually by the Managing

Director, and in turn, the Remuneration Committee. This

review takes into account the executives’ experience,

performance in achieving agreed objectives and market

factors as appropriate.

Variable Remuneration – Short Term Incentive Scheme

All executives are entitled to participate in the Employee

Short Term Incentive Scheme which provides for annual

cash bonuses for outstanding performance in the

achievement of key corporate and individual objectives.

The Remuneration Committee approves the issue of cash

bonuses following the recommendations of the Managing

Director in his review of the performance of the executives

and the company as a whole against agreed Key Result

Areas (KRA’s). 

Variable Remuneration – Long Term Incentive Scheme

Executives may also be provided with longer-term

incentives through the Company’s Employee Option Plan,

to allow the executives to participate in and benefit from

the growth of the Company as a result of their efforts and

to assist in motivating and retaining these key employees

over the long term. Due to the speculative nature of the

industry it is not appropriate to grant the exercise of

options subject to the satisfaction of traditional

performance conditions. Continued service is the condition

attached to the vesting of the options. The Board at its

discretion determines the total number of options granted

to each executive. 

Note 18.  Key Management Personnel Compensation (continued)
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Table 1:  Compensation of Key Management Personnel for the year ended 30 June 2006

2006 Short Term Post Share Based Total

employment Payments

Salary & Fees Bonus Superannuation Options

Directors

R Moses 35,000 - 3,150 - 38,150

M Diamond 232,682 9,089 21,759 5,156 268,686

C Belyea 25,000 - 2,250 - 27,250

S Crooke 25,000 - - - 25,000

G Mitchell 25,000 - 2,250 - 27,250

G Werther 25,000 - 2,250 - 27,250

Executives

J Iswaran (i) 79,560 - 4,328 1,289 85,177

C Wraight 179,720 12,286 17,281 1,289 210,575

G Tachas 161,135 6,294 15,069 1,289 183,787

K Andrews 84,490 2,816 7,858 773 95,937

N Korchev(ii) 22,917 - 2,062 516 25,495

895,503 30,485 78,257 10,312 1,014,557

(i) Resigned effective 11 October 2005
(ii) Resigned effective 20 June 2006

2005 Short Term Post Share Based Total

employment Payments

Salary & Fees Bonus Superannuation Options

Directors

R Moses 35,000 - 3,150 4 38,154

M Diamond 227,228 18,000 22,071 45 267,344

C Belyea 25,000 - 2,250 30 27,280

S Crooke 25,000 - - 30 25,030

G Mitchell 25,000 - 2,250 4 27,254

G Werther 25,000 - 2,250 30 27,280

Executives

J Iswaran 172,040 25,500 17,779 8 215,327

C Wraight 175,508 13,600 17,020 206,128

G Tachas 157,358 18,540 15,831 23 191,752

K Andrews 70,408 5,530 6,835 82,773

N Korchev 25,000 - 2,250 3 27,253

962,542 81,170 91,686 177 1,135,575

Note 18.  Key Management Personnel Compensation (continued)
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(c)  Compensation options: Granted and vesting during the year

During the financial year options were granted as equity compensation under the long-term incentive scheme to certain

key management personnel as disclosed above. No share options were granted to the non-executive directors under this

scheme. Each option entitles the holder to purchase one ordinary share of the company on exercise of the option.

The options expire on 27 June 2013 and have an exercise price of 7.2 cents each.

The option holder may not exercise more than the following proportions of options on the following dates:

Prior to 27 June 2006 0%

Between 28 June 2006 and 27 June 2007 20%

Between 28 June 2007 and 27 June 2008 40%

Between 28 June 2008 and 27 June 2009 60%

Between 28 June 2009 and 27 June 2010 80%

Between 28 June 2010 and 27 June 2013 100%

For further details of options refer to note 11.

