AUSTRALIAN

RESEARCH

BLUE BOOK SERIES

Health & Lite Sclence Review

QUEETY

August 2005

Investor disinterest spells opportunity




73eg1s

Health & Life Science Review August 2005

Measured
by Performance

Contents

This is an extract from the August 2005 Health and Life Science Review

IMPORTANT NOTICE
Aegis has been commissioned to produce this report.

Disclaimer & Disclosure of Interests

This publication has been prepared by Aegis Equities Research Pty Limited (ACN 085 293 910)(Aegis), an
Australian Financial Services Licensee. Aegis has been commissioned to prepare this independent research report
(the “report™) and will receive fees for its preparation. The company specified in the Report (the “participant”) has
provided Aegis with information about its activities. Whilst the information contained in this publication has been
prepared with all reasonable care from sources that Aegis believes are reliable, no responsibility or liability is
accepted by Aegis for any errors, omissions or misstatements however caused. Any opinions, forecasts or
recommendations reflects the judgement and assumptions of Aegis as at the date of publication and may change
without notice. Aegis and the Participant, their officers, agents and employees exclude all liability whatsoever, in
negligence or otherwise, for any loss or damage relating to this document to the full extent permitted by law. This
publication is not and should not be construed as, an offer to sell or the solicitation of an offer to purchase or
subscribe for any investment. Any opinion contained in the Report is unsolicited general information only. Neither
Aegis nor the Participant are aware that any recipient intends to rely on this Report or of the manner in which a
recipient intends to use it. In preparing our information, it is not possible to take into consideration the investment
objectives, financial situation or particular needs of any individual recipient. Investors should obtain individual
financial advice from their investment advisor to determine whether opinions or recommendations (if any)
contained in this publication are appropriate to their investment objectives, financial situation or particular needs
before acting on such opinions or recommendations. This publication is not for public circulation or reproduction
whether in whole or in part and is not to be disclosed to any person other than the intended recipient, without
obtaining the prior written consent of Aegis. Aegis and/or the Participant, their officers, employees or its related
bodies corporate may, from time to time hold positions in any securities included in this report and may buy or
sell such securities or engage in other transactions involving such securities. Aegis and the Participant, their
directors and associates declare that from time to time they may hold interests in and/or earn brokerage, fees or
other benefits from the securities mentioned in this publication.

Aegis, its officers, employees and its related bodies corporate have not and will not receive, whether directly or
indirectly, any commission, fee, benefit or advantage, whether pecuniary or otherwise in connection with making
any statements and/or recommendation (if any), contained in this Report. Aegis discloses that from time to time it
or its officers, employees and related bodies corporate may have an interest in the securities, directly or indirectly,
which are the subject of these statements and/or recommendations (if any) and may buy or sell securities in the
companies mentioned in this publication; may effect transactions which may not be consistent with the
statements and/or recommendations (if any) in this publication; may have directorships in the companies
mentioned in this publication; and/or may perform paid services for the companies that are the subject of such
statements and/or recommendations (if any). However, under no circumstances has Aegis been influenced, either
directly or indirectly, in making any statements and/or recommendations (if any) contained in this Report.

The information contained in this publication must be read in conjunction with the Legal Notice which can be
located at http://www.aer.com.au
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LIMITED

Sector
Life Sciences

Industry Group
Biotechnology

Sub Industry
Biopharmaceutical

Disease Target
Infectious diseases in Poultry/
Pigs. Pet Flea Control

Company Overview

Imugene is an animal health biopharmaceutical company developing and
commercialising biological products for the intensive farming industries of pigs
and poultry.

Imugene's products have advantages over existing products including:
(i) substantially improving the health of animals through greater efficacy;

(ii) cost effectively improving productivity and profitability of intensively
farmed animals; and

(iii) reducing consumer exposure to antibiotic, hormone and chemical residues
by using safe biodegradable, biological treatments, thereby reducing
development of antibiotic resistant ‘superbugs’.

Detailed information on Imugene, its products and strategy is contained on the
company's website: www.imugene.com

Strategy

Global commercialisation of Imugene's portfolio of biological products using
subcontracted manufacturing, existing veterinary distribution networks and a
limited number of sublicense agreements with the top global animal health
companies.

To gain early cash flows, product option agreements have been signed with
Merial, the world's second largest animal health company. These agreements
allow Imugene to focus on commercialising other products within its portfolio to
maximise profits and shareholder returns.

Key Executives

Graham Dowland (B Comm, ACA), Executive Chairman: Has over 15 years
experience as executive director in assisting public companies listed in
Australia, Canada and the UK particularly during development phases.

Dr Warwick Lamb (BVSc M Vet Clin Stud FACVSc), Managing Director: A
specialist veterinarian with 15 years experience, including R&D contract
projects with major international veterinary pharmaceutical companies.

