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Notes to the
Financial Statements......cosmm

1. REPORTING ENTITY

Biotron Limited (the ‘Company’) is a
company domiciled in Australia.

Basis of preparation

Statement of compliance

The financial report is a general purpose
financial report which has been prepared

in accordance with Australian Accounting
Standards (‘AASBs’) adopted by the
Australian Accounting Standards Board
(‘AASB’) and the Corporations Act 2001.
The financial report of the Company also
complies with the IFRSs and interpretations
adopted by the International Accounting
Standards Board.

The financial report was authorised for
issue by the directors on 28 August 2007.

Basis of measurement

The financial statements have been
prepared on the historical cost basis.

Functional and presentation currency

These financial statements are presented in
Australian dollars, which is the Company's
functional currency.

Use of estimates and judgements

The preparation of financial statements
requires management to make judgements,
estimates and assumptions that affect

the application of accounting policies and
the reported amounts of assets, liabilities,
income and expenses. Actual results may
differ from these estimates.

Estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the
period in which the estimate is revised and
in any future periods affected.

In particular, information about significant
areas of estimation uncertainty and critical
judgements in applying accounting policies
that have the most significant effect on
the amount recognised in the financial
statements are described in the following
note:

+ Note 1 - Going concern

Going Concern

The financial report has been prepared on
a going concern basis which contemplates
the realisation of assets and settlement of

liabilities in the ordinary course of business.

The ongoing operation of the Company is
dependent on:

+ The Company raising additional fund
from shareholders; and/or

The Company reducing expenditure in
line with available funding.

The directors have prepared cash flow
projections that support the ability of the
Company to continue as a going concern.
These cash flow projections assume the
Company obtaining additional funding
from shareholders. If such funding is

not achieved, the Company can reduce
expenditures significantly.

In the event that the Company does not
obtain additional funding and /or reduce
expenditure in line with available funding,
it will be unable to continue its operations
as a going concern and therefore may not
be able to realises its assets and extinguish
its liabilities in the ordinary courses of
operations and at the amounts stated in
the financial statements.

Significant Accounting policies

The accounting policies set out below have
been applied consistently to all periods
presented in the Company financial report
and have been applied consistently.

The entity has elected to early adopt
the following accounting standards and
amendments:

« AASB 101 Presentation of Financial
Statements (October 2006)

2007-4 Amendments to Australian
Accounting Standards arising from ED
151 and Other Amendments

New standards and interpretations
not yet adopted

The following standards, amendments to
standards and interpretations have been
identified as those which may impact the
entity in the period of initial application.
They are available for early adoption at 30
June 2007, but have not been applied in
preparing this financial report:

+ AASB 7 Financial Instruments:
Disclosures (August 2005) replaces the
presentation requirements of financial
instruments in AASB 132. AASB 7 is
applicable for annual reporting periods
beginning on or after 1 January 2007,
and will require extensive additional
disclosures with respect to the
Company'’s financial instruments and
share capital.

AASB 2005-10 Amendments to
Australian Accounting Standards
(September 2005) makes consequential
amendments to 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 Australian Equivalents

to International Financial Reporting
Standards, AASB 4 Insurance Contracts,
AASB 1023 General Insurance Contracts
and AASB 1038 Life Insurance Contracts
arising from the release of AASB 7.
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AASB 2005-10 is applicable for annual
reporting periods beginning on or after
1 January 2007 and is expected to only
impact disclosures contained within the
financial report.

AASB 8 Operating Segments replaces
the presentation requirements of
segment reporting in AASB 114
Segment Reporting. AASB 8 is
applicable for annual reporting periods
beginning on or after 1 January 2009
and is not expected to have an impact
on the financial results of the Company
as the standard is only concerned with
disclosures.

AASB 2007-2 Amendments to
Australian Accounting Standards arising
from AASB Interpretation 12 makes
amendments to AASB 1 First-time
Adoption of Australian Equivalents

to International Financial Reporting
Standards, AASB 117 Leases, AASB 118
Revenue, AASB 120 Accounting for
Government Grants and Disclosures of
Government Assistance, AASB 121 The
Effects of Changes in Foreign Exchange
Rates, AASB 127 Consolidated and
Separate Financial Statement, AASB
131 Interest in Joint Ventures, and AASB
139 Financial Instruments: Recognition
and Measurement. AASB 2007-2 is
applicable for annual reporting periods
beginning on or after 1 January 2008
and must be applied at the same time
as Interpretation 12 Service Concession
Arrangements.