Note 18.  Key Management Personnel Compensation (continued)

Vested Granted Terms & Conditions for each Grant

No. No. Grant Fair value Exercise Expiry Date First Last
Date of options price per Exercise Exercise

at grant option Date Date
date (note 11)

2006 (note 11)

Directors

M Diamond 400,000 2,000,000 05/07/06 5,156 $0.072 27/06/13 27/06/06 27/06/13

Executives

J Iswaran 100,000 500,000 05/07/06 1,289 $0.072 27/06/13 27/06/06 27/06/13

C Wraight 100,000 500,000 05/07/06 1,289 $0.072 27/06/13 27/06/06 27/06/13

G Tachas 100,000 500,000 05/07/06 1,289 $0.072 27/06/13 27/06/06 27/06/13

K Andrews 60,000 300,000 05/07/06 773 $0.072 27/06/13 27/06/06 27/06/13

N Korchev 40,000 200,000 05/07/06 516 $0.072 27/06/13 27/06/06 27/06/13

Total 800,000 4,000,000
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Vested Granted Terms & Conditions for each Grant

No. No. Grant Fair value Exercise Expiry Date First Last
Date of options price per Exercise Exercise

at grant option Date Date
2005 date

Directors

R W Moses 100,000 03/12/01 4 $0.20 31/07/05 01/08/02 31/07/05

M Diamond 1,200,000 03/12/01 45 $0.20 31/07/05 01/08/02 31/07/05

C Belyea 800,000 03/12/01 30 $0.20 31/07/05 01/08/02 31/07/05

S Crooke 800,000 15/11/01 30 $0.20 31/07/05 01/08/02 31/07/05

G Mitchell 100,000 03/12/01 4 $0.20 31/07/05 01/08/02 31/07/05

G Werther 800,000 03/12/01 30 $0.20 31/07/05 01/08/02 31/07/05

Executives

J Iswaran 200,000 - 03/12/01 8 $0.20 31/07/05 01/08/02 31/07/05

C Wraight - - -

G Tachas 600,000 - 03/12/01 23 $0.20 31/07/05 01/08/02 31/07/05

K Andrews - - - -

N Korchev 80,000 - 03/12/01 3 $0.20 31/07/05 01/08/02 31/07/05

Total 4,680,000 -

Note 18.  Key Management Personnel Compensation (continued)
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Total
Balance at Exercisable

Balance at Granted as Options Net Change 30 June (Vested at 30
30 June 2006 1 July 2005 remuneration Exercised Other 2006 June 2006)

Directors

R Moses 375,000 - - (250,000) 125,000 125,000

M Diamond 3,075,000 2,000,000 - (3,000,000) 2,075,000 475,000

C Belyea (a) 2,337,000 - - (2,000,000) 337,000 337,000

S Crooke (b) 22,000,000 - - (2,000,000) 20,000,000 20,000,000

G Mitchell 250,000 - - (250,000) - -

G Werther 2,012,500 - - (2,000,000) 12,500 12,500

Executives

J Iswaran 625,000 500,000 - (500,000) 625,000 225,000

C Wraight 2,000,000 500,000 - (2,000,000) 500,000 100,000

G Tachas (c) 1,625,000 500,000 - (1,500,000) 625,000 225,000

K Andrews - 300,000 - - 300,000 60,000

N Korchev 200,000 200,000 - (200,000) 200,000 40,000

Total 34,499,500 4,000,000 - (13,700,000) 24,799,500 21,599,500

(d)  Option holdings of Key Management Personnel

(a)  277,000 options held by an entity in which director has a beneficial interest

(b)  Options held by entity in which director has a beneficial interest

(c)  62,500 options held by an entity in which specified executive has a beneficial interest

Total
Balance at Exercisable

Balance at Granted as Options Net Change 30 June (Vested at 30
30 June 2005 1 July 2004 remuneration Exercised Other 2005 June 2005)

Directors

R Moses 375,000 - - - 375,000 375,000

M Diamond 3,075,000 - - - 3,075,000 3,075,000

C Belyea (a) 2,337,000 - - - 2,337,000 2,337,000

S Crooke (b) 22,000,000 - - - 22,000,000 22,000,000

G Mitchell 250,000 - - - 250,000 250,000

G Werther 2,012,500 - - - 2,012,500 2,012,500

Executives

J Iswaran 625,000 - - - 625,000 625,000

C Wraight 2,000,000 - - - 2,000,000 2,000,000

G Tachas (c) 1,625,000 - - - 1,625,000 1,625,000

K Andrews - - - - - -

N Korchev 200,000 - - - 200,000 200,000

Total 34,499,500 - - - 34,499,500 34,499,500

Note 18.  Key Management Personnel Compensation (continued)
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(e)  Share holdings of Key Management Personnel

Balance at Granted as Net Change On Exercise Balance at
30 June 2006 1 July 2005 Remuneration Other of Options 30 June 2006