Dr Michael Sheppard (BSc Hons PhD), Chief Scientific Officer: A molecular
biologist (who with Dr. Kevin Fahey), was a key initiator of production animal
compounds at CSIRO, and has gained international commercial experience in
the USA with the world's largest pharmaceutical company, Pfizer.

Dr Paul MacLeman (MBA, BVSc, Post Grad Cert Eng, FAICD), Chief Operating
Officer: A production animal veterinarian with over 15 years international
experience in animal health biopharma financing, management, product
commercialisation and strategic development of technology portfolios.

Dr Kevin Fahey (BSc MSc PhD FASM), Chairman — Commercialisation R & D;
Scientific Advisory Board: Has had a distinguished international corporate and
scientific career, most previously as Scientific Director — Research Investments
for Pfizer Global R&D (USA).

Key investment information

Market Cap: $21.5M
Capital Structure (M)

Ord shares on issue: 130.6
Options (fully diluted): 20.0
Convertible notes/other: 0.0
Price as at 02-Aug: $0.17
12 month H/L: $0.11 - $0.38
Market turnover (pa): $29.0M
Official listing date: Nov-93
Substantial Shareholders

Queensland Investment Corp 6.4%
Graham Dowland 5.2%
Cash Position

Cash (as at Jun -05 ): $4.3M
Years with >

planned expenditure:

R&D as % expenditure: 70%

Company contact

i\

Dr Paul MacLeman
Chief Operating Officer

pmacleman@imugene.com
61 419 401 445

www.imugene.com
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Main Company R&D Projects - Major Technology & Market

1: Poultry Productivity Enhancer

Target Market: Global poultry market There is a growing need to enhance the productivity of meat animals
>US$1B globally. There is also a world wide government mandated reduction
Stage: Commercial in the use of chemical growth promotants. This product has raised
contracts/commercial & growth rates 15% in all husbandry systems and would be given to
regulatory trials every bird, not just for disease control. The product will be cheap,
Target Date: 2006-2007 safe and easy to administer.

2: Pig Diarrhoea Treatment

Target Market: Pig gut disease >US450M The Receptor Mimic product binds and neutralises disease-causing

Stage: Scale-up/Regulatory trials ~ toxins. Bacterial toxins are the major cause of diarrhoea and loss in

Target Date: 2006 weaning piglets. This has been controlled through the use of
antibiotics. Antibiotics are being banned, potentially leading to large
losses unless a safe, reliable alternative can be found. The product is
effective, residue free, has no effect on beneficial bacteria in the gut
and cannot contribute to antibiotic resistance. These biological RMT
products have a much faster path to market than drugs.

3: Imugene Pipeline

Target Market: Vaccines and other products Imugene is developing a number of other vaccines for poultry and
for global production animal pigs. The targets have been selected for high unmet need & value

markets >US$1.5B and technology synergies. The lead pig product PRRS addresses a
Stage: Proof of Principle to disease affecting 80% of pig herds worldwide, has no competitors

commercial contracts and could be alone in a US$400Mpa market. Further RMT products
Target Date: 2006-2008 are also being developed. All Imugene products share strong

intellectual property positions, are residue free, cost effective, can be
administered via feed, water, aerosol or injection to produce a
targeted immune response.

Aegis Comments

Market Position: IMU has two platform technologies, adenoviral vector vaccines (AVVT) and Receptor Mimic
Technology (RMT), aimed at preventing pig and poultry diseases and promoting growth. Increasing global regulation
favouring biological alternatives to antibiotic use in the animal food chain underlies IMU’s potential. Merial, a US$2B
in sales, animal health company is negotiating to become IMU's first major global sub-licensing partner (for 3 vector
vaccines). IMU plans to take RMT products to market itself. A flea vaccine for companion animals is also in early
stage development.

Milestone Record: In the Jun-05 quarter, IMU improved scale-up processes in Poultry Productivity Enhancer (PPE)
production; optimised the PPE product formulation; responded to regulator queries about the PPE submission data;
finalised sub-licensing negotiations for PPE; optimised the Bird Flu trial vaccine; and prepared to ship PRRS vaccine
to major animal health companies for trial evaluations. Earlier, a large PPE trial showed excellent weight gain and
feed conversion results.

Risk Profile: IMU's risk is mitigated as the development and approval of animal health products typically takes less
than half the time required for human drugs. As biologicals, RMT products don't need toxicity tests, making them
even easier and quicker to approve. Both RMT and AVVT have increasing patent grants in major territories. IMU
plans to mitigate cash needs by early product sub-licensing. IMU had $4.3M cash at Jun-05, projected to last 2
years.

Grower pigs Share price performance
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