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Announcement
FULL YEAR RESULTS - 30 JUNE 2014

Melbourne, 15 September 2014: Australian infectious disease therapy and vaccine development company
BioDiem Limited (“BioDiem” or the “Company”) is pleased to announce and attach the Company’s 2014 Full Year
Results to shareholders.

ENDS
About BioDiem Ltd

BioDiem is an Australian biopharmaceutical company based in Melbourne, that is focussed on developing and
commercialising vaccines and infectious disease therapies. BioDiem’s business model is to generate income
from partnerships including with other vaccine development companies through existing and new licences to its
LAIV vaccine and other technologies. BioDiem has an established influenza vaccine licensing business. Its
revenue comes from licence fees and royalties on sales.

BioDiem’s lead technology, the LAIV (Live Attenuated Influenza Virus) vaccine, is used for production of seasonal
and pandemic influenza vaccines and is given intranasally. This technology is licensed currently to two
commercial partners, in India and China, and is licenced to the World Health Organisation as part of the Global
Pandemic Influenza Action Plan to Increase Vaccine Supply. Serum Institute of India’s Nasovac-S™ is based on
BioDiem’s technology and is already marketed in India.

BioDiem’s BDM-I is a synthetic antimicrobial compound targeting the treatment of serious human infections.
BDM-I is active against a range of disease-causing micro-organisms. Key patents have been granted worldwide.
BioDiem has benefited from work conducted by major research institutions in the United States that have
undertaken studies of BDM-I. BDM-I is in the preclinical stage of development and BioDiem seeks co-
development and co-investment partners for this technology.

For additional information, please visit www.biodiem.com

Further information

Julie Phillips, Chief Executive Officer
BioDiem Ltd

Phone + 6139692 7240

Email  jphillips@biodiem.com
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BioDiem Limited
Directors' report
30 June 2014

The directors present their report, together with the financial statements, on the consolidated entity (referred to hereafter as
the 'consolidated entity') consisting of BioDiem Limited (referred to hereafter as the 'company' or 'parent entity') and the
entities it controlled at the end of, or during, the year ended 30 June 2014.

Directors
The following persons were directors of BioDiem Limited during the whole of the financial year and up to the date of this
report, unless otherwise stated:

Mr Hugh M Morgan AC
Ms Julie Phillips

Mr Donald S Brooks

Dr Arthur Kwok Cheung Li
Dr Larisa Rudenko

Principal activities

During the financial year the principal continuing activities of the consolidated entity consisted of:
e The development and commercialisation of pharmaceutical and biomedical research.

e Securing licences for its range of biopharmaceutical products currently under development.

Dividends
There were no dividends paid, recommended or declared during the current or previous financial year.

Review of operations
The loss for the consolidated entity after providing for income tax amounted to $1,018,349 (30 June 2013: $2,316,160).

Royalty and milestone revenues in 2014 were $0.093m compared to $0.075m in 2013, while interest income was $0.015m
compared to $0.021m during the corresponding period in 2013. Research activity costs were $0.624m compared to
$1.170m in 2013. Administration expenses were $1.068m as compared to $1.231m in the previous year.

The Group commenced the financial year with cash reserves of $1.172m. Cash inflows from share issues totalled $1.308m
compared to $2.000m in 2013 before costs. Cash outlays were $1.798m compared to $2.404m in the prior year for
research and administration. Cash inflows were $0.093m from licensing agreements (2013: $0.75m from milestone
payments). Cash receipts from the R&D Tax Incentive were $0.583m compared to $0.317m in the previous year. Cash
reserves at the end of the financial year totalled $1.337m. The Company holds its cash reserves mainly in Australian term
deposits. In addition the Group holds funds in a US dollar account. This helps to provide a natural hedge against future
overseas research expenditures. The Group has not entered into any forward contracts.

REVIEW OF RESEARCH

The focus of the Group during the year was to continue development of its assets towards commercialisation and
outlicensing.

VACCINE TECHNOLOGIES
Live attenuated influenza virus technology

BioDiem’s licensee, the Serum Institute of India (SIIL) announced the marketing approval given by the Indian regulatory
authority for their LAIV seasonal influenza vaccine, Nasovac-S. The product is now on the market in India and modest
royalties will flow to BioDiem from sales of Nasovac-S in the private market. SIIL will now seek WHO prequalification which
will allow it to export the vaccine to other developing countries. Changchun BCHT Biotechnology Co (BCHT) continues
progress of the development of its LAIV seasonal vaccine under licence. BCHT submitted an application to conduct
clinical trials to the Chinese FDA in October 2013. BioDiem continues to seek new licencees for this technology to gain
income from milestone and royalty payments.

A new laboratory facility has been completed at the Institute for Experimental Medicine (IEM), Biodiem's licensor, which will
allow it to continue to prepare and supply LAIV reassortants viruses for the WHO. This facility was funded by the WHO and
PATH organisations. Efficacy trials for LAIV seasonal influenza vaccine in children 2-5 years (randomized, double-blind
placebo-controlled design, n=1761) in Bangladesh and Senegal which were funded by the PATH organization, CDC, and
the Bill and Melinda Gates Foundation were completed during the year. The final report is expected to be completed within
the next six months.
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LAIV Vector technology

The project at the RMIT under Professor Peter Smooker continued to explore novel options for LAIV vector development
as a basis for new non-influenza vaccines. New research work is planned to be conducted at the IEM.

SAVINE technology

SAVINE Therapeutics Pty Ltd was acquired in December 2011 to access proprietary technologies for targeting
tuberculosis, Epstein Barr virus, HIV and other diseases. Commercial discussions continue with a view to development of
the technology with external funding for outlicence.

Dengue fever vaccine technology

In June 2012 BioDiem acquired a licence for a flavivirus vaccine technology from the Australian National University with the
first disease target being dengue fever. This project has been returned to the ANU for further development.

Liver targeting technology

In June 2012 BioDiem acquired a licence for a hepatitis vaccine technology from the University of Canberra. Additional
research work is required to develop a commercial data package and this will be undertaken by the University of Canberra.

INFECTIOUS DISEASE TECHNOLOGY
BDM-I

Continued development of BDM-I as a treatment against a broad range of serious pathogens occurred through the year.
Pilot proof-of-concept in vivo studies were hampered by a technical problem with the BDM-I formulation chosen. This
requires that we prepare a new formulation development plan.

. The NIH fungal program was presented as a poster at the American Society of Microbiology’s Denver ICAAC
conference

. A new US patent for BDM-I for claims relating to skin and soft tissue infections was granted to add to those already
granted for protozoal infections and vulvovaginitis.

. Two new Australian studies of BDM-I looking at mechanism of action and resistance were commenced. The
results of these will be used to profile BDM-I's novelty and potential value as a human therapeutic and will be used for
commercial discussions.

OTHER TECHNOLOGIES

BDM-E
Commercial discussions were initiated to outlicence the BDM-E technology for further development.

Significant changes in the state of affairs
On 14 November 2013 the company was delisted from the Official List of the ASX, after receiving approval from
shareholders at the Annual General Meeting on 8 October 2013.

In February 2014 6,151,157 fully paid ordinary shares were issued upon exercise of options at $0.08 (8 cents) raising
$492,093. A further $400 was raised from the exercise of 5,000 options in June 2014.

In April 2014 the company completed a Rights Issue, issuing 11,758,890 fully paid ordinary shares, with the shortfall of
3,066,819 allocated to shareholders applying for additional shares above their allocation, raising a total of $815,414 before
costs.

There were no other significant changes in the state of affairs of the consolidated entity during the financial year.