Directors

R Moses 288,462 - - - 288,462

M Diamond 199,743 - - - 199,743

C Belyea (a) 500,000 - - - 500,000

S Crooke (b) 40,333,333 - - - 40,333,333

G Mitchell - - - - -

G Werther 1,712,500 - - - 1,712,500

Executives

J Iswaran 250,000 - - - 250,000

C Wraight 1,687,500 - - - 1,687,500

G Tachas (c) 250,000 - - - 250,000

K Andrews - - - - -

N Korchev - - - - -

Total 45,221,538 - - - 45,221,538

Balance at Granted as Net Change On Exercise Balance at
30 June 2005 1 July 2004 Remuneration Other of Options 30 June 2005

Directors

R Moses 288,462 - - - 288,462

M Diamond 199,743 - - - 199,743

C Belyea (a) 500,000 - - - 500,000

S Crooke (b) 40,333,333 - - - 40,333,333

G Mitchell - - - - -

G Werther 1,712,500 - - - 1,712,500

Executives

J Iswaran 250,000 - - - 250,000

C Wraight 1,687,500 - - - 1,687,500

G Tachas (c) 250,000 - - - 250,000

K Andrews - - - - -

N Korchev - - - - -

Total 45,221,538 - - - 45,221,538

(a) all shares held by entity in which director has a beneficial interest.

(b) all shares held by an entity in which director has a beneficial interest.

(c) 125,000 shares held by an entity in which specified executive has a beneficial interest.

Note 18.  Key Management Personnel Compensation (continued)
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(f)  Other Transactions with Key Management Personnel

The following transactions and balances were held with director related entities during the year ended 30 June 2006:

(i) Dr Stanley Crooke, a director of the company is also a director of Isis Pharmaceuticals Inc (‘Isis’). During the year Isis

provided various research and development related services to the company. The company paid Isis $296,244 for these

services and at year-end owes Isis $32,151 for services not invoiced.

(ii) Professor George Werther, a director of the company is an executive officer of the Murdoch Childrens Research

Institute (‘MCRI’). During the year the MCRI provided research related services to the company. The company paid

MCRI $158,356 for these services and at year end the company owes the MCRI $11,522 for services incurred. 

Note 19.  Transition to AIFRS

For all periods up to and including the year ended 30 June 2005, the company prepared its financial statements in

accordance with the Australian generally accepted accounting practice (AGAAP). These financial statements for the year

ended 30 June 2006 are the first the company is required to prepare in accordance with Australian equivalents to

International Financial Reporting Standards (AIFRS).

Accordingly, the company has prepared financial statements that comply with AIFRS applicable for periods beginning on or

after 1 January 2005 and the significant accounting policies meeting those requirements are described in note 2.

Exemptions applied

The company has made its election in relation to the transitional exemptions allowed by AASB 1 ‘First-time Adoption of

Australian Equivalents to International Financial Reporting Standards as follows:

Share Based Payment Transactions

AASB 2 ‘Share-Based Payments’ is applied only to equity instruments granted after 7 November 2002 that had not vested

on or before 1 January 2005.

There were no adjustments as a result of the adoption of AIFRS.

Note 18.  Key Management Personnel Compensation (continued)
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DIRECTORS’ DECLARATION

In accordance with a resolution of the directors of Antisense Therapeutics Limited, we state that:

In the opinion of the directors:

(a)  the financial statements and notes of the company:

(i) give a true and fair view of the financial position as at 30 June 2006 and the performance for the year ended on

that date; and

(ii) comply with Accounting Standards and Corporations Regulations 2001; and

(b)  there are reasonable grounds to believe that the company will be able to pay its debts as and when they become due and

payable.

This declaration has been made after receiving the declarations required to be made to the directors in accordance with

section 295A of the Corporations Act 2001 for the period ending 30 June 2006.

On behalf of the Board

Robert W Moses

Chairman

Mark Paul Diamond

Managing Director

Melbourne, 4 August 2006
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Scope

The financial report, remuneration disclosures and directors’ responsibility

The financial report comprises the balance sheet, income statement, statement of changes in equity, statement of cash

flows, accompanying notes to the financial statements, and the directors’ declaration for Antisense Therapeutics Ltd (the

company), for the year ended 30 June 2006.