AASB 2007-3 Amendments to
Australian Accounting Standards arising
from AASB 8 makes amendments to
AASB 5 Non-current Assets Held for
Sale and Discontinued Operations,
AASB 6 Exploration for and Evaluation
of Mineral Resources, AASB 107 Cash
Flow Statements, AASB 119 Employee
Benefits, AASB 127 Consolidated and

Separate Financial Statements, AASB
134 Interim Financial Reporting, AASB
136 Impairment Assets. AASB 2007-3 is
applicable for annual reporting periods
beginning on or after 1 January 2009
and must be adopted in conjunction
with AASB 8 Operating Segments. This
standard is only expected to impact
disclosures contained within the
financial report.

+ Interpretation 10 Interim Financial

Reporting and Impairment prohibits
the reversal of an impairment loss
recognised in a previous interim period
in respect of goodwill, an investment
in an equity instrument or a financial
asset carried at cost. Interpretation

10 will become mandatory for the
Company's 2008 financial statements,
and will apply to goodwill, investments
in equity instruments, and financial
assets carried at cost prospectively
from the date that the Company first
applied the measurement criteria of
AASB 136 and AASB 139 respectively
(i.e. 1 July 2004 and 1 July 2005,
respectively). The potential impact on
the Company financial report has not
yet been determined.

AASB 2007-6 Amendments to
Australian Accounting Standards arising
from AASB 123 [AASB 1,AASB 101,
AASB 107,AASB 111,AASB 116 and
AASB 138 and Interpretations 1 and
12]. AASB 2007-3 is applicable for
annual reporting periods beginning on
or after 1 January 2009 and must be
adopted in conjunction with AASB 123
Borrowing Costs. The potential impact
on the Company financial report has
not yet been determined.

« AASB 2007-7 Amendments to

Australian Accounting Standards [AASB
1,AASB 2, AASB 4, AASB 5, AASB 107
and AASB 128] is applicable for annual

reporting periods beginning on or after
1 January 2009 and must be adopted in
conjunction with AASB 123 Borrowing
Costs. The potential impact on the
Company financial report has not yet
been determined.

+ AASB 123 Borrowing Costs (revised
March 2007) requires the capitalisation
of all borrowing costs directly
attributable to the acquisition,
construction or production of a
qualifying asset. Qualifying assets
are assets that necessarily take a
substantial period of time to get
ready for their intended use. All other
borrowing costs are immediately
recognised as expenses. AASB 123 is
applicable for annual reporting periods
beginning on or after 1 January 20009.
The potential impact on the Company
financial report has not yet been
determined.

Cash and cash equivalents

Cash and cash equivalents comprise cash
balances and call deposits.

Trade and other receivables

Trade and other receivables are stated at
their amortised cost less impairment losses.

Inventory

Inventory is carried at the lower of cost and
net realisable value.

Property, plat and equipment

Property plant and equipment are stated
at their historical cost less accumulated
depreciation and impairment loss.
Depreciation is recognised in profit or loss
using the reducing balance method from
the date of acquisition at rates between
13% and 40% per annum.
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Research and development

Grants

Where a grant is received relating to
research and development costs that have
been expensed, the grant is recognised as
revenue when there is reasonable assurance
it will be received.

Costs

Expenditure on research activities,
undertaken with the prospect of gaining
new scientific or technical knowledge and
understanding, is recognised in profit and
loss when incurred.

Development activities involve a plan

or design for the production of new or
substantially improved products and
processes. Development expenditure is
capitalised only if development costs can
be measured reliably, the product or process
is technically and commercially feasible,
future economic benefits are probable, and
the Group intends to and has sufficient
resources to complete development and
to use or sell the asset. The expenditure
capitalised includes the cost of materials,
direct labour and overhead costs that are
directly attributable to preparing the asset
for its intended use. Other development
expenditure is recognised in profit or loss
when incurred.

Capitalised development expenditure

is measured at cost less accumulated
amortisation and accumulated impairment
losses.

Trade and other payables

Trade and other payables are stated at their
amortised cost, are non-interest bearing
and are normally settled within 60 days.

Employee entitlements

Wages, salaries, annual leave and sick leave

Liabilities for employee entitlements for

wages, salaries, annual leave and sick leave
represent present obligations resulting from
employees’ services provided to reporting
date, calculated at undiscounted amounts
based on remuneration wages and salary
rates that the company expect to pay as

to reporting date including related on-cost,
such as workers compensation insurance
and superannuation.