Matters subsequent to the end of the financial year

No matter or circumstance has arisen since 30 June 2014 that has significantly affected, or may significantly affect the
consolidated entity's operations, the results of those operations, or the consolidated entity's state of affairs in future
financial years.
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Likely developments and expected results of operations
The Company will continue to implement its existing strategy by focusing on the development of its various technologies in

an economically efficient manner.

Environmental regulation

The consolidated entity is not subject to any significant environmental regulation under Australian Commonwealth or State

law.

Information on directors
Name:

Title:

Qualifications:

Experience and expertise:

Special responsibilities:

Name:
Title:
Qualifications:

Experience and expertise:

Name:
Title:
Qualifications:

Experience and expertise:

Special responsibilities:

Hugh M Morgan AC

Chairman, Non-Executive Director

LLB, BCom

Hugh Morgan is Principal of First Charnock Pty Ltd. Hugh was appointed Chief
Executive Officer of Western Mining Corporation (1990-2003) and prior to that served
as an Executive Officer (1976-1986) and then Managing Director (from June 1986).
Hugh has served as a Director of Alcoa of Australia Limited (1977-1998 and 2002-
2003); Director of Alcoa Inc. (1998-2001); Member of the Board of the Reserve Bank
of Australia (1981-1984 and 1996-2007); President of the Australian Japan Business
Co-Operation Committee (1999-2006); Joint Chair of the Commonwealth Business
Council (2003-2005) and now Emeritus Director; President of the Business Council of
Australia (2003-2005) and now an Honorary Member; Member of the Anglo American
plc Australian Advisory Board (2006-2014). Hugh is a Member of the Lafarge
International Advisory Board; Chairman of the Order of Australia Association
Foundation Limited; Trustee Emeritus of The Asia Society New York; Chairman
Emeritus of the Asia Society AustralAsia Centre; Member of the Asia Society
Australia Advisory Council; President of the National Gallery of Victoria Foundation.
Hugh is a graduate in Law and Commerce from the University of Melbourne.
Chairman of Audit Committee, Chairman of Remuneration and Nomination
Committee

Julie Phillips

Chief Executive Officer

BPharm, DHP, MSc, MBA

Ms Julie Phillips was appointed to the position of Chief Executive Officer on July 14,
2009 and was appointed a Director on May 7, 2010. She has a strong background in
the biotech and pharmaceutical industry, having worked as the CEO and Director of
start-up Australian biotechnology companies operating in the life sciences sector. Her
technical background in clinical trials, regulatory affairs and pharmacoeconomic
assessment/pricing of therapeutics was gained in multinational pharmaceutical
companies with responsibility for market entry of new products in Australia and New
Zealand. She is a Director of AusBiotech Ltd, the peak biotechnology industry
association in Australia.

Larisa Rudenko

Director of Russian Projects, Non-Executive Director

MD, PhD, DSc

Professor Larisa Rudenko is Head of the Virology Department in the Institute of
Experimental Medicine, St. Petersburg, Russia. Professor Rudenko worked with
Academician Smorodintsev and has been responsible for the development and
clinical trials of the live attenuated influenza vaccines in Russia. She is recognised as
one of the world’s leading experts in live attenuated influenza vaccines and as such
has worked closely over the past 20 years with scientists at the Centers for Disease
Control and Prevention, Atlanta, USA in developing effective influenza prophylaxis
programs for use in children and in the elderly. She has published in excess of 225
scientific papers and 42 patents. Under her supervision, 11 PhD and 2 DSc theses
have been prepared. In 1999 her contribution to medical science was recognised with
the award of the title of Honoured Scientist of the Russian Federation. Professor
Rudenko is currently leading the WHO and PATH programs, developing a new
pandemic LAIV.

Member, Remuneration and Nomination Committee
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Name:
Title:
Qualifications:

Experience and expertise:

Special responsibilities:

Name:
Title:
Qualifications:

Experience and expertise:

Special responsibilities:

Company secretary

Donald S Brooks

Non-Executive Director

BA, JD

Mr Don Brooks, a graduate of Columbia University School of Law, is a US-based
lawyer, who for many years was Senior Counsel-Licensing at Merck & Co., Inc. and
was formerly its Counsel for U.S. pharmaceutical operations and Counsel for its
research operations. He retired from Merck in 1993 and since that time has served as
Counsel to a U.S. law firm representing clients in the biotechnology industry, as well
as serving as an advisor to firms in the biotechnology and the pharmaceutical industry
in general. He has been general counsel of Maryland-based biotech company,
EntreMed Inc.

Member Audit Committee, Member of Remuneration and Nomination Committee

Arthur Kwok Cheung Li GBS JP

Non-Executive Director

BA, MA, MB BChir, MD, HonDSc (Hull), HonDLitt (HKUST), HonDoc (Soka), HonLLD
(CUHK), HonDSc(Med) (UCL), HonLLD (UWE), FRCS, FRCSEd, FRACS, FCSHK,
FHKAM (Surgery), HonFPCS, HonFRCGlas, HonFRSM, HonFRCS(I), HonFACS,
HnFRCP(Lon), HonFCSHK, HonFASA, Emeritus Professor of Surgery (CUHK)
Professor Arthur Li was appointed a Director on May 7, 2010. Professor Li was
awarded the degree of Doctor of Medicine by University of Cambridge, UK. He is a
well-credentialed and respected educator and surgeon who is currently Deputy
Chairman of The Bank of East Asia and is Emeritus Professor of Surgery of The
Chinese University of Hong Kong. He is a member of the Executive Council of the
Hong Kong Special Administrative Region. He is also a Director of AFFIN Holdings
Berhad. Among his many previous appointments and associations, he has been a
Council Fellow of the University of Melbourne, Dean of the Faculty of Medicine and
Vice-Chancellor of The Chinese University of Hong Kong. Professor Li was the
Secretary for Education and Manpower of the Government of HKSAR. He was also a
member of the Board of Glaxo Wellcome plc. He is a member of the National
Committee of the Chinese People’s Political Consultative Conference.

Member Audit Committee

Melanie Leydin is company secretary and has 23 years’ experience in the accounting profession and is a director and
company secretary for a number of oil and gas, junior mining and exploration entities listed on the Australian Securities
Exchange. She is a Chartered Accountant and a Registered Company Auditor. She graduated from Swinburne University
in 1997, became a Chartered Accountant in 1999 and since February 2000 has been the principal of chartered accounting
firm, Leydin Freyer specialising in outsourced company secretarial and financial duties for resources and biotechnology

sectors.

Meetings of directors

The number of meetings of the company's Board of Directors ('the Board') held during the year ended 30 June 2014, and
the number of meetings attended by each director were:

Hugh M Morgan

Julie Phillips

Larisa Rudenko
Donald S Brooks
Arthur Kwok Cheung Li

Nomination and

Full Board Remuneration Committee Audit and Risk Committee
Attended Held Attended Held Attended Held
13 13 - - 2 2
13 13 - -
13 13 - - - -
13 13 - - 2 2
10 13 - -

Held: represents the number of meetings held during the time the director held office.
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Shares under option
Unissued ordinary shares of BioDiem Limited under option at the date of this report are as follows:

Exercise Number
Grant date Expiry date price under option
5 December 2012 31 December 2014 $0.080 18,482,417

No person entitled to exercise the options had or has any right by virtue of the option to participate in any share issue of
the company or of any other body corporate.

Shares issued on the exercise of options

The following ordinary shares of BioDiem Limited were issued during the year ended 30 June 2014 and up to the date of
this report on the exercise of options granted:

Exercise Number of
Date options granted price shares issued
5 December 2012 - Options issued as part of Rights Issue $0.080 6,151,157

Indemnity and insurance of officers
The company has indemnified the directors and executives of the company for costs incurred, in their capacity as a director
or executive. for which they may be held personally liable, except where there is a lack of good faith.

