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Demonstrating the unmet need, a Chronic Venous Ulcer resistant to conventional treatment.

“The opportunity the VitroGro® technology offers is to create growth
factor based wound healing products showing a combination of
effectiveness and affordability that has never been previously available
for treatment of chronic wounds. VitroGro® has the potential to
become the default dressing technology for wound care worldwide, a
market conservatively valued at more than USD$4 billion this year.”

“VitroGro® is one of the best researched wound healing technologies
that | have seen prior to initial clinical trials. | am confident that the
depth and sophistication of the scientific data the Tissue Therapies/QUT
research team can provide as part of the health regulatory submissions
process will significantly accelerate approvals worldwide.”

Dr Douglas Queen, Wound Care Industry Senior Executive, Consultant,
Clinical Monitor & CEO of CanCare

Page 2



TABLE OF CONTENTS

1. OFFER SUMMARY ..ot e 11
2. OVERVIEW OF TISSUE THERAPIES ... e 16
3. PURPOSE AND EFFECT OF THE OFFER .....cccviiiiie e 27
4. ACTION REQUIRED BY ELIGIBLE SHAREHOLDERS.........ccooiiiieereee e 36
5. FINANCIAL INFORMATION ...ttt s 39
6. MATERIAL AGREEMENTS ... 42
7. ADDITIONAL INFORMATION ..ottt 44
8. DIRECTORS’ STATEMENT ...ttt s 46
9. DEFINITIONS ..t b e bbbt b bt e bt b e e sre s b ene s 47
10. CORPORATE DIRECTORY ...ttt s 49

IMPORTANT NOTICE

This Prospectus is dated 28 January 2009. A copy of this Prospectus was lodged with ASIC on 28 January 2009. ASIC and ASX and
their respective officers take no responsibility for the contents of this Prospectus. The expiry date of this Prospectus is the date which is
13 months after the date of this Prospectus. No New Shares will be allotted on the basis of this Prospectus later than the expiry date.
Application will be made within 7 days from the date of this Prospectus for quotation of the New Shares on ASX.

The Prospectus does not constitute an offer in any place where, or to any person to whom, it would not be lawful to make such an offer.
The offer of New Shares under this Prospectus is made in New Zealand subject to, and in accordance with the conditions of, the New
Zealand Securities Act (Overseas Companies) Exemption Notice 2002 (SR2002/299 Amendment SR2003/204). The distribution of this
Prospectus in jurisdictions outside the Commonwealth of Australia or New Zealand may be restricted by law and persons who come into
possession of it should seek advice on and observe any such restrictions. Any failure to comply with such restrictions may constitute a
violation of applicable securities law.

This Prospectus provides information for Eligible Shareholders to decide if they wish to take up their Entitlement and should be read in
its entirety. If, after reading this Prospectus, you have any questions about the Issue please contact your stockbroker, accountant or
other professional adviser.

If you are entitled as a Shareholder to apply for New Shares pursuant to the Offer, your personalised Entitlement and Acceptance Form
accompanying this Prospectus shows the number of New Shares for which you are entitled to apply.

Applications for New Shares under the Offer may only be made by forwarding a complete personalised Entitlement and Acceptance
Form to the Registry, or by BPay in accordance with the directions on your Entitlement and Acceptance Form. As the Offer is non-
renounceable, Shareholders do not have the right to sell their Entitlements. Shareholders have the opportunity to subscribe for all, part
or none of their Entitlement to New Shares under the Offer. Shareholders may also apply for additional, Top Up Shares in excess of
their Entitlement under the Offer. The allocation of Top Up Shares will be made from Short Fall Shares.

It is important that Shareholders intending to accept their Entitlement (or part thereof) take action as described in section 4.
The Offer is not underwritten.

Defined terms and abbreviations used in this Prospectus are explained in the Definitions section. All financial amounts shown in this
Prospectus are expressed in Australian dollars unless otherwise stated.

Photographs of clinical and pre-clinical subjects used in this Prospectus are illustrative of medical conditions and associated symptoms
and potential applications for VitroGro®. Actual pre-clinical and clinical results may vary from those shown.