Taxation

Income tax

Income tax on the profit or loss for the year
comprises current and deferred tax. Income
tax is recognised in the income statement
except to the extent that it relates to items
recognised directly in equity, in which case
it is recognised in equity.

Current tax is the expected tax payable on
the taxable income for the year, using tax
rates enacted or substantially enacted at
the balance sheet date, and any adjustment
to tax payable in respect of previous years.

Deferred tax is provided using the

balance sheet liability method, providing
for temporary differences between the
carrying amounts of assets and liabilities
for financial reporting purposes and the
amounts used for taxation purposes. The
initial recognition of assets or liabilities that
affect neither accounting nor taxable profit
and differences relating to investments in
subsidiaries to the extent that they will
probably not reverse in the foreseeable
future are temporary differences and are
not provided for. The amount of deferred
tax provided is based on the expected
manner of realisation or settlement of the
carrying amount of assets and liabilities,
using tax rates enacted or substantively
enacted at the balance sheet date.

A deferred tax asset is recognised only to
the extent that it is probable that future
taxable profits will be available against

which the asset can be utilised. Deferred

tax assets are reduced to the extent that it
is no longer probable that the related tax
benefit will be realised.

Goods and services tax

Revenue, expenses and assets are
recognised net of the amount of goods
and services tax (‘GST’), except where the
amount of GST incurred is not recoverable
from the taxation authority. In these
circumstances, the GST is recognised as
part of the cost of acquisition of the asset
or as part of the expense.

Receivables and payables are stated

with the amount of GST included. The

net amount of GST recoverable from, or
payable to, the ATO is included as a current
asset or liability in the balance sheet.

Cash flows are included in the statement

of cash flows on a gross basis. The GST
components of cash flows arising from
investing and financing activities which are
recoverable from, or payable to, the ATO are
classified as operating cash flows.

Revenue recognition

Finance income

Interest revenue is recognised as it accrues
using the effective interest rate method.

Earnings per share

The Company presents basic and diluted
earnings per share (EPS) data for its
ordinary shares. Basic EPS is calculated by
dividing the profit or loss attributable to
ordinary shareholders of the Company by
the weighted average number of ordinary
shares outstanding during the period.
Diluted EPS is determined by adjusting
the profit or loss attributable to ordinary
shareholders and the weighted average
number of ordinary shares outstanding for
the effects of all dilutive potential ordinary
shares, which comprise share options
granted to employees.
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Incentive option plan

The Incentive Option Plan allows the
Company'’s employees or directors, or
individuals whom the Plan Committee
determine to be employees for the
purposes of the Plan, with the opportunity
to acquire options over unissued shares

in the Company. The fair value of options
granted is measured at grant date and
spread as an expense over the period
during which the employees or directors
become unconditionally entitled to the
options. The fair value of the options
granted is measured using Black-Scholes
formula, taking into account the terms and
conditions upon which the options were
granted. The amount recognised as an
expense is adjusted to reflect the actual
number of options that vest except where
forfeiture is only due to share prices not
achieving the threshold for vesting.

Impairment

The carrying amounts of the Company's
assets, other than deferred tax assets and
inventories, are reviewed at each balance
sheet date to determine whether there is
any indication of impairment. If any such
indication exists, the asset’s recoverable
amount is estimated.

An impairment loss is recognised whenever
the carrying amount of an asset or its cash-
generating unit exceeds its recoverable
amount. Impairment losses are recognised
in the income statement, unless an asset
has previously been revalued, in which

case the impairment loss is recognised as

a reversal to the extent of that previous
revaluation with any excess recognised
through the income statement.

The recoverable amount of assets is the
greater of their 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.
For an asset that does not generate largely
independent cash inflows, the recoverable
amount is determined for the cash-
generating unit to which the asset belongs.

An impairment loss is reversed only to the
extent that the asset’s carrying amount
does not exceed the carrying amount
that would have been determined, net

of depreciation or amortisation, if no
impairment loss had been recognised.