During the financial year, the company paid a premium in respect of a contract to insure the directors and executives of the
company against a liability to the extent permitted by the Corporations Act 2001. The contract of insurance prohibits
disclosure of the nature of liability and the amount of the premium.

Indemnity and insurance of auditor

The company has not, during or since the end of the financial year, indemnified or agreed to indemnify the auditor of the
company or any related entity against a liability incurred by the auditor.

Proceedings on behalf of the company

No person has applied to the Court under section 237 of the Corporations Act 2001 for leave to bring proceedings on
behalf of the company, or to intervene in any proceedings to which the company is a party for the purpose of taking
responsibility on behalf of the company for all or part of those proceedings.

Auditor's independence declaration

A copy of the auditor's independence declaration as required under section 307C of the Corporations Act 2001 is set out
on the following page.

Auditor
Grant Thornton Audit Pty Ltd continues in office in accordance with section 327 of the Corporations Act 2001.

This report is made in accordance with a resolution of directors, pursuant to section 298(2)(a) of the Corporations Act
2001.

On behalf of the directors

<ot

H M Morgan AC
Director

4 September 2014 \
Melbourne



o Grant Thornton

The Rialto, Level 30
525 Collins St
Melbourne Victoria 3000

Correspondence to:
GPO Box 4736
Melbourne Victoria 3001

T+61 3 8320 2222

F +61 3 8320 2200

E info.vic@au.gt.com

W www.grantthornton.com.au

Auditor’s Independence Declaration
To the Directors of BioDiem Limited

In accordance with the requirements of section 307C of the Corporations Act 2001, as lead
auditor for the audit of BioDiem Limited for the year ended 30 June 2014, I declare that, to
the best of my knowledge and belief, there have been:

a no contraventions of the auditor independence requirements of the Corporations Act
2001 in relation to the audit; and

b no contraventions of any applicable code of professional conduct in relation to the
audit.

2 7
GRANT THORNTON AUDIT PTY LTD
Chartered Accountants

b

M.A. Cunningham
Partner - Audit & Assurance

Melbourne, 4 September 2014

Grant Thornton Audit Pty Ltd ACN 130 913 594
a subsidiary or related entity of Grant Thornton Australia Ltd ABN 41 127 556 389

‘Grant Thornton'’ refers to the brand under which the Grant Thornton member firms provide assurance, tax and advisory services to their clients and/or refers to one or more member firms, as the
context requires. Grant Thornton Australia Ltd is a member firm of Grant Thornton International Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. GTIL and each member firm
is a separate legal entity. Services are delivered by the member firms. GTIL does not provide services to clients. GTIL and its member firms are not agents of, and do not obligate one another and
are not liable for one another's acts or omissions. In the Australian context only, the use of the term ‘Grant Thornton’ may refer to Grant Thorton Australia Limited ABN 41 127 556 389 and its
Australian subsidiaries and related entities. GTIL is not an Australian related entity to Grant Thornton Australia Limited.

Liability limited by a scheme approved under Professional Standards Legislation. Liability is limited in those States where a current
scheme applies.
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Statement of profit or loss and other comprehensive income
For the year ended 30 June 2014

Note

Revenue 3
Other income 4
Expenses

Licence fees and royalty expenses

Research and development expenses

Administration expenses

Net foreign exchange loss

Loss before income tax expense

Income tax expense 6

Loss after income tax expense for the year attributable to the owners of
BioDiem Limited

Other comprehensive income for the year, net of tax

Total comprehensive income for the year attributable to the owners of
BioDiem Limited

Consolidated

June 2014 June 2013
$ $
113,939 101,615
583,042 16,338
(16,206) (33,768)
(623,624) (1,169,662)
(1,068,606) (1,230,683)
(6,894) -
(1,018,349) (2,316,160)
(1,018,349) (2,316,160)
(1,018,349) (2,316,160)

The above statement of profit or loss and other comprehensive income should be read in conjunction with the

accompanying notes
8



BioDiem Limited

Statement of financial position

As at 30 June 2014

Assets

Current assets
Cash and cash equivalents

Trade and other receivables

Other
Total current assets

Non-current assets

Property, plant and equipment

Total non-current assets
Total assets

Liabilities

Current liabilities

Trade and other payables
Employee benefits

Total current liabilities
Non-current liabilities
Employee benefits

Total non-current liabilities

Total liabilities

Net assets

Equity

Issued capital
Reserves
Accumulated losses

Total equity

Note

10

11
12

13

14
15

Consolidated

June 2014 June 2013
$ $

1,336,812 1,171,738
11,965 48,118
142,471 128,701
1,491,248 1,348,557

- 6,994

- 6,994

1,491,248 1,355,551
76,607 269,764
26,044 11,328
102,651 281,092
31,053 7,013
31,053 7,013
133,704 288,105
1,357,544 1,067,446
30,087,862 28,812,349
296,532 263,598
(29,026,850) (28,008,501)
1,357,544 1,067,446

The above statement of financial position should be read in conjunction with the accompanying notes
9
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Consolidated
Balance at 1 July 2012

Loss after income tax expense for the year
Other comprehensive income for the year, net of tax

Total comprehensive income for the year

Transactions with owners in their capacity as owners:
Contributions of equity, net of transaction costs (note 14)

Balance at 30 June 2013

Consolidated
Balance at 1 July 2013

Loss after income tax expense for the year
Other comprehensive income for the year, net of tax

Total comprehensive income for the year
Transactions with owners in their capacity as owners:
Contributions of equity, net of transaction costs (note 14)

Share-based payments (note 25)

Balance at 30 June 2014

Share based

Issued Compensation Accumulated Total
Capital Reserve Losses equity
$ $ $
26,929,511 263,598 (25,692,341) 1,500,768
- - (2,316,160)  (2,316,160)
- - (2,316,160)  (2,316,160)
1,882,838 - - 1,882,838
28,812,349 263,598 (28,008,501) 1,067,446
Share based
Issued Compensation Accumulated Total
Capital Reserve Losses equity
$ $ $
28,812,349 263,598 (28,008,501) 1,067,446
- - (1,018,349) (1,018,349)
- - (1,018,349) (1,018,349)
1,275,513 - - 1,275,513
- 32,934 - 32,934
30,087,862 296,532 (29,026,850) 1,357,544

The above statement of changes in equity should be read in conjunction with the accompanying notes
10
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Statement of cash flows
For the year ended 30 June 2014

Consolidated
Note June 2014 June 2013

$ $

Cash flows from operating activities
Cash receipts in course of operations 98,798 82,515
Cash payments in course of operations (1,798,254) (2,404,678)

(1,699,456) (2,322,163)
Interest received 15,344 20,525
R&D Tax Offset received 583,042 317,000
Net cash used in operating activities 24 (1,101,070)  (1,984,638)
Cash flows from investing activities
Payments for property, plant and equipment 10 - (5,243)
Deposits supporting guarantees (4,096) (6,081)
Net cash used in investing activities (4,096) (11,324)
Cash flows from financing activities
Proceeds from issue of shares 14 1,307,907 2,000,000
Net costs of issue of shares (32,394) (119,054)
Net cash from financing activities 1,275,513 1,880,946
Net increase/(decrease) in cash and cash equivalents 170,347 (115,016)
Cash and cash equivalents at the beginning of the financial year 1,171,738 1,267,211
Effects of exchange rate changes on cash and cash equivalents (5,273) 19,543
Cash and cash equivalents at the end of the financial year 7 1,336,812 1,171,738

The above statement of cash flows should be read in conjunction with the accompanying notes
11
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Notes to the financial statements
30 June 2014

Note 1. General information

The financial statements cover BioDiem Limited as a consolidated entity consisting of BioDiem Limited and its subsidiaries.
The financial statements are presented in Australian dollars, which is BioDiem Limited's functional and presentation
currency.