THIS DOCUMENT IS IMPORTANT AND SHOULD BE READ IN ITS ENTIRETY. AN INVESTMENT IN TISSUE THERAPIES
LIMITED SHOULD BE CONSIDERED SPECULATIVE.
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SUMMARY OF THE OFFER

KEY DETAILS

New Share Issue Price
Entitlement
Number of New Shares to be issued

Amount to be raised (before Offer Costs)

KEY DATES

Announcement of the Offer

Ex Date*

Record Date

Offer opens

Prospectus despatched on or before

Closing Date and latest time for payment in full

for New Shares

Issue of New Shares

$0.12 per New Share
1 New Share for every 2 Existing Shares
approx. 28,338,051 New Shares

approx. $3.4 million

28 January 2009

4 February 2009

10 February 2009

11 February 2009
13 February 2009

5pm AEST, 27 February 2009

2 March 2009

* means the date from which Shares commence trading without the entitlement to participate in the Offer.
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HIGHLIGHTS OF THE OFFER

Company Highlights

1. Lead product VitroGro® addresses a significant and growing unmet medical
need

VitroGro® has been designed to provide simple, effective and affordable new
treatments for diabetic, venous and pressure ulcers. This is backed by ten years of
substantial laboratory and preclinical data, including multiple publications in peer-
reviewed, scientific journals and now clinical results from the human trial of VitroGro®
at the Vascular Research Laboratory in Fremantle, Australia, performed by the wound
care research group headed by Prof. Michael Stacey.

Current treatments for diabetic, venous and pressure ulcers are costly and are only
moderately effective. These include compression dressings, moist wound healing
products, vacuum dressings and antimicrobial dressings to limit infection. Complete
healing rates for diabetic, venous and pressure ulcers remain at approximately 25 —
50% following up to 20 weeks of treatment.) Our target is to increase the incidence of
complete healing and substantially reduce the treatment time with VitroGro®.
Worldwide, it is estimated that patients suffering diabetic, venous and pressure ulcers
spent USD$4 billion in 2007 on wound dressings, with a compound annual growth
rate of 11% — 15%. World market growth is being driven by aging population,
increased incidence of diabetes and increasing affordability of health care in
developing countries.

Up to 70% of all lower limb amputations in the world are related to diabetic ulcers. A
lower limb is lost to diabetic ulcers every 30 seconds. This represents more than 1
million amputations globally each year.
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2. Preclinical Results: Deep Incisional Wound Treated with VitroGro®
Day 0 Day 13 Control Day 13 VitroGro®

The photographs above from a preclinical trial show that VitroGro® produces exceptional
wound healing in only 13 days that:

e isscarless

¢ is almost indistinguishable from uninjured surrounding skin

o exhibits restoration of normal skin pigmentation and regeneration of normal hair
distribution and direction

3. A successful human trial of VitroGro® for the treatment of venous ulcers has
been completed in Fremantle, Australia and the clinical trial of VitroGro® for
the treatment of diabetic, venous and pressure ulcers has started in Toronto,
Canada. Results from the Canadian clinical trial of VitroGro® will be released
progressively with final evaluation expected within 6 months of first patient
treatment i.e. June 2009.

The key findings of the Australian human trial of VitroGro® for the treatment of venous
ulcers are:

e Median wound area was reduced from 9.5 to 5.2 square centimetres in 24 days
¢ this reduction in ulcer area was highly statistically significant (p < 0.01)
e VitroGro® is safe and well tolerated

Summary data from the first patient enrolled in this study follows.
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Positive data from human clinical trials is expected to be the catalyst for formal partnership

negotiations with international wound and healthcare companies.

e  Successful classification of VitroGro® for wound treatment as a device (rather than a
drug) substantially reduces the time and costs of clinical trial and regulatory approval.

e Device classification also allows future sales through a far broader range of outlets
and partners than would be possible if VitroGro® were classified as a pharmaceutical.

e The approved Canadian trial protocol will allow periodic release of results during the
trial, as was the case with the Australian trial. In Toronto, 30 patients will be treated
for up to 6 weeks, with a further 6 weeks of follow up. To date, 6 patients have been
recruited into the Canadian study and the final clinical trial report is expected to be
complete in late June 2009.

Potential strategic partners
e A number of international wound and healthcare
companies have expressed commercial interest in

Prospective partners
have indicated that

VitroGro®. Identification of promising new technologies regulatory approval is
must be verified by human trial results. Candidate not a prerequisite for a
strategic partner companies have indicated they are strategic commercial
waiting for clinical trial results before proceeding with partnership.

formal partnership negotiations.

e Tissue Therapies’ strategy is to use positive human clinical trial results to leverage
interest from international wound and healthcare companies to negotiate a strategic
partnership agreement for the international sale and distribution of new VitroGro®
wound healing products.