2007 2006
S $

2. OTHER INCOME
Research and development grants - 794,862
Sale of Intellectual property 402,457 -
Total 402,457 794,862
3.LOSS FROM OPERATING ACTIVITIES
Loss from ordinary activities has been arrived at after charging the following items:
Auditors’ remuneration paid to KPMG
- Audit and review of financial reports 25,783 17,782
- Other audit services 1,000 4,750
Depreciation
- Office equipment 4,586 6,212
- Plant and equipment 46,906 76,828
Direct research and development expenditure
expensed as incurred 2,412,418 1,875,449
Provision for employee entitlements (1,915) 15,882
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4. LOSS PER SHARE

The calculation of basic loss per share at 30 June 2007 was based on the loss attributable to ordinary shareholders of $3,234,004
(2006 - $2,198,973 loss) and a weighted average number of ordinary shares outstanding during the financial year ended 30 June 2007 of

89,743,565 (2006 - 73,242,769), calculated as follows:

2007 2006

$ $

Net loss for the year 3,234,004 2,198,973
2007 2006

Number Number

Issued ordinary shares at 1 July 89,743,565 69,800,550
Effect of shares issued on 28 April 2006 - 3,442,219
Weighted average number of ordinary shares 89,743,565 73,242,769

Options disclosed in the Issued Capital note below are potential ordinary shares, but are not included in the calculation of diluted loss

per share as they are not dilutive.

2007 2006
$ $

5.INCOME TAX EXPENSE
Numerical reconciliation between tax expense and pre-tax net profit
Loss before tax - continuing operations (3,234,004) (2,198,973)
Income tax using the domestic corporation tax rate of 30% (970,201) (659,692)
Increase in income tax expense due to:
- Non-deductible expenses 501 1,093
- Unrecognised temporary differences (22,962) -
- Effect of tax losses not recognised 992,662 658,599
Income tax expense current and deferred - -
Deferred tax assets have not been recognised in respect of the following items:
Deductible temporary differences (net) 105,203 106,218
Tax losses 5,200,350 4,203,171
Net 5,305,553 4,309,389

The deductible temporary differences and tax losses do not expire under the current tax legislation. Deferred tax assets have not been recognised
in respect of these items because it is not probable that future taxable profit will be available against which the group can utilise the benefits

of the deferred tax asset.
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2007 2006
S $
6. RECEIVABLES
Current
Other debtors 4,270 4,824
GST receivable 36,781 -
Total 41,051 4,824
7.INVENTORIES
Stores - at cost - 21,538
8. OTHER
Current prepayments 6,000 19,040
Non-current prepayments - 2,403
9. PLANT AND EQUIPMENT
Office equipment - at cost 95,177 92,985
Accumulated depreciation (85,021) (80,435)
10,156 12,550
Plant and equipment - at cost 892,480 892,480
Accumulated depreciation (809,371) (762,465)
83,109 130,015
Total plant and equipment - net book value 93,265 142,565
Reconciliations
Reconciliations of the carrying amounts for each class of plant and equipment are set out below:
Office equipment
Balance at 1 July 12,550 17,550
Additions 2,192 1,212
Depreciation (4,586) (6,212)
Carrying amount at the end of the financial year 10,156 12,550
Plant and equipment
Balance at 1 July 130,015 206,843
Depreciation (46,906) (76,828)
Carrying amount at the end of the financial year 83,109 130,015
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2007 2006
5 $
10. PAYABLES
Current
Other creditors and accruals 117,618 270,788
11. EMPLOYEE ENTITLEMENTS
Current
Employee annual leave provision 45,405 47,320
2007 2006
Number Number
Number of employees at the end of the financial year 8 8
12.1SSUED CAPITAL
Issued and paid up capital
89,743,565 (2006 - 89,743,565) fully paid ordinary shares 16,865,134 16,865,134

Effective 1 July 1998, the Company Law
Review Act abolished the concept of par
value shares and the concept of authorised
capital. Accordingly, the Company does
not have authorised capital or par value in
respect of its issued shares.

Holders of ordinary shares are entitled to
receive dividends as declared from time to
time and are entitled to one vote per share
at shareholders’ meetings. In the event

of winding up of the Company, ordinary
shareholders rank after creditors and are

fully entitled to any proceeds of liquidation.

The following options were on issue at 30
June 2007, each exercisable to acquire one
fully paid ordinary share:

During the year ended 30 June 2007:

1,250,000 options were issued, each
exercisable at 35 cents to acquire one
fully paid ordinary share at any time up
to 30 September 2010.

+ 250,000 options were issued, each
exercisable at 40 cents to acquire one
fully paid ordinary share at any time up
to 30 September 2010.

These options were issued as part of the
Biotron employee incentive option plan.