BioDiem Limited is an unlisted public company limited by shares, incorporated and domiciled in Australia. Its registered
office and principal place of business is:

Level 4, 100 Albert Road
South Melbourne, VIC 3205

A description of the nature of the consolidated entity's operations and its principal activities are included in the directors'
report, which is not part of the financial statements.

The financial statements were authorised for issue, in accordance with a resolution of directors, on 4 September 2014. The
directors have the power to amend and reissue the financial statements.

Note 2. Significant accounting policies

The principal accounting policies adopted in the preparation of the financial statements are set out below. These policies
have been consistently applied to all the years presented, unless otherwise stated.

New, revised or amending Accounting Standards and Interpretations adopted
The consolidated entity has adopted all of the new, revised or amending Accounting Standards and Interpretations issued
by the Australian Accounting Standards Board ('AASB') that are mandatory for the current reporting period.

Any new, revised or amending Accounting Standards or Interpretations that are not yet mandatory have not been early
adopted.

Going concern
The financial report has been prepared on the going concern basis, which assumes continuity of normal business activities
and the realisation of assets and the settlement of liabilities in the ordinary course of business.

The Group reported a net loss after tax of $1.018m (2013: $2.316m net loss after tax) for the financial year ended 30 June

2014. The net loss after tax is directly attributable to the expenditures incurred in ongoing research and development

activities, as well as administration expenditure. Despite the net loss after tax incurred for the 2014 financial year, the

Directors have prepared the annual financial statements on the going concern basis. The going concern basis is

considered appropriate based on a combination of the existing net assets of the Group, which amount to $1.358m (2013:

$1.067m), including cash and cash equivalent assets of $1.337m (2012: $1.171m), and the expectation of Group‘s ongoing

ability to successfully secure additional sources of financing. In this regard, the Directors note the following:

e The Group has a marketing agreement with the Serum Institute of India (“Serum”), which will entitle the Group to
royalty income upon the commencement of sales of LAIV seasonal influenza vaccine. The Group anticipates royalty
income will be generated from this license agreement within the next 12 months.

e The Group has a LAIV licensing agreement with the Changchun BCHT Biotechnology Co., where the vaccine subject
to the LAIV licensing agreement is currently under development. If the development and commercialisation of the
vaccine successful, the LAIV licensing agreement is expected to provide further royalty income streams over the next
two years.

e The Group is considering other alternative sources of cash inflows from financing initiatives, such as capital raisings.

e Directors have the ability to curtail discretionary expenditures, which form a significant part of the Group’s total
expenditure, enabling the Group to fund its operating expenditures within its available cash reserves.

For these reasons, the Directors believe the Group has positive future prospects and are satisfied the going concern basis
of preparation of these annual financial statements is appropriate.

Whilst the directors are confident in the Group’s ability to continue as a going concern, in the event the commercial
opportunities and potential sources of financing described above do not eventuate as planned, there is uncertainty as to
whether the Group will be able to generate sufficient net operating cash inflows or execute alternative funding
arrangements to enable it to continue as a going concern.



BioDiem Limited
Notes to the financial statements
30 June 2014

Note 2. Significant accounting policies (continued)

Consequently, material uncertainty exists as to whether the Group will continue as a going concern and it may therefore be
required to realise assets, extinguish liabilities at amounts different to those recorded in the statement of financial position
and settle liabilities other than in the ordinary course of business.

Basis of preparation

These general purpose financial statements have been prepared in accordance with Australian Accounting Standards and
Interpretations issued by the Australian Accounting Standards Board ('AASB') and the Corporations Act 2001, as
appropriate for for-profit oriented entities. These financial statements also comply with International Financial Reporting
Standards as issued by the International Accounting Standards Board ('IASB').

Historical cost convention

The financial statements have been prepared under the historical cost convention, except for, where applicable, the
revaluation of available-for-sale financial assets, financial assets and liabilities at fair value through profit or loss,
investment properties, certain classes of property, plant and equipment and derivative financial instruments.

Principles of consolidation

The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of BioDiem Limited
(‘company' or 'parent entity') as at 30 June 2014 and the results of all subsidiaries for the year then ended. BioDiem
Limited and its subsidiaries together are referred to in these financial statements as the 'consolidated entity'.

Subsidiaries are all those entities over which the consolidated entity has control. The consolidated entity controls an entity
when the consolidated entity is exposed to, or has rights to, variable returns from its involvement with the entity and has
the ability to affect those returns through its power to direct the activities of the entity. Subsidiaries are fully consolidated
from the date on which control is transferred to the consolidated entity. They are de-consolidated from the date that control
ceases.

Intercompany transactions, balances and unrealised gains on transactions between entities in the consolidated entity are
eliminated. Unrealised losses are also eliminated unless the transaction provides evidence of the impairment of the asset
transferred. Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the
policies adopted by the consolidated entity.

The acquisition of subsidiaries is accounted for using the acquisition method of accounting. A change in ownership interest,
without the loss of control, is accounted for as an equity transaction, where the difference between the consideration
transferred and the book value of the share of the non-controlling interest acquired is recognised directly in equity
attributable to the parent.

Where the consolidated entity loses control over a subsidiary, it derecognises the assets including goodwill, liabilities and
non-controlling interest in the subsidiary together with any cumulative translation differences recognised in equity. The
consolidated entity recognises the fair value of the consideration received and the fair value of any investment retained
together with any gain or loss in profit or loss.

Foreign currency translation
The financial statements are presented in Australian dollars, which is BioDiem Limited's functional and presentation
currency.

Foreign currency transactions

Foreign currency transactions are translated into Australian dollars using the exchange rates prevailing at the dates of the
transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the
translation at financial year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are
recognised in profit or loss.

Revenue recognition
Revenue is recognised when it is probable that the economic benefit will flow to the consolidated entity and the revenue
can be reliably measured. Revenue is measured at the fair value of the consideration received or receivable.
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Note 2. Significant accounting policies (continued)

Licensing fees

Licensing fees derived from the grant of rights to exploit certain master donor strains are recognised by reference to the
stage of completion at the transaction date. This is expected to be when the milestone events outlined in the contract have
occurred.

No revenue is recognised unless the outcome of a transaction can be estimated reliably, it is probable that the economic
benefits associated with the transaction will flow to the entity, the stage of completion can be measured reliably, and costs
incurred for the transaction and costs to complete the transaction can be measured reliably.

Royalty revenue
Royalties are recognised in the period in which the right to receive the royalty has been established.

Grant revenue

Unconditional government grants are recognised in profit or loss as other income when the grant becomes receivable. Any
other government grant is recognised in the balance sheet initially as deferred income when received and when there is
reasonable assurance that the entity will comply with the conditions attaching to it. Grants that compensate the entity for
expenses incurred are recognised as revenue in profit or loss on a systematic basis in the same periods in which the
expenses are incurred.

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

Income tax

The income tax expense or benefit for the period is the tax payable on that period's taxable income based on the
applicable income tax rate for each jurisdiction, adjusted by changes in deferred tax assets and liabilities attributable to
temporary differences, unused tax losses and the adjustment recognised for prior periods, where applicable.