Commercialisation strategy

e  Completion of the Canadian human clinical trial of VitroGro® is anticipated within 6
months of commencement i.e. second quarter 2009, with periodic disclosure to Tissue
Therapies of results during the course of the trial, as was the case during the
Australian study.

e  With positive human clinical trial results, Tissue Therapies will proceed with formal
partnership negotiations with identified potential healthcare partners.

o Subiject to the availability of funding from this Offer, the Company will also:

e proceed with large scale manufacturing of new formulation VitroGro®, providing
increased sales volume and a significant enhancement to Tissue Therapies
margins. (Refer Section 2).

e repeat a small clinical trial of large scale manufactured VitroGro® using the same
protocol as the current Canadian clinical trial.

e apply for regulatory approval of VitroGro® in Canada and countries with mutual
recognition agreements with Canada, including most of the European Union,
Switzerland, Australia and New Zealand.

e leverage the world-wide sales and distribution capabilities of an appropriate
commercial partner for international sales of VitroGro®, including in North America.

o Tissue Therapies is in discussions with potentially interested international sources of
long term funding that may take the form of a strategic partnership. Substantial
progress has been made in negotiations with one party for a potential strategic
investment in Tissue Therapies Ltd late in the first quarter of 2009, however no
formal agreement had been reached at the date of this Offer. The Directors cannot
give any assurance that a suitable arrangement will be able to be completed.

Page 7



Risks

Shareholders should be aware that an investment in Tissue Therapies is speculative.. Risk
factors associated with an investment in Tissue Therapies include:

the price of the New Shares may be influenced by factors beyond the control of

Tissue Therapies, such as the share market and general economic conditions both
in Australia and internationally

o an inability to successfully complete clinical trials and commercialise its intellectual
property
o the need for further funding to enable Tissue Therapies to fund research and

development, continue existing as well as commence additional clinical trials,
manufacturing and commercialisation activities

inability to attract and retain strategic partners
timing and cost of regulatory approvals
inability to adequately protect intellectual property

competition from companies which have potentially greater access to and volumes
of resources

Further discussion of the highlights of the Offer are set out in section 2. The risks
associated with an investment in Tissue Therapies are discussed in section 3.5.
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From the Chairman and the Managing Director

Dear Shareholder,

Tissue Therapies is ready to convert more than 10 years of scientific research, protein engineering,
preclinical and now, clinical trials into powerful, effective, new wound healing treatments for
diabetic, venous and pressure ulcers, at an end user price that will be more cost effective than
existing treatments. All of the available data indicates that VitroGro® will offer patients with chronic
skin ulcers:

e reduced total cost of treatment
e reduced treatment time
e improved clinical outcomes

Successful results from the Australian human trial of VitroGro® give even more confidence in the
clinical results of the larger Canadian human trial of VitroGro® for the treatment of diabetic, venous
and pressure ulcers. Like the Australian human study, Canadian results will be released
periodically, with final results expected during June 2009. The company objective is to negotiate a
worldwide commercial partnership within 12 months of release of the final clinical trial report.

Successful preclinical trials have already demonstrated that VitroGro® produces fast, scarless
healing of deep partial thickness burns and decreases contraction, a common cause of post-injury
surgical treatment. When used to treat deep partial thickness wounds, VitroGro® has also been
shown to produce exceptional healing in only 13 days that:

e isscarless

e is almost indistinguishable from uninjured surrounding skin
e exhibits restoration of normal skin pigmentation

e shows regeneration of normal hair distribution and direction

Patients spent USD$4 billion on wound care in 2007; a market growing at 11 — 15% per annum..
These treatments currently available for diabetic, venous and pressure ulcers tend to work poorly
and unpredictably and are too expensive for many patients. VitroGro® has the potential to
become the default choice of clinicians treating patients with diabetic, venous and pressure ulcers.

Positive clinical trial data is essential for commercial success. This is expected to be the key
catalyst for formal sales and distribution negotiations with international wound and healthcare
companies. It is anticipated that these negotiations may be completed within 12 months of
receiving the results of the Canadian human trial. During these negotiations and subject to
sufficient funding from this Offer, Tissue Therapies intends to proceed with commercial scale-up
manufacturing of the new formulation VitroGro® to ensure sufficient volume production of
VitroGro® to satisfy world demand and significantly improve potential product margins.

The commercial negotiating position of Tissue Therapies has been enhanced by the recent
granting by the United States Patent and Trademark Office of the core VitroGro® patent “Growth
Factor Complex”. This follows the earlier granting of VitroGro® patents in Australia, New Zealand
and South Africa.

To assist with funding the completion of the Canadian human trial and the scale up manufacturing
of new formulation VitroGro®, the Board is proposing to raise up to $3.4 million by way of a non-
renounceable rights issue. Eligible Shareholders as at the Record Date, are invited to subscribe for
1 New Share at $0.12 each for every 2 Existing Shares.
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In 2008 the Company negotiated three Convertible Notes of $500,000 each with entities
associated with Roger Clarke, Queensland University of Technology (QUT) and Asia Union
Investments. Prior to this Offer, Roger Clarke and Asia Union Investment Pty Ltd exercised their
right to convert their respective notes. QUT retains its right to convert the Note held by it.