The fair value of the options at grant date
was determined based on the Black-Scholes
formula. The model inputs were the
Company's share price of $0.22 at the grant
date, a volatility factor of 50% based on
historic share price performance and a risk
free interest rate of 5.55% based on the 10
year government bond rate.
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2007 2006
$ $

13. RESERVES
Equity compensation
Balance at the beginning of the financial year 251,076 110,850
Issue of options 94,171 202,326
Transfer to accumulated losses on lapse of options (48,750) (62,100)
Balance at the end of the financial year 296,497 251,076
This reserve represents the fair value, at the date of issue, of options issued as compensation.
14. ACCUMULATED LOSSES
Accumulated losses at the beginning of the financial year 12,620,361 10,483,488
Transfer from reserve (48,750) (62,100)
Net loss attributable to members of the Company 3,234,004 2,198,973
Accumulated losses at the end of the financial year 15,805,615 12,620,361
15. STATEMENT OF CASH FLOWS
Reconciliation of cash flows from operating activities
Loss for the period (3,234,004) (2,198,973)
Non-cash items
Depreciation of plant and equipment 51,492 83,040
Provisions (1,915) 15,882
Equity compensation 109,239 99,195
Gains on sale of intellectual property (402,457) -
Changes in assets and liabilities
(Increase)/decrease in receivables (36,228) 40,906
Decrease in inventories 21,538 2,936
Decrease in prepayments 376 17,243
Increase/(decrease) in payables (153,170) 152,347
Net cash used in operating activities (3,645,129) (1,787,424)

Reconciliation of cash

For the purposes of the Statement of Cash Flows, cash includes cash on hand and at bank and cash on deposit net of bank overdrafts and
excluding security deposits. Cash at the end of the financial year as shown in the Statement of Cash Flows is reconciled to the related items
in the Balance Sheet as follows:

Cash and cash equivalents in the statement of cash flows 1,378,722 4,623,586
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16. KEY MANAGEMENT PERSONNEL DISCLOSURES

The following were key management personnel of the Company at any time during the reporting period:

Non-executive directors Executive director

Michael J. Hoy (Chairman) Michelle Miller (Managing Director)

Michael S. Hirshorn

Bruce Hundertmark Executive

Peter G. Scott Peter ). Nightingale (Company Secretary)

The following table provides the details of all key management personnel of the Company for the entire reporting period.

Primary Salary Post- Employment Equity Compensation
and Fees Superannuation Benefits Value of Options Total

Year $ $ $ $
Directors
Non-executive

2007 60,000 5,400 - 65,400
Michael J. Hoy (Chairman)

2006 60,000 5,400 24,016 89,416

2007 30,000 2,700 - 32,700
Michael S. Hirshorn

2006 30,000 2,700 9,606 42,306

2007 30,000 2,700 - 32,700
Bruce Hundertmark

2006 30,000 2,700 9,606 42,306

2007 5,000 27,700 - 32,700
Peter G. Scott

2006 5,000 27,700 - 32,700
Executive
Michelle Miller 2007 200,000 33,385 15,068 248,453
(Managing Director) 2006 155,000 25,873 46,361 227,234

2007 325,000 71,885 15,068 411,953
Total, all specified directors

2006 280,000 64,373 89,589 433,962
Executives
Peter J. Nightingale 2007 60,848 - - 60,848
(Company Secretary) 2006 60,000 - 9,606 69,606
Total, all specified directors 2007 385,848 71,885 15,068 472,801
and executives 2006 340,000 64,373 99,195 503,568
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16. KEY MANAGEMENT PERSONNEL (Con't)
Options and rights over equity instruments granted as remuneration

Details of relevant interests of key management personnel of the Company and their related entities in shares and options of the Company

at year end are as follows:

Fully paid ordinary shareholdings and transactions - 2007

Held at Received on Held at
1 July 2006 Purchased exercise of options Sales 30 June 2007
Directors
Michael J. Hoy 1,316,314 - - - 1,316,314
Michelle Miller - - - - -
Michael S. Hirshorn - - - - -
Bruce Hundertmark - - - - -
Peter G. Scott 8,895,014 - - - 8,895,014
Executives
Peter J. Nightingale 1,610,497 - - - 1,610,497
Fully paid ordinary shareholdings and transactions - 2006
Held at Received on Held at
1 July 2005 Purchased exercise of options Sales 30 June 2006
Directors
Michael J. Hoy 1,023,800 292,514 - - 1,316,314
Michelle Miller - - - - -
Michael S. Hirshorn - - - - -
Bruce Hundertmark - - - - -
Peter C. Scott 8,573,800 321,214 - - 8,895,014
Executives
Peter J. Nightingale 1,000,000 610,497 - - 1,610,497
Option holdings - 2007
Held at Granted as Held at Vested and exercisable at
1 July 2006 remuneration Expired 30 June 2007 30 June 2007
Directors
Michael J. Hoy 500,000 - - 500,000 500,000
Michelle Miller 2,750,000 - 1,250,000 1,500,000 1,500,000
Michael S. Hirshorn 200,000 - 200,000 200,000
Bruce Hundertmark 200,000 - - 200,000 200,000
Peter G. Scott - - - - -
Executives
Peter J. Nightingale 200,000 - - 200,000 200,000
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Option holdings - 2006