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates expected to apply when the
assets are recovered or liabilities are settled, based on those tax rates that are enacted or substantively enacted, except
for:

e When the deferred income tax asset or liability arises from the initial recognition of goodwill or an asset or liability in a
transaction that is not a business combination and that, at the time of the transaction, affects neither the accounting nor
taxable profits; or

e When the taxable temporary difference is associated with interests in subsidiaries, associates or joint ventures, and the
timing of the reversal can be controlled and it is probable that the temporary difference will not reverse in the
foreseeable future.

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if it is probable that
future taxable amounts will be available to utilise those temporary differences and losses.

The carrying amount of recognised and unrecognised deferred tax assets are reviewed each reporting date. Deferred tax
assets recognised are reduced to the extent that it is no longer probable that future taxable profits will be available for the
carrying amount to be recovered. Previously unrecognised deferred tax assets are recognised to the extent that it is
probable that there are future taxable profits available to recover the asset.

Deferred tax assets and liabilities are offset only where there is a legally enforceable right to offset current tax assets
against current tax liabilities and deferred tax assets against deferred tax liabilities; and they relate to the same taxable
authority on either the same taxable entity or different taxable entities which intend to settle simultaneously.

Current and non-current classification
Assets and liabilities are presented in the statement of financial position based on current and non-current classification.

An asset is current when: it is expected to be realised or intended to be sold or consumed in normal operating cycle; it is
held primarily for the purpose of trading; it is expected to be realised within 12 months after the reporting period; or the
asset is cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least 12 months
after the reporting period. All other assets are classified as non-current.
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Note 2. Significant accounting policies (continued)

A liability is current when: it is expected to be settled in normal operating cycle; it is held primarily for the purpose of
trading; it is due to be settled within 12 months after the reporting period; or there is no unconditional right to defer the
settlement of the liability for at least 12 months after the reporting period. All other liabilities are classified as non-current.

Deferred tax assets and liabilities are always classified as non-current.

Cash and cash equivalents

Cash and cash equivalents includes cash on hand, deposits held at call with financial institutions, other short-term, highly
liquid investments with original maturities of three months or less that are readily convertible to known amounts of cash and
which are subject to an insignificant risk of changes in value.

Trade and other receivables
Trade receivables are initially recognised at fair value and subsequently measured at amortised cost using the effective
interest method, less any provision for impairment. Trade receivables are generally due for settlement within 30 days.

Other receivables are recognised at amortised cost, less any provision for impairment.

Property, plant and equipment

Land and buildings are shown at fair value, based on periodic, at least every 3 years, valuations by external independent
valuers, less subsequent depreciation and impairment for buildings. The valuations are undertaken more frequently if there
is a material change in the fair value relative to the carrying amount. Any accumulated depreciation at the date of
revaluation is eliminated against the gross carrying amount of the asset and the net amount is restated to the revalued
amount of the asset. Increases in the carrying amounts arising on revaluation of land and buildings are credited in other
comprehensive income through to the revaluation surplus reserve in equity. Any revaluation decrements are initially taken
in other comprehensive income through to the revaluation surplus reserve to the extent of any previous revaluation surplus
of the same asset. Thereafter the decrements are taken to profit or loss.

Plant and equipment is stated at historical cost less accumulated depreciation and impairment. Historical cost includes
expenditure that is directly attributable to the acquisition of the items.

Depreciation is calculated on a straight-line basis to write off the net cost of each item of property, plant and equipment
(excluding land) over their expected useful lives as follows:

Plant and equipment 33%
Furniture and fittings 33%

The residual values, useful lives and depreciation methods are reviewed, and adjusted if appropriate, at each reporting
date.

Leasehold improvements and plant and equipment under lease are depreciated over the unexpired period of the lease or
the estimated useful life of the assets, whichever is shorter.

An item of property, plant and equipment is derecognised upon disposal or when there is no future economic benefit to the
consolidated entity. Gains and losses between the carrying amount and the disposal proceeds are taken to profit or loss.
Any revaluation surplus reserve relating to the item disposed of is transferred directly to retained profits.

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

Expenditure on any development activities, whereby research findings are applied to a plan or design for the production of
new or substantially improved products and processes, is capitalised if the product is technically feasible and the Group
has sufficient resources to complete development. 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 the profit or loss as an expense as incurred. Capitalised development
expenditure is stated at cost less accumulated amortisation and impairment losses.
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Note 2. Significant accounting policies (continued)

Impairment of non-financial assets

Goodwill and other intangible assets that have an indefinite useful life are not subject to amortisation and are tested
annually for impairment, or more frequently if events or changes in circumstances indicate that they might be impaired.
Other non-financial assets are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the asset's carrying
amount exceeds its recoverable amount.

Recoverable amount is the higher of an asset's fair value less costs of disposal and value-in-use. The value-in-use is the
present value of the estimated future cash flows relating to the asset using a pre-tax discount rate specific to the asset or
cash-generating unit to which the asset belongs. Assets that do not have independent cash flows are grouped together to
form a cash-generating unit.

Trade and other payables

These amounts represent liabilities for goods and services provided to the consolidated entity prior to the end of the
financial year and which are unpaid. Due to their short-term nature they are measured at amortised cost and are not
discounted. The amounts are unsecured and are usually paid within 30 days of recognition.

Employee benefits

Short-term employee benefits

Liabilities for wages and salaries, including non-monetary benefits, annual leave and long service leave expected to be
settled within 12 months of the reporting date are recognised in current liabilities in respect of employees' services up to
the reporting date and are measured at the amounts expected to be paid when the liabilities are settled.

Other long-term employee benefits

The liability for annual leave and long service leave not expected to be settled within 12 months of the reporting date are
recognised in non-current liabilities, provided there is an unconditional right to defer settlement of the liability. The liability is
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 currency that match, as closely as
possible, the estimated future cash outflows.

Share-based payments
Equity-settled and cash-settled share-based compensation benefits are provided to employees.

Equity-settled transactions are awards of shares, or options over shares, that are provided to employees in exchange for
the rendering of services. Cash-settled transactions are awards of cash for the exchange of services, where the amount of
cash is determined by reference to the share price.

The cost of equity-settled transactions are measured at fair value on grant date. Fair value is independently determined
using either the Binomial or Black-Scholes option pricing model that takes into account the exercise price, the term of the
option, the impact of dilution, the share price at grant date and expected price volatility of the underlying share, the
expected dividend yield and the risk free interest rate for the term of the option, together with non-vesting conditions that do
not determine whether the consolidated entity receives the services that entitle the employees to receive payment. No
account is taken of any other vesting conditions.

The cost of equity-settled transactions are recognised as an expense with a corresponding increase in equity over the
vesting period. The cumulative charge to profit or loss is calculated based on the grant date fair value of the award, the
best estimate of the number of awards that are likely to vest and the expired portion of the vesting period. The amount
recognised in profit or loss for the period is the cumulative amount calculated at each reporting date less amounts already
recognised in previous periods.
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The cost of cash-settled transactions is initially, and at each reporting date until vested, determined by applying either the

Binomial or Black-Scholes option pricing model, taking into consideration the terms and conditions on which the award was

granted. The cumulative charge to profit or loss until settlement of the liability is calculated as follows:

e during the vesting period, the liability at each reporting date is the fair value of the award at that date multiplied by the
expired portion of the vesting period.

e from the end of the vesting period until settlement of the award, the liability is the full fair value of the liability at the
reporting date.

All changes in the liability are recognised in profit or loss. The ultimate cost of cash-settled transactions is the cash paid to
settle the liability.

Market conditions are taken into consideration in determining fair value. Therefore any awards subject to market conditions
are considered to vest irrespective of whether or not that market condition has been met, provided all other conditions are
satisfied.