Tissue Therapies is also in discussions with potentially interested international sources of long
term funding that may take the form of a strategic partnership. Substantial progress has been
made in negotiations with one party for a potential strategic investment in Tissue Therapies late in
the first quarter of 2009, however no formal agreement had been reached at the date of this Offer.
The Directors cannot give any assurance that a suitable arrangement will be able to be completed.

A minimum raising under the Offer of $300,000 has been set to enable the Company to fund its
current activities to the end of the first quarter 2009, pending the outcome of negotiations referred
to above. In addition to the funds raised under the Offer, the Company potentially has access to
funding avenues as a listed company and other collaborative arrangements.

This Prospectus contains more detailed information about Tissue Therapies’ operations, financial
position and future plans. It also outlines potential risks associated with this investment. We
encourage you to read this document carefully before making your investment decision. We
believe our strategic pathway to commercialisation is realistic and achievable. Your Board is very
excited about the future of Tissue Therapies and is unanimous in its confidence in the Company
and its technology. We commend the Offer for your consideration.

Roger Clarke Dr Steven Mercer
Chairman Managing Director
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1. OFFER SUMMARY
This summary is not intended to provide full details of the investment opportunity.
Shareholders should read this Prospectus in full to make a fully informed investment
decision. Details of recent announcements are set out at section 6.1 of this Prospectus.
1.1  Overview of the Offer

The following should be read subject to the more detailed information in this Prospectus. In
particular, some of the key risk factors of an investment in Tissue Therapies are detailed in

section 3.5.

e  Opportunity to acquire New Shares in Tissue Therapies at $0.12, a discount of 33% to

the last traded price on 23 January 20009.

e  Proceeds from the Offer will be used primarily to fund clinical trials and manufacturing

of VitroGro®.

e No brokerage or stamp duty will be payable on the issue of New Shares.

Eligible Shareholders may apply for Top Up Shares in excess of their Entitlement.

Effect on capital structure:

Issue Price per New Share $0.12
Shares on issue at the date of this Prospectus 56,676,101
28,338,051

New Shares offered under this Prospectus

Total number of Shares after Issue of New Shares

approx. 85,014,152

Amount to be raised under the Offer (before Offer Costs)

approx. $3.4 million

Market capitalisation of Shares and New Share at the Issue

Price

approx. $10.2 million

Important dates:

Announcement of Offer

28 January 2009

Ex Date

4 February 2009

Record Date to determine Entitlement to New Shares

10 February 2009

Offer opens

11 February 2009

Prospectus and Entitlement and Acceptance Form
despatched to Shareholders (on or before)

13 February 2009

Last date for receipt of Entitlement and Acceptance Form
and payment - Closing Date

5pm AEST
27 February 2009

Securities quoted on a deferred settlement basis

2 March 2009

Expected date for despatch of shareholding statements for
New Shares

5 March 2009

Expected date for commencement of normal trading and
guotation of New Shares on ASX

6 March 2009

These dates are indicative only. Tissue Therapies reserves the right, subject to the Corporations Act
and Listing Rules, to vary the dates and times of the Issue, without prior notice, including closing the

Issue before the scheduled Closing Date.
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1.2

1.3

The Directors, in compliance with the Listing Rules, reserve the right to issue Shortfall Shares at
their discretion.

The offer of New Shares under the Offer is restricted to Eligible Shareholders of the
Company who are registered as Shareholders at the Record Date. The number of New
Shares to which Shareholders are entitled is shown on the accompanying Entitlement and
Acceptance Form.

Applications for New Shares under the Offer can only be made by completing the
Entitlement and Acceptance Form in full, in accordance with the instructions on it, and
sending it to Link Market Services Limited.

The Offer is scheduled to close at 5pm AEST on 27 February 2009. Entitlement and
Acceptance Forms must be received by that time by Link Market Services Limited, together
with a cheque or bank draft in Australian currency drawn on an Australian branch of a
financial institution for the amount of the Application. Alternatively, Applicants can pay by
the BPay facility on or before this time.

Subject to the Listing Rules, the Directors reserve the right to issue Shortfall Shares at their
discretion.

Description of the Offer

The Company is offering approximately 28 million New Shares to Eligible Shareholders of
the Company who are registered Shareholders at the Record Date

The New Shares are being offered on the basis of 1 New Share for every 2 Existing
Shares held at the Record Date at an issue price of $0.12 per New Share. The offer of
New Shares under this Prospectus is restricted to Eligible Shareholders of the
Company who are registered as at the Record Date.

The number of New Shares to which you are entitled as an Eligible Shareholder is shown
on the accompanying Entitlement and Acceptance Form.