Held at Granted as Held at Vested and exercisable at
1 July 2006 remuneration Expired 30 June 2007 30 June 2007
Directors
Michael J. Hoy 500,000 500,000 (500,000) 500,000 500,000
Michelle Miller 1,250,000 1,500,000 - 2,750,000 1,750,000
Michael S. Hirshorn 200,000 200,000 (200,000) 200,000 200,000
Bruce Hundertmark 200,000 200,000 (200,000) 200,000 200,000
Peter G. Scott - - - - -
Executives
Peter J. Nightingale - 200,000 - 200,000 200,000

During the year ended 30 June 2007,
Michael J. Hoy had an interest in an

entity, CityPrint Pty Limited, which
provided printing services to the Company.
Payments to CityPrint Pty Limited, which
were in the ordinary course of business and
on normal terms and conditions, amounted
to $23,480 (2006 - $29,909).

Outstanding amounts at 30 June 2007
total nil (2006 - nil).

During the year ended 30 June 2007, Peter
J. Nightingale had an interest in an entity,
Mining Services Trust, which provided full
administrative services, including rental
accommodation, administrative staff,
services and supplies, to the entity. Fees
paid to Mining Services Trust during the
year, which were in the ordinary course
of business and on normal terms and
conditions, amounted to $124,178 (2006
- $120,000). Outstanding amounts at

30 June 2007 total nil (2006 - nil).

During the year ended 30 June 2007, Peter
J. Nightingale, had an interest in an entity,
Rosignol Consultants Pty Limited, which
rendered financial and administrative
services to the Company. Fees paid to
Rosignol Consultants Pty Limited during the

year, which were in the ordinary course of
business and on normal commercial terms
and conditions, amounted to $60,848
(2006 - $69,606). Outstanding amounts at
30 June 2007 total $5,000 (2006 - $5,000).

17. EMPLOYEE AND DIRECTOR
INCENTIVE OPTION PLAN

At 30 June 2007, the Company had 8
employees (2006 — 8). All other personnel
are contracted by the Company on a
consultancy basis.

The Company has an Incentive Option Plan
to provide eligible persons, being employees
or directors, or individuals whom the Plan
Committee determine to be employees

for the purposes of the Plan, with the
opportunity to acquire options over
unissued ordinary shares in the Company.
The number of options granted or offered
under the Plan will not exceed 10% of the
Company'’s issued share capital and the
exercise price of options will be the greater
of the market value of the Company’s
shares as at the date of grant of the option
or such amount as the Plan Committee
determines. Options have no voting or
dividend rights.

In the event that the employment or
office of the optionholder is terminated,
any options which have not reached their
exercise period will lapse and any options
which have reached their exercise period
may be exercised within three months of
the date of termination of employment.
Any options not exercised within this three
month period will lapse.

During the year ended 30 June 2007,
1,500,000 options were granted to
employees. No ordinary shares have been
issued as a result of the exercise of any
option granted pursuant to the Incentive
Option Plan.

The fair value of the options at grant date,
$94,171, was determined based on Black-
Scholes formula. The model inputs were
the Company's share price of $0.22 at the
grant date, a volatility factor of 50% based
on historic share price performance and a
risk free interest rate of 5.55% based on the
10 year government bond rate.

Biotron Limited Annual Report 2007 I 29



NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007

These options are not listed and accordingly have no market value at year end. The market value of the ordinary shares under option at
30 June 2007 was $0.250 (2006 - $0.195) each. The amount recognised in the financial statements in relation options issued during the
financial year was $109,239 (2006 - $99,195). Options issued are summarised below:

Number of Options
Grant Date Exercise Date Expiry Date Exercise Price 30 June 2006 30 June 2007 30 June 2007

On Issue On Issue Vested
14/10/05 14/10/05 30/09/10 $0.35 1,600,000 1,600,000 1,600,000
14/10/05 30/09/06 30/09/10 $0.40 500,000 500,000 500,000
14/10/05 30/09/07 30/09/10 $0.45 500,000 500,000 500,000
23/11/06 23/11/06 30/09/10 $0.35 - 1,250,000 1,250,000
23/11/06 23/11/06 30/09/10 $0.40 - 250,000 250,000