If equity-settled awards are modified, as a minimum an expense is recognised as if the modification has not been made.
An additional expense is recognised, over the remaining vesting period, for any modification that increases the total fair
value of the share-based compensation benefit as at the date of modification.

If the non-vesting condition is within the control of the consolidated entity or employee, the failure to satisfy the condition is
treated as a cancellation. If the condition is not within the control of the consolidated entity or employee and is not satisfied
during the vesting period, any remaining expense for the award is recognised over the remaining vesting period, unless the
award is forfeited.

If equity-settled awards are cancelled, it is treated as if it has vested on the date of cancellation, and any remaining
expense is recognised immediately. If a new replacement award is substituted for the cancelled award, the cancelled and
new award is treated as if they were a modification.

Fair value measurement

When an asset or liability, financial or non-financial, is measured at fair value for recognition or disclosure purposes, the
fair value is based on the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date; and assumes that the transaction will take place either: in the
principal market; or in the absence of a principal market, in the most advantageous market.

Fair value is measured using the assumptions that market participants would use when pricing the asset or liability,
assuming they act in their economic best interest. For non-financial assets, the fair value measurement is based on its
highest and best use. Valuation techniques that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, are used, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.

Issued capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a deduction, net of tax,
from the proceeds.

Goods and Services Tax ('GST') and other similar taxes

Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST incurred is not
recoverable from the tax authority. In this case it is recognised as part of the cost of the acquisition of the asset or as part
of the expense.

Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net amount of GST
recoverable from, or payable to, the tax authority is included in other receivables or other payables in the statement of
financial position.

Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or financing
activities which are recoverable from, or payable to the tax authority, are presented as operating cash flows.
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Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to, the tax authority.
New Accounting Standards and Interpretations not yet mandatory or early adopted

Australian Accounting Standards and Interpretations that have recently been issued or amended but are not yet

mandatory, have not been early adopted by the consolidated entity for the annual reporting period ended 30 June 2014.
The consolidated entity has not yet assessed the impact of these new or amended Accounting Standards and

Interpretations.

Note 3. Revenue

Consolidated

June 2014 June 2013

$ $
Royalty and milestone revenue 93,398 75,251
Grant income 5,000 5,000

98,398 80,251
Other revenue
Interest 15,141 21,364
Other revenue 400 -

15,541 21,364
Revenue 113,939 101,615

Note 4. Other income

Consolidated

June 2014 June 2013
$ $
Net foreign exchange gain - 16,338
Research & Development Tax Concession 583,042 -
Other income 583,042 16,338

Note 5. Expenses

Consolidated

June 2014 June 2013
$ $

Loss before income tax includes the following specific expenses:

Employee Benefits Expense

Wages and salaries 750,464 777,928
Superannuation - defined contribution 33,618 24,423
Other associated personnel expenses 2,063 20,545
(Decrease)/Increase in annual leave provision 14,716 (21,420)
(Decrease)/Increase in long service leave provision 24,040 (15,027)
Share based payment (see note 25) 32,934 -
Total 857,835 786,449
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Note 6. Income tax benefit

Consolidated

Numerical reconciliation of income tax expense and tax at the statutory rate

Loss before income tax expense

Tax at the statutory tax rate of 30%

Tax effect amounts which are not deductible/(taxable) in calculating taxable income:

Share-based payments

Research & Development tax incentive - not assessable

Current year tax losses not recognised
Current year temporary differences not recognised

Income tax expense

Tax losses not recognised

Unused tax losses for which no deferred tax asset has been recognised

Potential tax benefit @ 30%

June 2014 June 2013
$ $

(1,018,349) (2,316,160)
(305,505) (694,848)
9,880 -
(174,913) -
(470,538) (694,848)
483,067 688,651
(12,529) 6,197

Consolidated

June 2014 June 2013
$ $
28,355,486 26,745,261
8,506,646 8,023,578

The above potential tax benefit for tax losses has not been recognised in the statement of financial position. These tax
losses can only be utilised in the future if the continuity of ownership test is passed, or failing that, the same business test

is passed.

Note 7. Current assets - cash and cash equivalents

Cash at bank

Note 8. Current assets - trade and other receivables

Trade receivables
Interest receivable
GST receivable

Consolidated

June 2014 June 2013
$ $
1,336,812 1,171,738

Consolidated

June 2014 June 2013
$ $
1,868 1,868
637 840
9,460 45,410
11,965 48,118
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Note 9. Current assets - other

Consolidated
June 2014 June 2013

$ $
Prepayments 30,158 20,484
Short term deposits supporting bank guarantees 112,313 108,217

142,471 128,701

The company holds two short term deposits, one ($41,784) is a three month term deposit maturing on 15 September 2014.
The other ($70,529) is a six month term deposit, maturing on 25 September 2014. Both term deposits are earning 3.15%
per annum.

Note 10. Non-current assets - property, plant and equipment

Consolidated
June 2014 June 2013

$ $
Plant and equipment - at cost 140,230 185,590
Less: Accumulated depreciation (140,230) (178,596)
- 6,994

Reconciliations
Reconciliations of the written down values at the beginning and end of the current and previous financial year are set out
below:

Plant and

equipment Total
Consolidated $ $
Balance at 1 July 2012 6,127 6,127
Additions 5,243 5,243
Depreciation expense (4,376) (4,376)
Balance at 30 June 2013 6,994 6,994
Disposals (4,068) (4,068)
Depreciation expense (2,926) (2,926)

Balance at 30 June 2014 - -

Note 11. Current liabilities - trade and other payables

Consolidated
June 2014 June 2013

$ $
Trade payables 37,516 207,561
Other payables 39,091 62,203

76,607 269,764

Refer to note 17 for further information on financial instruments.

20



BioDiem Limited

Notes to the financial statements

30 June 2014

Note 12. Current liabilities - employee benefits

Consolidated

June 2014 June 2013
$ $
Annual leave 26,044 11,328

Note 13. Non-current liabilities - employee benefits

Consolidated

June 2014 June 2013
$ $
Long service leave 31,053 7,013
31,053 7,013
Note 14. Equity - issued capital
Consolidated
June 2014 June 2013 June 2014 June 2013
Shares Shares $ $
Ordinary shares - fully paid 163,087,800 142,105,934 30,087,862 28,812,349
Movements in ordinary share capital
Details Date Shares Issue price $
Balance 1 July 2012 102,095,554 26,929,511
NED Purchase 10,380 $0.180 1,868
Rights Issue 40,000,000 $0.050 2,000,000
Capital raising costs - $0.000 (119,030)
Balance 30 June 2013 142,105,934 28,812,349
Exercise of options 28 February 2014 6,151,157 $0.080 492,093
Rights issue 29 April 2014 14,825,709 $0.055 815,414
Exercise of options 23 June 2014 5,000 $0.080 400
Capital raising costs - $0.000 (32,394)
Balance 30 June 2014 163,087,800 30,087,862
Ordinary shares

Ordinary shares entitle the holder to participate in dividends and the proceeds on the winding up of the company in
proportion to the number of and amounts paid on the shares held. The fully paid ordinary shares have no par value and the
company does not have a limited amount of authorised capital.

On a show of hands every member present at a meeting in person or by proxy shall have one vote and upon a poll each
share shall have one vote.

Capital risk management

The consolidated entity's objectives when managing capital is to safeguard its ability to continue as a going concern, so
that it can provide returns for shareholders and benefits for other stakeholders and to maintain an optimum capital structure
to reduce the cost of capital.

In order to maintain or adjust the capital structure, the consolidated entity may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt.
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Note 14. Equity - issued capital (continued)

The consolidated entity is subject to certain financing arrangements covenants and meeting these is given priority in all
capital risk management decisions. There have been no events of default on the financing arrangements during the
financial year.