By example, if an Eligible Shareholder owns 1,000 Existing Shares, the Eligible
Shareholder will be entitled to apply for 500 New Shares under this Offer.

For rounding purposes, holdings in the same name are aggregated for the calculation of
Entitlements. Tissue Therapies reserves the right to aggregate holdings where it believes
holdings have been split in order to take advantage of this rounding. Tissue Therapies also
reserves the right to aggregate holdings held by associated Shareholders for the purpose of
calculating Entitlements.

Any New Shares which are not applied for by Eligible Shareholders by the Closing Date will
become Shortfall Shares. In accordance with Listing Rule 7.2 Exception 3 (but subject to
section 723 of the Corporations Act), the Directors reserve the right to issue Shortfall
Shares at their discretion within 3 months of the Closing Date at a price of $0.12 per
Shortfall Share, as set out in section 1.7.

Up to $3.4 million will be raised under the Offer (before Offer Costs).

Closing Date

The Prospectus, accompanied by the Entitlement and Acceptance Forms, will be
despatched by no later than 13 February 2009.

The Offer will close at 5pm AEST on 27 February 2009, subject to the right of Directors to
extend the Closing Date.

As the Offer is non-renounceable, Eligible Shareholders do not have the right to sell their
Entitlements. Eligible Shareholders have the opportunity to subscribe for all, part or none of
their Entitlement to New Shares. In addition, Eligible Shareholders may apply for Top Up
Shares under the Offer pursuant to section 1.4.
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1.4

15

1.6

1.7

To the extent that any part or all of an Entitlement is not taken up, it will lapse on the
Closing Date.

Eligible Shareholders should be aware that their Entitlement may have value. If you
decide not to accept all or part of your Entitlement, your Entitlement will lapse. Itis
therefore important that you take action if you wish to accept your Entitlement in
accordance with the instructions on the accompanying Entitlement and Acceptance
Form. Action required by Eligible Shareholders is set out in section 4.

Application for Top Up Shares beyond your Entitlement

New Shares not taken up or traded by Eligible Shareholders pursuant to their Entitlement
will comprise the Top Up Shares. Eligible Shareholders may, in addition to their
Entitlement, apply for any number of Top Up Shares, regardless of the size of their present
holding.

By example, if an Eligible Shareholder owns 3,000 Existing Shares, the Shareholder
will be entitled to apply for 1,500 New Shares under the Offer and may also apply for
Top Up Shares. While there is no limitation on any Shareholder applying for Top Up
Shares, in the case of Applications exceeding the total number of New Shares
available, the Directors will exercise their discretion to permit smaller Eligible
Shareholders to increase their holding as a priority.

It is possible that there will be few or no Top Up Shares available for issue. It is an express
term that Eligible Shareholders applying for Top Up Shares are bound to accept a lesser
number of Top Up Shares allotted to them than applied for and Applicants shall be bound to
accept a refund of Application Monies in respect of the number of Top Up Shares that may
have been applied for, but not allotted.

No interest will be paid on any Application Monies refunded to Applicants in these
circumstances.

What will happen if | accept my full Entitlement?

If you take up your full Entitlement, your shareholding in Tissue Therapies will not be diluted
by the issue of New Shares under the Offer.

What will happen if | do not accept my full Entitlement?

If you do not take up your full Entittement under the Offer, your shareholding in Tissue
Therapies will be diluted as will your corresponding rights to future earnings and net assets
of Tissue Therapies.

As the Offer is non-renounceable, if you decide not to take up all of your Entitlement, it will
lapse on the Closing Date to the extent that it is not taken up.

Placement of Shortfall Shares

As the Offer is non-renounceable, if you decide not to take up all of your Entitlement, it will
lapse on the Closing Date to the extent that it is not taken up. If Entitlements lapse, these
shall comprise the pool of Top Up Shares. If Applications for the Top Up Shares do not
utilise the available pool, the Company will work with ABN AMRO Morgans Corporate
Limited to place these Shortfall Shares.

The Directors reserve their right to place any shortfall at their discretion within 3 months of
the Close Date, in accordance with ASX Listing Rule 7.2.

The Directors note that a number of the Company’s major Shareholders have
independently indicated that they will exercise their Entitlement and have also expressed an
interest in participating in such a placement to the extent permissible under the
Corporations Act and ASX Listing Rules. No party will acquire a relevant interest in voting
Shares exceeding 20% as a result of the Offer or placement of any shortfall.
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1.8

1.9

1.10

1.11

1.12

1.13

1.14

Optionholders & Noteholder

In order to take part in the Offer, existing Tissue Therapies Optionholders must exercise
their Existing Options before the Record Date. There are 1,345,000 Existing Options
currently on issue.

