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| Welcome 1o the first edition of our naw shareholder newsletter. It has bean a busy six monihs for the Benitec

| Board and managernent, and a parficularly active and suecessiul time for Benitec. My enthusiasm fo join

| Benitec has proven to be well placed. We have leamt a fot about ihe Benitec business, instigated a full

restricture and moved [0 4 low cost modal of co-investment and out licensing. We have secured capital for

he comparny to fund operations through the non ransuncable righls issus that many of you participated in

| recently. We have aiso made good progress with business development with the Sigma/Pfizer research use

| only deal and the sale of the Hepatitis C programmea fo Tacere Therapautics. Prograss on the Phasa | HIV trial
has gone wall with the investigational new drug application {IND} filed earlier this year.

| Benitec’s new managernent is paying spaciat attention fo improving cammunication with shaseholdars

| including those fang-term investors who stayed with us through very difficudt timas. As part of owr
commitrnant fhis investor newsietier will ba sent to you on a raguiar basis to update you on the progress of
he company. Further efforts to keep you well informed include shareholder briefings later this year in
Malbaurne, Brishane, Sydney and overseas, a more informative annual report and the redevalopment of the
1 wabsite where investors have access o the latest share price, ASX announcements, media artictas and

| company information as well as online access fo this newsistier,

| The continuing improvement in Benitec's share price after #s collapse last year is an endorsement of the

| recovery plan implemanted last vear by the new Benitec team. This plan 1s securing the company’s futura,
| By mid-March, the price of Benitec shares was about $0.15 cents with a company market capitalisation of
1 about $35 million. At s lowest point last July Benitec shares traded at only $0.02¢ with a market

| capltatisation closer to $4 mitiion.

| Benitec's recovery also refiects promising international developments in the commercialisation ofRNA
rierferance (RNAI techinology and the strength of our diverse portfolio of patents refating o therapeutic use
of DNA-directed RNA interference in humans.

| Benitec’s rights issue has raised $5.3 miflior in new capital to improve our abilily to negotiate new

icence agreemenis and protect our formidable patent assefs. Financial maskets” analysts have already shown
o much greater confidence in Benitec’s future. The rights issue altows us 1o more actively pursug therapeutic
opportunities within our extensive portistio.

| | fook forward to updating you on our progress 1o rebuild sharehiolder value for Benitec sharsholders.
Thark vou for your support

| Sus Macleman
Chief Executive Odficer
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Fully underwritten rights Issue raised $5.3 m
Benitec has raised $5.3 million in a fully underwritten, non-renounceable rights issue. All shareholders have had the
opportunity to participate. The rights issue, Tully underwritten by Findlay & Co Stockbrokers, offered shareholders one share

 at $0.10 cents and a free option for every 4.4 shares already owned. Opticns are exercisable at $0.15 cents and will expire in
- 2011 The funds raised wilk:

.~ » Provide Benitec with essential working capital to build and supperi its active

~  out-licensing collaboration discussions

.« Expand and defend its already strong 1P position in the RNAI field, ineluding funding on
. going patent litigation in the US

- » Fund co-investment in projeets such as Benitee’s Phase { HIV study in Los Angeles
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Benitec cited in Nature Biotechnology on RNAI

In March this year a news feature in US-based journal Nature Biotechnology described
pharmaceutical company Merck's $US1.1 billion purchase of Colorado-based Sirna

Therapeutics as a show of the polential in gene silencing therapies. The article nofed that only three
years eartier Sirna had a share price of 23 cens.

The article was about RNAI describing it as a powerful, precise tool for selectively switching off
genes with short double-stranded RNA molecules.

Acknowledging Benitec’s ownership of ... most of the IP in this area”, the article said:
Benitee lays claim fo a seminal US patent... that deseribes “genetic constructs for delaying or
repressing the expression of a target gene”.

As an indication of the therapeutic potential of RNAI technology, Merck paid $UST a share, or twice
the prevailing market price of Sirna’s shares.

Pfizer granted license from Sigma-Aldrich for use of Benitec’s Technology

In danuary Sigma-Aldrich, one of Benitec’s licensee companies granted Pfizer Inc. a worldwide
non-exclusive research use only license in the human field of ddRBNAI, excluding the development of
ddRNAI as a human therapeutic to patents or rights owned or co-owned hy CSIRC and Benitec.

The research use only license will enable Plizer to use ddRNAI in undertaking human research aclivities
glohally.

This partnership not only further supports the use of ddRNAI over other gene silencing technologies but
also provides increased revenue streams to Benitec along with Sigma-Aldrich and CSIRC.

Benites already has a similar deal in place with Merck.

Re-Examination Update

Nucleonics initiated a third party Re-examination at the U.S. Patent and Trademark Office ("USPT0 ) on 4
October 2004, providing the USPTO with art it asserted invalidated U.S. Patent No. 6,573,099 {098
Patent”). The USPTO rejected the claims based on the provided art. Benitec sucoessfully overcame the
references, and the USPTO withdrew all rejections but instituted new rejections on additional art it had
uncovered. Benitec then filed a response, which it believed overcame the rejections of Record.