The capital risk management policy remains unchanged from the 2013 Annual Report.

Note 15. Equity - reserves

Consolidated
June 2014 June 2013
$ $

Share-based payments reserve 296,532 263,598

Share-based payments reserve
The reserve is used to recognise the value of equity benefits provided to employees and directors as part of their
remuneration, and other parties as part of their compensation for services.

Movements in reserves
Movements in each class of reserve during the current and previous financial year are set out below:

Share based

payments Total
Consolidated $ $
Balance at 1 July 2012 263,598 263,598
Balance at 30 June 2013 263,598 263,598
Share based payment 32,934 32,934
Balance at 30 June 2014 296,532 296,532

Note 16. Equity - dividends
There were no dividends paid, recommended or declared during the current or previous financial year.
Note 17. Financial instruments

Financial risk management objectives
Exposure to liquidity, credit and currency risks arise in the normal course of the company's business.

Market risk

Foreign currency risk

The consolidated entity undertakes certain transactions denominated in foreign currency and is exposed to foreign
currency risk through foreign exchange rate fluctuations.

Foreign exchange risk arises from future commercial transactions and recognised financial assets and financial liabilities
denominated in a currency that is not the entity's functional currency. The risk is measured using sensitivity analysis and
cash flow forecasting. The exposure to foreign exchange risk is not material at year end.

Price risk
The consolidated entity is not exposed to any significant price risk.

Interest rate risk
The company is not exposed to significant interest rate risk.
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Note 17. Financial instruments (continued)

Credit risk

Management has a credit policy in place and the exposure to credit risk is monitored on an ongoing basis. Credit risk is
minimised, as counterparties are recognised financial intermediaries, with acceptable credit ratings determined by
recognised credit agencies.

The maximum exposure to credit risk is represented by the carrying amounts of the financial assets in the Statement of
Financial Position.

None of the company's receivables are past their due date.

Liquidity risk
The consolidated entity manages liquidity risk by maintaining adequate cash reserves and available borrowing facilities by
continuously monitoring actual and forecast cash flows and matching the maturity profiles of financial assets and liabilities.

Remaining contractual maturities

The following tables detail the consolidated entity's remaining contractual maturity for its financial instrument liabilities. The
tables have been drawn up based on the undiscounted cash flows of financial liabilities based on the earliest date on which
the financial liabilities are required to be paid. The tables include both interest and principal cash flows disclosed as
remaining contractual maturities and therefore these totals may differ from their carrying amount in the statement of
financial position.

Weighted Remaining
average Between 1 Between 2 contractual
interestrate 1yearorless and2years and5years Over5years maturities
Consolidated - June 2014 % $ $ $ $ $
Non-derivatives
Non-interest bearing
Trade payables -% 76,607 - - - 76,607
Total non-derivatives 76,607 - - - 76,607
Weighted Remaining
average Between 1 Between 2 contractual
interestrate 1 yearorless and2years and5years Over5years maturities
Consolidated - June 2013 % $ $ $ $ $
Non-derivatives
Non-interest bearing
Trade payables -% 269,764 - - - 269,764
Total non-derivatives 269,764 - - - 269,764

The cash flows in the maturity analysis above are not expected to occur significantly earlier than contractually disclosed
above.

Fair value of financial instruments
Unless otherwise stated, the carrying amounts of financial instruments reflect their fair value.

Guarantees

The Group has in place two term deposits for periods of six months and three months amounting to $70,529 and $41,784
respectively totalling $112,313 (2013: $108,217) in support of its undertakings under a guarantee for $60,000 on account
of the Group’s credit cards.
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Note 18. Remuneration of auditors

During the financial year the following fees were paid or payable for services provided by Grant Thornton Audit Pty Ltd, the
auditor of the company:

Consolidated
June 2014 June 2013
$ $

Audit services - Grant Thornton Audit Pty Ltd (June 2013: KPMG)
Audit or review of the financial statements 40,000 60,000

Note 19. Contingent liabilities

The consolidated entity holds a licence to commercialise influenza vaccine technologies from the Institute of Experimental
Medicine. Under this agreement the consolidated entity is obliged to pay the Institute of Experimental Medicine 20% of all
payments received from any Licensee and 20% of any royalties arising from net sales.

The consolidated entity also holds a licence to commercialise certain technologies from the 000 Klinika Instituta
Bioregulyastii | Gerontologii ("the Clinic"). The licence is in relation to retinal eye disease. The consolidated entity is obliged
to pay the Clinic 20% of all payments received from any Licensee and 20% of any royalties arising from net sales.

Note 20. Commitments

The company entered into a non-cancellable operating lease on 7 January 2013 in respect of its previous office. The
twelve month lease expired on 6 January 2014 with an option to extend for a further twelve month period. The company
chose not to extend the lease. The company currently occupies office premises with a rental agreement in place that
enables cancellation with two months’ notice.

Note 21. Related party transactions

Parent entity
BioDiem Limited is the parent entity.

Subsidiaries
Interests in subsidiaries are set out in note 22.

Transactions with related parties
Prof Rudenko is the Head of the Virology Department at the Institute of Experimental Medicine ("the Institute"). During the
course of the year the Group paid licence fees and royalties amounting to $16,206 (2013: $16,875) to the Institute. In
addition, research and development costs amounting to $45,000 (2013: $45,000) were also paid to the Institute. The
company also made a donation to the Institute of $50,000 during 2013 to assist in the construction of the WHO laboratory
facility in St Petersburg, Russia.

Receivable from and payable to related parties
There were no trade receivables from or trade payables to related parties at the current and previous reporting date.

Loans to/from related parties
There were no loans to or from related parties at the current and previous reporting date.

Terms and conditions
All transactions were made on normal commercial terms and conditions and at market rates.
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Note 22. Interests in subsidiaries

The consolidated financial statements incorporate the assets, liabilities and results of the following subsidiary in
accordance with the accounting policy described in note 2:

Ownership interest

Principal place of business / June 2014  June 2013
Name Country of incorporation % %
Savine Therapeutics Pty Ltd Australia 100.00% 100.00%

On 14 December 2011, the Company acquired control of Savine Therapeutics Pty Ltd a company that has developed a
proprietary method for designing synthetic vaccines that are expected to stimulate and enhance the body’s immune
system. The Company acquired all Savine’s issued shares and Savine’s directors resigned on that date with the exception
of Julie Phillips.

The purchase consideration comprised the issue of 111,111 ordinary shares (market value $10,000) and $10,000 in cash.
The existing carrying value of the net assets of Savine at acquisition amounted to $nil. The $20,000 purchase
consideration has been expensed in line with the Group’s accounting policy for research and development, since, in
substance, this investment was just another research and development project.

Note 23. Events after the reporting period

No matter or circumstance has arisen since 30 June 2014 that has significantly affected, or may significantly affect the
consolidated entity's operations, the results of those operations, or the consolidated entity's state of affairs in future
financial years.

Note 24. Reconciliation of loss after income tax to net cash used in operating activities

Consolidated
June 2014 June 2013

$ $
Loss after income tax expense for the year (1,018,349) (2,316,160)
Adjustments for:
Depreciation and amortisation 2,926 4,376
Net loss on disposal of property, plant and equipment 4,068 -
Share-based payments 32,934 -
Foreign exchange differences 5,273 (16,338)
Change in operating assets and liabilities:
Decrease in trade and other receivables 36,153 319,848
Increase in prepayments (9,674) (3,296)
Increase/(decrease) in trade and other payables (193,157) 63,378
Increase/(decrease) in employee benefits 38,756 (36,446)
Net cash used in operating activities (1,101,070)  (1,984,638)

Note 25. Share-based payments

The Group has an Employees’ and Officers’ Incentive Option Scheme pursuant to which options may be issued to eligible
persons, being directors’, employees and consultants or their approved nominees. Eligible persons may receive options
based on the achievement of specific performance hurdles, which are a blend of Group and personal objectives
appropriate for the roles and responsibilities of each individual.