QUT, being the existing Noteholder, must convert the Note into Shares before the Record
Date in order to be entitled to participate in the Offer. Alternatively, the Company could
exercise its right to convert the Note into Shares before the Record Date in which case the
Shares issued to QUT would be entitled to participate in the Offer.

Brokerage and stamp duty

No brokerage or stamp duty is payable by Applicants in relation to the Offer. However, you
may have to pay brokerage on any subsequent trading of your New Shares on ASX after
they have been quoted on ASX.

Handling Fees

The Company will pay a handling fee to ASX patrticipating organisations of 1.5% on the
value of all stamped Entitlement and Acceptance Forms, capped at $300 per Applicant. All
relevant fees will be paid by the Company.

Shareholders outside Australia or New Zealand

The Company will only extend the Offer to Eligible Shareholders with registered addresses
in Australia or New Zealand. The Company considers it would be unreasonable to extend
the Offer to Shareholders with registered addresses in other jurisdictions having regard to
the small number of such Shareholders, the small number and value of securities that
would be offered in such jurisdictions and the costs of complying with legal and regulatory
requirements in those jurisdictions.

This Prospectus does not constitute an offer in any place in which, or to any person to
whom, it would not be lawful to make such an offer.

Ranking of New Shares

The New Shares will be fully paid and rank equally with Existing Shares. The rights
attaching to the New Shares will be the same as the rights attaching to the Existing Shares
issued in Tissue Therapies.

Allotment

Tissue Therapies will make application within 7 days from the date of this Prospectus for
guotation of the New Shares on ASX.

It is expected that allotment of the New Shares under the Offer will take place no more than
15 Business Days after the close of the Offer.

If approval of ASX to the official quotation of the New Shares is not obtained within
3 months after the date of this Prospectus, all Application Monies will be repaid, without
interest, in accordance with the Corporations Act.

Application Monies will be held by the Company on trust for Applicants in a trust account
until the New Shares are allotted. No interest will be paid on Application Monies.

CHESS

The Company will apply to have the New Shares issued under this Prospectus admitted to
participate in CHESS in accordance with the Listing Rules and the ASTC Settlement Rules.
The Company will operate an electronic issuer-sponsored sub-register and an electronic
CHESS sub-register. The two sub-registers together will make up the principal register of
New Shares.
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1.15

1.16

1.17

1.18

1.19

1.20

1.21

Application Money on trust

All Application Monies received before the New Shares are issued will be held by Tissue
Therapies on trust in an account established solely for the purpose of depositing Application
Monies received. They are held subject also to the minimum subscription as described in
section 1.19. Any interest that accrues in that account will be retained by Tissue Therapies.
After the New Shares are issued to successful Applicants, the Application Monies held on
trust will be payable to Tissue Therapies.

Market price of Tissue Therapies Shares on ASX

The highest and lowest closing sale prices for Shares on ASX during the 3 months
immediately preceding the date of this Prospectus, and the respective dates of those sales,
were $0.24 per Share on 19 January 2009 and $0.07 per Share on 19 December 2009.
The closing price for Shares on ASX on 23 January 2009, was $0.18 per Share.

Annual Report and quarterly cash flow report

A summary of the strategic focus, major activities and financial information relating to the
Company is contained in the Annual Report. A full copy of the Annual Report has been
lodged with ASIC.

The Company'’s quarterly Appendix 4C report for the period 1 October 2008 — 31 December
2008 was lodged with ASX on the same date as this prospectus, being 28 January 2009.
The half-yearly report, being the Appendix 4D, must be lodged by 28 February 2009.

Any person who wishes to obtain a copy of the Annual Report may request a copy from the
Company. The Company will provide a copy of the Annual Report free of charge to anyone
who asks for it during the term of this Prospectus.

Lead Manager

The Offer is not underwritten. The Lead Manger to the Offer is ABN AMRO Morgans
Corporate Limited.

Minimum subscription

Pursuant to section 727(3) of the Corporations Act, the minimum subscription for the Offer
is $300,000.

Summary only

This summary is not intended to provide full details of the investment opportunity.
Shareholders should read this Prospectus in full to make a fully informed investment
decision.

Enquiries

If you require advice as to whether to accept your Entitlement, you should seek professional
advice from your legal, investment or other adviser.
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2.

OVERVIEW OF TISSUE THERAPIES

2.1

Background

VitroGro®: Liquid and Freeze Dried (Lyophilised)

The primary focus of Tissue Therapies is the commercial application of VitroGro® to
produce a new generation of wound healing products for the advanced wound management
market for the treatment of diabetic, venous and pressure ulcers. Diabetic ulcers are
caused by damage to tiny blood vessels, often with damage to small nerve fibres as well.
Venous ulcers are caused by the pooling of venous blood that is unable to return to the
heart effectively. Pressure ulcers occur in disabled patients who are unable to move to
relieve pressure on weight bearing areas of skin.

