












































PHOSPHAGENICS LIMITED — HALF-YEAR REPORT

( Statement of Changes in Equity J

For the half-year ended 30 June 2007

Consolidated

Ordinary Employee  Revaluation Retained Total

Shares Benefits Reserve earnings
Reserve $°000

$°000 $°000 $°000 $°000
Balance at
1 January 2007 154,608 208 27,812 (47,154) 135,474
Loss for the period * - - - (3,474) (3,474)
Employee equity settled - 156 - - 156
benefits
Issue of shares 6,935 - - - 6,935
Balance at
30 June 2007 161,543 364 27,812 (50,672) 139,047
Balance at 145,306 47 27,812 (41,028) 132,137
1 January 2006
Loss for the period * - - - (3,118) (3,118)
Employee equity settled - 141 - - 141
benefits
Balance at
30 June 2006 145,306 188 27,812 (44,146) 129,160

* Balances represent the total recognised income and expense for the period.
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Condensed Notes to the Financial Statements

For the half-year ended 30 June 2007

BASIS OF PREPARATION AND ACCOUNTING POLICIES
Basis of preparation

This general purpose condensed financial report for the half year ended 30 June 2007 has been
prepared in accordance with AASB 134 Interim Financial Reporting and the Corporations Act ,
2001.

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 performance, financial position and financing and investing activities of the entity as the
full financial report.

It is recommended that the half-year financial report be read in conjunction with the annual report
for the year ended 31 December 2006 and be considered together with any public announcements
made by Phosphagenics Limited during the half-year ended 30 June 2007 in accordance with the
continuous disclosure obligations of the ASX Listing rules.

Changes in Accounting Policy

Since 1 January 2007 The Group has adopted the following Standards and Interpretations

mandatory for annual Periods beginning on or after 1 January 2007. Adoption of these Standards

and Interpretations did not have any effect on the financial position or performance of the Group.

e AASB 7 Financial Instuments: Disclosures

o AASB 2005-10 Amendments to Australian Accounting Standards (AASB
132,101,114,117,133,139,1,4,1023 and 1038)

e Interpretation 8 Scope of AASB 2 Share-based payments

o Interpretation 9 Reassessment of Embedded Derivatives

o Interpretation 10 Interim Financial Reporting

2. SEGMENT REPORTING
The Group comprises the following business segments:
e Nutraceuticals — licensing of dietary supplements, production and sale of products for the
personal care industry.
® Pharmaceuticals — licensing of pharmaceuticals and transdermal technologies.

Business Segments

The following table presents revenue and profit information regarding business segments for the half-
year periods ended 30 June 2007 and 30 June 2006.

Continuing Operations Total
Operations
Nutraceuticals Pharmaceuticals Unallocated Total
Half-year ended 30 June 2007
Segment revenue 1,069 335 596 2,000
Segment result 970 (2,682) (1,762) (3,474
Half-year ended 30 June 2006
Segment revenue 660 647 360 1,667
Segment result 243 (1,981) (1,380) (3,118)
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3. REVENUES AND EXPENSES

a) Revenue & Income
Sales revenue

Income from Commercial Ready grant
Royalties

Interest revenue

Total finance revenue

Rental Revenue

Other income

Total revenue and income

b) Salaries and employee benefits expense
Salaries and wages

Superannuation

Employee equity settled benefits

Total salaries and employee benefits expense

¢) Other expenses
Other operating expenses

Total other expenses

d) Seasonality of Operations

HOSPHAGENICS LIMITED — HALF-YEAR REPORT

Consolidated
2007 2006
$°000 $°000
92 202
335 444
860 338
1,287 984
550 316
550 316
43 41
120 326
2,000 1,667
(589) (660)
94) (59)
(156) (141)
(839) (860)
(551) (298)
(551) (298)

Phosphagenics Limited operations are not

affected by seasonality
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INCOME TAX
The major components of income tax expense for the half-year ended 30 June 2007 and 30 June 2006
are:
Consolidated
2007 2006
$°000 $°000

Consolidated Income Statement

Current income tax

Current income tax credit/(expense) - -
Adjustments in respect of current income tax of previous years - -
Deferred income tax

Relating to origination and reversal of temporary differences - -

Income tax reported in the consolidated income statement - -

DIVIDENDS PAID AND PROPOSED
There were no dividends declared or paid during the half year ended 30 June 2007. (2006: NIL)