Under the scheme signed in October 2006, the Group has the ability to issue options up to 5 percent of the issued capital.
As at 30 June 2014 there were 163,087,800 shares on hand.
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Note 25. Share-based payments (continued)

When issued, the options will have an exercise price of not less than the average closing trading price of the Group’s
ordinary listed shares on the five days prior to issuing invitations to accept options under the scheme, will have an expiry
date not later than five years after the date of issue, and will vest at such times as the Board with the advice from the
Remuneration Committee may specify in the applicable invitation to accept the options.

On 4 July 2007 the Group issued 539,635 options to directors and staff of which 497,250 were issued to key management
personnel. The remaining 42,385 were issued to employees. These options were restricted until 4 July 2008 and lapsed on
4 July 2012. Each option had an exercise price of $0.36.

On 1 July 2008 the Group issued 80,000 options to employees. These options were restricted until 1 July 2009 and lapsed
on 4 July 2013. Each option had an exercise price of $0.14.

On 27 July 2009 the Group issued 160,000 options under the ESOP. These options were restricted until 27 July 2010 and
lapsed on 27 July 2014. The exercise price was set at $0.136.

At the Annual General Meeting, held on 8 October 2013, 2 million options were granted to the CEO under the scheme. The
options vested in accordance with the Scheme rules and lapse after 30 September 2023.

All options vest on the basis of one third per annum after the year of issue. There are no voting rights or dividend rights
attached to these options. All these options expire on the earlier of the expiry date or the date of the employee termination,
unless otherwise agreed.

No shares issued on exercise of options granted under the scheme during the year or in the previous year.

Set out below are summaries of options granted under the plan:

June 2014
Balance at Expired/ Balance at
Exercise the start of forfeited/ the end of
Grant date Expiry date price the year Granted Exercised other the year
01/07/2008 04/07/2013 $0.140 80,000 - - (80,000) -
27/07/2009 27/07/2014 $0.136 160,000 - - (60,000) 100,000
08/10/2013 30/09/2023 $0.080 - 666,667 - - 666,667
08/10/2013 30/09/2023 $0.120 - 666,667 - - 666,667
08/10/2013 30/09/2023 $0.200 - 666,666 - - 666,666
240,000 2,000,000 - (140,000) 2,100,000
Weighted average exercise price $0.137 $0.133 $0.000 $0.138 $0.133
Set out below are the options exercisable at the end of the financial year:
June 2014 June 2013
Grant date Expiry date Number Number
27/07/2009 01/01/2010 100,000 240,000
08/10/2013 30/09/2023 666,667 -
766,667 240,000

*  These options lapsed unexercised on 27 July 2014.

The weighted average remaining contractual life of options outstanding at the end of the financial year was 8 years and 8
months (2013: 9 months).
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Note 25. Share-based payments (continued)

For the options granted during the current financial year, the valuation model inputs used to determine the fair value at the
grant date, are as follows:

Share price Exercise Expected Dividend Risk-free Fair value
Grant date Expiry date at grant date price volatility yield interest rate  at grant date
08/10/2013 30/09/2013 $0.030 $0.080 100.00% -% 3.97% $0.025
08/10/2013 30/09/2013 $0.030 $0.120 100.00% -% 3.97% $0.025

08/10/2013 30/09/2013 $0.030 $0.200 100.00% -% 3.97% $0.023
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Directors' declaration
30 June 2014

In the directors' opinion:

the attached financial statements and notes thereto comply with the Corporations Act 2001, the Accounting Standards,
the Corporations Regulations 2001 and other mandatory professional reporting requirements;

the attached financial statements and notes thereto comply with International Financial Reporting Standards as issued
by the International Accounting Standards Board as described in note 2 to the financial statements;

the attached financial statements and notes thereto give a true and fair view of the consolidated entity's financial
position as at 30 June 2014 and of its performance for the financial year ended on that date; 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.

Signed in accordance with a resolution of directors made pursuant to section 295(5)(a) of the Corporations Act 2001.

On behalf of the directors

}\ /\ \

H M Morgan AC
Director

4 Septembef 2014
Melbourne
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Independent Auditor’'s Report
To the Members of BioDiem Limited

We have audited the accompanying financial report of BioDiem Limited (the “Company”),
which comprises the consolidated statement of financial position as at 30 June 2014, the
consolidated statement of profit or loss and other comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows for the year then
ended, notes comprising a summary of significant accounting policies and other explanatory
information and the directors’ declaration of the consolidated entity comprising the
Company and the entities it controlled at the year’s end or from time to time during the
financial year.

Directors’ responsibility for the financial report

The Directors of the Company ate responsible for the preparation of the financial report
that gives a true and fair view in accordance with Australian Accounting Standards and the
Corporations Act 2001. The Directors’ responsibility also includes such internal control as
the Directors determine is necessary to enable the preparation of the financial report that
gives a true and fair view and is free from material misstatement, whether due to fraud or
etrof.

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. Those standards
require us to 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 procedutes selected depend on the auditot’s
judgement, including the assessment of the risks of material misstatement of the financial
report, whether due to fraud or error.

Grant Thornton Audit Pty Ltd ACN 130 913 594
a subsidiary or related entity of Grant Thornton Australia Ltd ABN 41 127 556 389

‘Grant Thornton'’ refers to the brand under which the Grant Thornton member firms provide assurance, tax and advisory services to their clients and/or refers to one or more member firms, as the
context requires. Grant Thornton Australia Ltd is a member firm of Grant Thornton International Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. GTIL and each member firm
is a separate legal entity. Services are delivered by the member firms. GTIL does not provide services to clients. GTIL and its member firms are not agents of, and do not obligate one another and
are not liable for one another's acts or omissions. In the Australian context only, the use of the term ‘Grant Thornton’ may refer to Grant Thorton Australia Limited ABN 41 127 556 389 and its
Australian subsidiaries and related entities. GTIL is not an Australian related entity to Grant Thornton Australia Limited.

Liability limited by a scheme approved under Professional Standards Legislation. Liability is limited in those States where a current
scheme applies.
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In making those risk assessments, the auditor considers internal control relevant to the
Company’s preparation of the financial report that gives a true and fair view 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 Company’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 believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

Independence
In conducting our audit, we have complied with the independence requirements of the
Corporations Act 2001.

Auditor’s opinion
In our opinion the financial report of BioDiem Limited is in accordance with the
Corporations Act 2001, including:

i giving a true and fair view of the consolidated entity’s financial position as at
30 June 2014 and of its performance for the year ended on that date; and

i complying with Australian Accounting Standards and the Corporations
Regulations 2001.

Significant uncertainty regarding going concern

Without qualifying our opinion, we draw attention to Note 2 in the financial report which
indicates that the company incurred a net loss of $1,018,349 during the year ended 30 June
2014. This condition, along with other matters as set forth in Note 2, indicate the existence
of a material uncertainty which may cast significant doubt about the company’s ability to
continue as a going concern and therefore, the company may be unable to realise its assets
and discharge its liabilities in the normal coutse of business, and at the amounts stated in the
financial report.

y/AA

GRANT THORNTON AUDIT PTY LTD
Chartered Accountants

A

M.A. Cunningh
Partner - Audit & Assurance

Melbourne, 4 September 2014