An estimated USD$4 billion was spent on wound care dressings in 2007, with the wound
care sector compound annual growth rate of 11 — 15%. Global growth in this market is
being driven by aging population, increased incidence of diabetes and increasing
affordability of health care in developing countries. VitroGro® has been designed to
provide the active ingredient for a range of new, simple, effective and affordable treatments
for diabetic, venous and pressure ulcers. This is greatly simplified by the fact that
VitroGro® can be:

e used as a liquid wound treatment
o freeze dried (lyophilised) for incorporation into dry dressings as well as gels and creams
o sterilised with gamma irradiation

This remarkable combination of capabilities suggest it should be simple and cost effective
to incorporate VitroGro® into a diverse range of new wound care products potentially
ranging from specialist unit dressings to outpatient, family physician and retail products.
There are multiple precedents in the wound care market for this progression from specialist
hospital use to retail sales.
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The goal is to use the flexibility of VitroGro® to allow clinicians complete freedom to use
their preferred combination of dressings, in combination with VitroGro®.

Positive data from the Australian (complete) and Canadian (underway) clinical trials is
expected to be the catalyst for formal partnership negotiations with international wound and
healthcare companies.

Tissue Therapies’ objective will be to complete an exclusive worldwide sales and
distribution agreement with an appropriate international health care company for the
promotion and sale of new VitroGro® wound care dressings, while Tissue Therapies
remains the manufacturer of VitroGro®.

The product classification of VitroGro® already provided by Health Canada substantially
reduces time and costs involved in clinical trials and regulatory approvals.

Current treatments for diabetic, venous and pressure ulcers are costly and are only
moderately effective, following up to 20 weeks of treatment.

Pre-clinical data demonstrates that VitroGro® produces quick wound healing with
exceptional cosmetic results. (including scarless tissue repair, normal pigmentation and
consistent hair growth).

With positive human clinical trial results and sufficient funding from this Offer, Tissue
Therapies will;

e accelerate negotiations with identified potential healthcare partners

e proceed with large scale manufacturing of new formulation VitroGro®, to increase sales
volume and provide a significant enhancement to Tissue Therapies’ margins

o repeat a small clinical trial for regulatory approval of the new formulation VitroGro® on
the basis of equivalency

¢ leverage the world-wide sales and distribution capabilities of an appropriate commercial
partner for international sales of VitroGro®
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2.2

2.3

VitroGro®: How does it work?

VitroGro® is a novel protein formulation for enhancing cell growth and migration and
protein production.

new formulation VitroGro® combines the active regions of multiple growth factors and
proteins into single, synthetic (recombinant) peptides made to pharmaceutical (GMP)
standards.

more than ten years of research (including multiple, peer-reviewed, published, scientific
papers) has shown that VitroGro® accelerates human skin cell growth and migration as
well as tissue regeneration.

VitroGro® achieves this by harnessing normal cell biology tissue healing mechanisms in
a way that is revolutionary and highly efficient.

only tiny doses of VitroGro® are required (e.g. nanogram doses per square centimetre
of wound), with application only being necessary once or twice per week.

the implications of VitroGro® wound care dressings for the treatment of diabetic,
venous and pressure ulcers with VitroGro® are profound.

VitroGro®'’s key benefits

Simple, effective, predictable wound healing with tiny doses. v

Potential for new wound healing treatments for diabetic, venous and v
pressure ulcers, at an end user price that will be more cost effective than
existing treatments.

Retains wound healing activity in presence of chronic wound fluid. v

Can be freeze dried for easy, cheap storage, transport and incorporation v
into wound dressings / treatments.
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Retains wound healing activity after gamma irradiation; important for v
qguick, cheap incorporation into wound dressings that are routinely
sterilised with gamma irradiation at end of manufacture.

Restores normal wound healing in human skin cells biopsied from the v
edge of chronic diabetic ulcers, in the presence of elevated glucose.

Allows creation of live human skin in the laboratory; proof of the power v
and versatility of VitroGro® and an exceptional research tool.

Produces more immunotherapy (anticancer) cells than commercially v
available cell growth media.

Commercial Production

A new formulation of VitroGro® has been developed that will substantially reduce cost and
time of manufacture and is projected to produce excellent margins for Tissue Therapies.
The technical detail of this production process for new formulation VitroGro® has been
refined over approximately two years at Tissue Therapies’ laboratories.