Nucleonics then reguested a second Re-examination, adding art i asserted invalidated the ‘099 Patent. The
USPTO merged the two Re-examinations and recently sent out an Office Action. The USPTO withdrew most
of the earlier rejections it made, modified other rejections, and added rejections based on the art
Nucleonics provided in its second Be-examination reguest.
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Benitec has reviewed this new material and believes it does not raise any issues that would preclude
patentability of the invention disclosed in the ‘099 Patent. Benitec also believes it has strong arguments for
overcoring the art of record. Benitec this month requested a two-month extension to prepare ifs response
to the USPTO. Benitec has already had very productive discussions with representatives of the USPTC's
Re-examination Unif and Office of Patent Legal Administration. The two-month extension will permit
Benitec to acquire certain documents and also consider the most sxpedient legal and commercial
outcomes.

Nucleanics v. Benitec litigation

On 29 September 2005, the Delaware District Court granted Benitec’s motion to dismiss the Benitec v
Nucfeonics tigation based on the Supreme Court's Merck v. infegra decision. Nucleonics appealed the
District Court decision to the Court of Appeals for the Federal Circuit.

The appeal will decide whether the Distriet Court has jurisdiction to permit the Benffec v. Mucleonics
litigation to continue to be prosecuted in view of the Merck v Infegra decision holding that the safe harbour
provision of 35 U.S.C. §271(e) broadly protects research and development work activities used fo support
activities submitted to the FDA. After hriefing, on 6 December 2006, the Federal Circuit heard oral
argument on the appeal.

Gn 7 January 2007, the Supreme Court issued a decision in Medimmune v. Genentech which addressed
the guestion of whether a license holder could file suit against a licensor without breaching the license
first. The Federal Circuit has requested Nucleonics and Benitec to provide supplemental briefing on what
effect, if any, the Supreme Court’s decision in the Mealmmumne case has on Nucleonics' Appeal. This has
been done and we now awalt the final judgement.

Phase 1 HIV trials in California

Benitec is continuing its other major research project, to develop 4 therapy that aims o

permanently suppress Human Immunodeficiency Virus (HIV) in AIDS patients. More than 40

million people worldwide have AIDS. The IND application was submitted in late January o the U.S. Food
ang Drug Administration (FDA), which has requested one additional safety test for the virus lot and
additional information regarding several reagents used in the virus manufacture. The additional virus safety
study 1s underway and will take approximately 4 weeks to complete. Pending final submission of these
results to FDA and approval fo proceed we expect recruitment to commence sooft.

This IND study heing undertaken in collaboration with City of Hope is entitled "A pilot study of safety and
feasibility of stem cell therapy for AIDS lymphoma using stem cells treated with lentivirus vector-encoding
muitiple Anti-HIV BNA'S”™ . The vector, rHIV7-shi-TAR-CCRBRZ was manufactured by City of Hope's
Center for Biomedicine and Genstics.

Pre-clinical trals indicated the therapy could inhibit replication of the virus in the long term without
adverse side stfects while avoiding the emergence of multi-drug-resistant mutants that arise under the
infense selection pressure of HAART therapy.
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Benitec’s board and new management team are giving high priorty to commercial discussions with existing and

potential licensees aimed af developing further research collaborations in areas where RNAI technology may offer novel,
of unique, therapeutic opportunities.

The long and short of RNAi technology

ddRNAi

Contacts Head Office:

Sue MacLeman Benitec Ltd Phone: +61 (0) 3 9811 9974

Chief Executive Officer Level 1, 123 Camberwell Road Fax:  +861(0)39813 1201
Hawthorn East

info@henitec.com VIC 3123 Australia

www.henitec.com

Board of Directors
Petar Frangis, Non-Exe. Chalrman: Extensive experience in technology commerciatisation, founder & Non-exec. Director of Boson Moleeular Ply Lid. and
Mon-exee, Dirgctor of Xeeed Biotechnology and PolyNovo Biomaterials Pty Ha.
Br Michagl Delting, Non Exec. Director: Involved in several hiotech start ups, mergers & aoguisitions, Chairman of Biomedical imaging
Development SRC, Chairmas of Biomass Sosversion Technclogies Pry Lid, Director of Neural Diagaostics Pty Lid, Member in the General Division of the
Qrder of Australiz in 2006 for services 1o bictechnoiogy industry
Br Ken: Reed, Non Exec. Director: Scientific founder of Benitec. Was founding director of QABC a3 well as co-founder of Advanced Breading
Technology Ply. Ud, frst company o commercialize PCR. Previously Deputy Chair of the indugural Australian Biotech Advisory Council and served on the
board of Australian Goversment’s Gengtic Manipulation: Advisory Committes as well as e Ausialian Genome Research Facility.