The company has disclosed information as required by paragraphs Aus 25.4 to Aus 25.7.2 of Accounting Standard 124

Related Party Disclosures (“remuneration disclosures”), under the heading “Remuneration Report of the directors’ report,

as permitted by Corporations Regulation 2M.6.04.

The directors of the company are responsible for preparing a financial report that gives a true and fair view of the financial

position and performance of the company, and that complies with Accounting Standards in Australia, in accordance with

the Corporations Act 2001. This includes responsibility for the maintenance of adequate accounting records and internal

controls that are designed to prevent and detect fraud and error, and for the accounting policies and accounting estimates

inherent in the financial report. The directors are also responsible for the remuneration disclosures contained in the

directors’ report.

Audit approach

We conducted an independent audit of the financial report in order to express an opinion to the members of the company.

Our audit was conducted in accordance with Australian Auditing Standards in order to provide reasonable assurance as to

whether the financial report is free of material misstatement and the remuneration disclosures comply with Accounting

Standard AASB 124 Related Party Disclosures. The nature of an audit is influenced by factors such as the use of

professional judgement, selective testing, the inherent limitations of internal control, and the availability of persuasive

rather than conclusive evidence.  Therefore, an audit cannot guarantee that all material misstatements have been

detected.

We performed procedures to assess whether in all material respects the financial report presents fairly, in accordance with

the Corporations Act 2001, including compliance with Accounting Standards in Australia, and other mandatory financial

reporting requirements in Australia, a view which is consistent with our understanding of the company’s financial position,

and of their performance as represented by the results of their operations and cash flows and whether the remuneration

disclosures comply with Accounting Standard AASB 124 Related Party Disclosures.

We formed our audit opinion on the basis of these procedures, which included:

> examining, on a test basis, information to provide evidence supporting the amounts and disclosures in the financial

report and the remuneration disclosures; and

> assessing the appropriateness of the accounting policies and disclosures used and the reasonableness of significant

accounting estimates made by the directors.

While we considered the effectiveness of management’s internal controls over financial reporting when determining the

nature and extent of our procedures, our audit was not designed to provide assurance on internal controls.

We performed procedures to assess whether the substance of business transactions was accurately reflected in the

financial report and the remuneration disclosures.  These and our other procedures did not include consideration or

judgement of the appropriateness or reasonableness of the business plans or strategies adopted by the directors and

management of the company.

INDEPENDENT AUDIT REPORT TO
MEMBERS OF ANTISENSE
THERAPEUTICS LTD
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Independence

We are independent of the company and have met the independence requirements of Australian professional ethical

pronouncements and 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. The Auditors’ Independence Declaration

would have been expressed in the same terms if it had been given to the directors at the date this audit report was signed.

Audit opinion

In our opinion: 

1. the financial report of Antisense Therapeutics Ltd is in accordance with:

(a) the Corporations Act 2001, including:

(i) giving a true and fair view of the financial position of Antisense Therapeutics Ltd entity at 30 June 2006 and of their

performance for the year ended on that date; and

(ii) complying with Accounting Standards in Australia and the Corporations Regulations 2001; and

2. the remuneration disclosures that are contained within the directors’ report comply with Accounting Standard AASB

124 Related Party Disclosures.

Ernst & Young

Denis Thorn

Partner

Melbourne 4 August 2006
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Additional information required by the Australian Stock Exchange Limited and not shown elsewhere in this report is as follows.

The information is current as at 4 August 2006.

(a)  Distribution Of Equity Securities

(i) Ordinary Share Capital

> 464,352,499 fully paid ordinary shares are held by 2,436 individual shareholders.

All issued shares carry one vote per share.

(ii) Options

> 116,509,525 are held by 4,433 individual optionholders. 

Options do not carry the right to vote.