18. FINANCIAL INSTRUMENTS DISCLOSURE

Interest rate risk

The Company'’s exposure to interest rate risk and repricing periods are the effective weighted average interest rate for classes of financial
assets and financial liabilities as follows:

Floating interest rate Non-interest
Effective interest rate 6 months or less bearing Total
Note % $ $ $

2007
Financial assets
Cash assets 2.40 - - 1,378,722
Receivables 6 - - 41,051 41,051
Financial liabilities
Payables and employee benefits 10, 11 - - 163,023 163,023
2006
Financial assets
Cash assets 3.39 4,623,586 - 4,623,586
Receivables 6 - - 4,824 4,824
Financial liabilities
Payables and employee benefits 10, 11 - - 318,108 318,108
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Credit risk exposure

The credit risk exposure on financial
assets of the Company which have been
recognised in the balance sheet is the
carrying amount, net of any impairment
loss.

Credit risk on cash assets is minimised by
dealing with Australian regulated banks.

Net fair values of financial assets and
liabilities

The carrying amounts of financial assets
and liabilities approximate their net fair
values given the variable interest rates
and/or short term to maturity.

19. FINANCIAL REPORTING BY
SEGMENTS

The Company operates in the
biotechnology industry in Australia.
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Directors’ Declaration

In the opinion of the directors of Biotron
Limited:

1.

a)

the financial statements and notes
thereto, set out on pages 15 to 31,
are in accordance with the
Corporations Act 2001, including:

(i) giving a true and fair view
of the financial position of the
Company as at 30 June 2007
and of its performance, as
represented by the results of its
operations and cash flows for
the year ended on that date;
and

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

the financial report also complies
with International Financial
Reporting Standards; and

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

2. The directors have been given the declarations required by Section 295A of the
Corporations Act 2001 from the chief executive officer and chief financial officer for

the financial year ended 30 June 2007.

This report has been signed in accordance with a resolution of the directors and is dated

28 August 2007:

R A

Michael J. Hoy

Chairman

Michelle Miller

Managing Director
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Independent
Audit Report ..o

Report on the financial report

We have audited the accompanying
financial report of Biotron Limited

(the Company), which comprises the
balance sheet as at 30 June 2007, and the
income statement, statement of recognised
income and expense and cash flow
statement for the year ended on that date,
a description of significant accounting
policies and other explanatory notes 1 to
19 and the directors’ declaration.

Directors’ responsibility for the
financial report

The directors of Biotron Limited are
responsible for the preparation and fair
presentation of the 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 control relevant to the preparation
and fair presentation of the 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.

In note 1, the directors also state, in
accordance with Australian Accounting
Standard AASB 101 Presentation of
Financial Statements, that the financial
report of the Company, comprising the
financial statements and notes, complies
with International Financial Reporting
Standards.

Auditor’s responsibility

Our responsibility is to express an opinion
on the financial report based on our audit.
We conducted our audit in accordance
with Australian Auditing Standards. These
Auditing Standards require that we comply
with relevant ethical requirements relating
to audit engagements and plan and perform
the audit to obtain reasonable assurance
whether the financial report is free from
material misstatement.

An audit involves performing procedures

to obtain audit evidence about the
amounts and disclosures in the financial
report. The procedures selected depend

on the auditor’s judgement, including

the assessment of the risks of material
misstatement of the financial report,
whether due to fraud or error. In making
those risk assessments, the auditor
considers internal control relevant to the
entity’s preparation and fair presentation
of the financial report in order to design
audit procedures that are appropriate in the
circumstances, but not for the purpose of
expressing an opinion on the effectiveness
of the entity’s internal control. An audit
also includes evaluating the appropriateness
of accounting policies used and the
reasonableness of accounting estimates
made by the directors, as well as evaluating
the overall presentation of the financial
report.

We performed the procedures to

assess whether in all material respects

the financial report presents fairly, in
accordance with the Corporations Act
20071 and Australian Accounting Standards
(including the Australia Accounting
Interpretations), a view which is consistent
with our understanding of the Company’s
financial position and of its performance.

We believe that the audit evidence we have
obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Auditor’s opinion

In our opinion:

(a) the financial report of Biotron Limited
is in accordance with the Corporations
Act 2001, including:

(i) giving a true and fair view of the
Company'’s financial position
as at 30 June 2007 and of its
performance for the year ended on
that date; and

(ii) complying with Australian
Accounting Standards (including
the Australian Accounting
Interpretations) and the
Corporations Regulations 2001.

(b) the financial report also complies
with International Financial Reporting
Standards as disclosed in note 1.