CASH AND CASH EQUIVALENTS

Consolidated
30 June 2007 31 December 2006
$°000 $°000
For the purposes of the half-year condensed cash
flow statement, cash and cash equivalents are
comprised of the following:
Cash at bank and in hand 4,802 425
Short-term deposits 11,500 14,000
16,302 14,425
16,302 14,425
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SHARE BASED PAYMENTS

During the six months ended 30 June 2007, 900,000 share options were granted under the
Employee Share Option Plan. The following table lists the inputs to the model used for the half-
year ended 30 June 2007 and 2006: 2,600,000.

30 June2007 30 June 2006
Dividend yield (%) - -
Expected volatility (%) 43.0 49.0
Risk-free interest rate (%) 6.08 5.67
Early exercise multiple / expected life 5.0 5.0
Contractual life (years) 5.0 5.0
INVENTORIES

There were no inventory write-downs recognised as an expense during the half-year ended 30 June
2007 (2006: NIL).

PROPERTY, PLANT & EQUIPMENT
Acquisitions and disposals

During the half-year ended 30 June 2007, the Group acquired assets with a cost of $568,063 (2006:
$273,953). The Company continued construction of plant at Clayton to enable the commercial
production of the Company’s products..

COMMITMENTS AND CONTINGENCIES
Lease Commitments

At 30 June 2007 the Group has commitments of $221,539 (2006: $475,789) relating to non-
cancellable operating leases over the office and production facilities, which expire in 2008.

13



PHOSPHAGENICS LIMITED — HALF-YEAR REPORT

CONTRIBUTED EQUITY
Consolidated
30 June 2007 31 December 2006

$°000 $°000
Issued and paid up capital
Ordinary shares fully paid (i) 161,543 154,608
(i) Ordinary shares
Fully paid ordinary shares carry one vote per share and carry the right to receive dividends
Movement in ordinary shares on issue No. ‘000 $°000
At 1 Jan 2007 580,105 154,608
Issue of shares cash 23,334 6,935
At 30 June 2007 603,439 161,543
At 1 Jan 2006 546,758 145,306
Issue of shares cash 33,333 10,000
Exercise of options 14 2
Transaction costs on share issue - (700)
At 31 Dec 2006 580,105 154,608

(i) Share options
There were no options exercised during the period.

EVENTS AFTER THE BALANCE SHEET DATE
No events occurred between the balance sheet date and the date when these financial statements
were authorised for issue.
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Directors’ Declaration J

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

In the opinion of the directors:

(a) the financial statements and notes of the consolidated entity are in accordance with the
Corporations Act 2001, including:

@) giving a true and fair view of the consolidated entity’s financial position as at 30 June
2007 and of its performance for the year ended on that date; and

(i)  complying with Accounting Standards AASB 134: Interim Financial Reporting 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.

On behalf of the Board

Associate Professor
Andrew Lancelot Vizard
Chairman and Independent Director

Melbourne, 29 August 2007
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To the members of Phosphagenics Limited
Report on the Half-Year Financial Report

We have reviewed the accompanying half-year financial report of Phosphagenics Limited (the
company), which comprises the balance sheet as at 30 June 2007, and the income statement,
statement of changes in equity and cash flow statement for the half-year ended on that date,
other selected explanatory notes and the directors’ declaration of the consolidated entity
comprising the company and the entities it controlled at the half-year end.

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 establishing 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 30 June 2007 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 Phosphagenics 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.

Liability limited by a scheme approved under
Professional Standards Legislation.
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Ell ERNST & YOUNG 2.

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.

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 Phosphagenics Limited is not in accordance with:

(a)  the Corporations Act 2001, including:

(i) giving a true and fair view of the consolidated entity’s financial position as at 30
June 2007 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.

f:,:: ~ / &y /éy;;*w, "

Ernst & Young

ﬁ;mx?ﬁ/ 587

Don Brumley
Partner
Melbourne

29™ August 2007
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Phosphagenics Limited
Appendix 4D, Half-Yearly Report for the period ended 30 June 2007

Section 4: AUDIT ALERT

As at 30 June 2007 and as the date of this Report there are no matters of dispute or
qualification or likely dispute or qualification.