The number of holders, by size of holding, in each class are:

SHAREHOLDER INFORMATION

Fully paid
ordinary shares Options Options (unquoted)

1 - 1,000 40 1,407 -

1,001 - 5,000 215 2,002 -

5,001 - 10,000 472 393 -

10,001 - 100,000 1,332 499 -

100,001 - and over 377 120 12

Total 2,436 4,421 12

Holding less than a marketable parcel 960 - -

(b)  Twenty Largest Quoted Equity Security Holders 

The names of the twenty largest equity security holders by class of quoted security and their respective holdings are:

Quoted Ordinary Shares (ANP) No. of Securities % Interest

1 Polychip Pharmaceuticals Pty Ltd 102,739,830 22.13

2 Syngene Limited 54,413,467 11.72

3 Isis Pharmaceuticals Inc. 40,333,333 8.69

4 ANZ Nominees Limited <Cash Income A/C> 16,054,864 3.46

5 Queensland Investment Corporation 9,946,974 2.14

6 Benefund Limited 9,090,909 1.96

7 National Nominees Limited 7,690,758 1.66

8 Murdoch Childrens Research Institute 6,925,000 1.49

9 Citicorp Nominees Pty Limited 4,868,228 1.05

10 Reef Securities Limited 4,726,321 1.02

11 Jetan Pty Ltd 4,545,455 0.98

12 Wales Riding Pty Ltd 3,000,000 0.65

13 Equity Trustees Limited <SGH Micro Cap Trust A/C> 2,980,303 0.64

14 Mrs Lois Alma Moore & Mr Alistair Alexander Moore 2,794,086 0.60
<Moore Family Super Fund A/C>

15 Mr Shijie Yuan 2,072,800 0.45

16 Spotlight Superannuation Pty Ltd <Spotlight Prov Fund A/C> 2,071,795 0.45

17 Ardroy Securities Pty Ltd <Cameron Investment Unit A/C> 2,000,000 0.43

18 Link Traders (Aust) Pty Ltd 2,000,000 0.43

19 Mr Manfred Adolf Reiter & Mrs Elizabeth Christine Meixner 2,000,000 0.43

20 Jagen Nominees Pty Ltd 1,850,000 0.40

282,104,123 60.75
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Quoted Options over Ordinary Shares (ANPO) No. of Securities % Interest

1 Fibre Optics (Aust) Pty Ltd 10,129,480 11.08

2 Polychip Pharmaceuticals Pty Ltd 9,796,000 10.71

3 Traders Macquaries Pty Ltd 3,010,272 3.29

4 Capital Macquarie Pty Limited 2,327,760 2.55

5 Mr David Kenley <Invros Investments A/C> 2,292,343 2.51

6 Mrs Lisa Steven 1,995,000 2.18

7 Miss Jackie Wong-Fui Chua 1,356,890 1.48

8 Bellmar Holdings Pty Ltd <Melzak Super Fund A/C> 1,300,000 1.42

9 Jagen Pty Ltd 1,194,322 1.31

10 Mrs Lila Wymant 1,019,400 1.11

11 Robert John Mouat Hay 1,000,000 1.09

12 Denvor Corp Holdings Pty Ltd <IRD Superannuation Fund A/C> 993,866 1.09

13 JFF Steven Pty Ltd 965,867 1.06

14 Mr John Edward Wiseman 898,396 0.98

15 Sked Pty Ltd <Super Fund A/C> 837,500 0.92

16 Flintberg Pty Ltd <OR Superannuation Fund A/C> 801,216 0.88

17 Mr George Donald Handley 746,885 0.82

18 Mr David Alexander Kykle 731,814 0.80

19 Mark Mitchell Services Pty Ltd <Mitchell Super Fund A/C> 600,000 0.66

20 Mrs Lois Alma Moore & Mr Alistair Alexander Moore 584,909 0.64
<Moore Family Super Fund A/C>

42,581,920 46.56

(c)  Unquoted Equity Securities

Class of Security No. on Issue No. of Holders

Options expiring 27/6/2013 5,050,000 11

Options expiring 30/11/2006 20,000,000 1

Holders with 20% or more of the equity securities in an unquoted class other than those issued or acquired under an

employee incentive scheme are as follows:

Options Expiring 30/11/2006

Isis Pharmaceuticals Inc. 20,000,000

(d)  Voting Rights

Articles 44 to 53 (incl.) of the company’s constitution stipulate the voting rights of members. In summary, but without

prejudice to the provisions of the constitution, every member present in person or by representative, proxy or attorney shall

have one vote on a show of hands and on a poll have one vote for each ordinary share held by him/her.

(e)  Substantial Shareholders

The names of the substantial shareholders of the Company and their respective holdings are:

No. of Shares Percentage

Polychip Pharmaceuticals Pty Ltd 102,739,830 22.13

Syngene Limited 54,413,467 11.72

Isis Pharmaceuticals Inc. 40,333,333 8.69

197,486,630 42.54