NG

KPMG
28 August 2007

S.). Board
Partner
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Additional Stock Exchange
Information

Home Exchange

The Company is listed on the Australian
Stock Exchange Limited. The home
exchange is Sydney.

Use of Cash and Assets

Since the Company’s listing on the
Australian Stock Exchange, the Company
has used its cash and assets in a way
consistent with its stated business
objectives.

Class of Shares and Voting Rights

There is only one class of shares in the
Company, fully paid ordinary shares.

Distribution of Equity Securityholders

The rights attaching to shares in the
Company are set out in the Company's
Constitution. The following is a summary
of the principal rights of the holders of
shares in the Company.

Every holder of shares present in person
or by proxy, attorney or representative at
a meeting of shareholders has one vote
on a vote taken by a show of hands, and,
on a poll every holder of shares who is
present in person or by proxy, attorney or
representative has one vote for every fully
paid share registered in the shareholder’s
name on the Company's share register.

As at 31 July 2007, the distribution of each class of equity was as follows:

A poll may be demanded by the
chairperson of the meeting, by at least
5 shareholders entitled to vote on the
resolution or shareholders with at least
5% of the votes that may be cast on the
resolution on a poll.

Substantial Shareholders

As at the date of the Directors’ Report,
the Register of Substantial Shareholders
showed the following:

Australian National University 4,573,733
fully paid ordinary shares

e |Pivratoramary | T[] St
Options Options Options Options
1- 1,000 49 - = -
1,001 - 5,000 465 - = -
5,001 - 10,000 339 - - -
10,001 - 100,000 534 - - -
100,001 and over 109 1 1 1 6
1,496 1 1 1 6

At 31 July 2007, 172 shareholders held less than a marketable parcel of 2,174 shares.
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ADDITIONAL STOCK EXCHANGE INFORMATION

Twenty Largest Quoted Shareholders

At 31 July 2007 the twenty largest fully paid ordinary shareholders held 48.27% of fully paid
ordinary as follows:

Name Fully Paid Ordinary %
Shares
1| DrAngela Fay Dulhunty 7,475,862 8.33
2 | Scott'sAV Pty Ltd 6,207,485 6.92
3 [ Rigi Investments Pty Ltd 4,380,145 4.88
4 | Australian National University 3,378,658 3.76
5 | CBDF Pty Ltd 2,845,854 3.17
6 | Angela Dulhunty 2,400,000 2.67
7 | Philip and Marylyn Board 1,799,950 2.01
8 [ ANZ Nominees Limited Cash Income A/c 1,625,511 1.81
9 | Chris and Bhama Parish 1,600,000 1.78
10 | Gail Scott 1,439,843 1.60
11 | Carrington Services Pty Ltd 1,400,000 1.56
12 | Michael John Hoy 1,316,314 1.47
13 | Peter Scott 1,247,868 1.39
14 Merrill Lynch (Australia) Nominees Pty Ltd 1,186,159 1.32
Berndale A/c
15 | Peter James Nightingale 1,175,714 1.31
16 | Darley Pty Ltd 1,000,000 1.1
17 | Linkenholt Pty Ltd 1,000,000 1.11
18 | Shano Developments Pty Ltd 950,000 1.06
19 | Christopher David Hammer 949,036 1.06
20 | Dr Angela Fay Dulhunty Burbong Super Fund 862,069 0.96

There are no current on-market buy-backs.
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Corporate Directory

Directors: Auditors:

Mr Michael J. Hoy (Chairman) KPMG

Level 16, Riparian Plaza
71 Eagle Street

Dr Michael S. Hirshorn BRISBANE QLD 4000

Dr Michelle Miller (Managing Director)

Mr Bruce Hundertmark

Mr Peter G. Scott Home Exchange:

Australian Stock Exchange Limited
20 Bridge Street
Company Secretary: SYDNEY NSW 2000

Mr Peter J. Nightingale

Solicitors:

Registered Office: Minter Ellison
88 Phillip Street

Level 8,261 George Street
SYDNEY NSW 2000

SYDNEY NSW 2000

Phone: 61-2 9247 8212
Fax: 61-2 9247 3932
E-mail: enquiries@biotron.com.au

Homepage: www.biotron.com.au

Share Registrar:

Computershare Investor Services Pty Limited
PO Box 523

BRISBANE QLD 4001

Phone:  61-7 3237 2100
Fax: 61-7 3229 9860

Biotron Limited, incorporated and domiciled in Australia, is a publicly listed company limited
by shares.
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