The production system for the new formulation VitroGro® has been licensed from an
experienced pharmaceutical manufacturer. This production system:

e is pharmaceutical grade (GMP)
e has FDA approval
e s already being used for the production of a human vaccine

e has been the subject of approximately 20 years of optimisation and so offers excellent
yields

Based on the 2 years of development work at Tissue Therapies, in discussion with the
owner of the production system, it is anticipated that transfer of the manufacturing process
to large scale production should be easy and quick with excellent efficiency and yield. All
relevant assays and testing of the new formulation VitroGro® produced with this system
have yielded excellent results. This testing has included biologic and biochemical assays
as well as live skin model results.

Regulatory Approval

The regulatory approval strategy has been carefully devised, with expert industry advice
and is running to plan. A key element of this is the commercially important classification of
VitroGro® as a device which has been achieved in Canada.

The Canadian health regulator, Health Canada, has mutual recognition agreements for
approval of therapeutic goods such as VitroGro® with most of the European Union (Austria,
France, Germany, Belgium, United Kingdom, Ireland, Spain, Portugal, Cyprus, Czech
Republic, Denmark, Sweden, Finland, Netherlands, Hungary, Italy, Malta and Greece) as
well as Switzerland, Norway, Iceland and Australia. This means that approval for sale of
VitroGro® in Canada will allow far more rapid approval in these other countries than would
be the case if individual country submissions were required. Further country approvals will
be sought in areas including East Asia.

With sufficient funding from this Offer, Tissue Therapies plans to conduct a short clinical
trial with an identical protocol to the current Toronto human trial of VitroGro® produced at
commercial scale and with this additional data to seek regulatory approval for VitroGro® in
Canada. The Board and management of Tissue Therapies are confident that this clinical
trial will also be successful.
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The Company plan to defer American FDA approval until the above steps have been
achieved. This will allow approval, sales and revenue from the rest of the world outside the
United States to be targeted more quickly than FDA approval is likely to take.

While Health Canada does not have a formal mutual recognition agreement with the FDA,
the Health Canada approval processes and documentation requirements are similar to
those of the FDA. Canadian Chief Clinical Investigator, Professor Gary Sibbald and Clinical
Trial Monitor, Dr Douglas Queen are both experienced in conducting clinical trials when the
results have subsequently been successfully used to obtain FDA approval.

Target Wound Care Market

The commercialisation plan is to target the entire world wound care market with an
appropriate healthcare partner and to make VitroGro® the default treatment technology for
chronic wounds.

The global advanced wound care market is defined as wound dressings for diabetic,
venous and pressure ulcers. Patients suffering from these ulcers spent an estimated
USD$4 billion on wound care during 2007; a market with an annual compound growth rate
of 11 — 15%."

The World Health Organisation has recognised that there is a global epidemic of obesity,
with diabetes rising in parallel.®> * There are currently 194 million people with diabetes in the
world and according to International Diabetes Federation estimates, this figure is expected
to increase to 333 million by 2025.°

In 2005, there were 20 million diabetics in the USA and Canada® and it is estimated that the
prevalence of Americans diagnosed with diabetes will increase to 7.2% by 2050.’

! Primary research, Frost & Sullivan and CanCare Consultancy Services
2 Clinical Guide to Wound Care, 6th Ed. 2008, Hess CT, Lippincott, Williams & Wilkins

® Amos AF, McCarty DJ, Zimmet P. The rising global burden of diabetes and its complications: estimates and projections to the year
2010. Diabet Med 1997; 14 Suppl 5: S1-85

“ Sorenson TI. The changing lifestyle in the world. Body weight and what else? Diabetes Care 2000; 23 Suppl 2: B1-4

® Diabetes in North America: millions of feet at risk of amputations. 65th Annual Sessions of the American Diabetes Association,
International Diabetes Federation. San Diego, 11 June 2005

® Diabetes in North America: millions of feet at risk of amputations. 65th Annual Sessions of the American Diabetes Association,
International Diabetes Federation. San Diego, 11 June 2005
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Up to 70% of all lower limb amputations in the world are related to diabetes and every
30 seconds, a lower limb is lost to diabetes somewhere in the world.?

15% of people with diabetes will develop at least one foot ulcer in the lifetime® and for
people with a healed diabetic foot ulcer, the five year cumulative rate of ulcer recurrence is
66% and of amputation is 12%.°

Amputations are 15 times more common in people with diabetes and 50% of all
amputations occur in people with diabetes.™

In developed countries, diabetic foot ulcers account for up to 20% of the healthcare
resources available for diabetes, while in developing countries, it has been estimated that
they may use up as much as 40% of the available resources.*

Complete healing rates for diabetic, venous and pressure ulcers remain at approximately
25 — 50% following up to 20 weeks of treatment.™® '

It is clear from the published data above that a diabetes pandemic is driving up the
incidence of diabetic ulcers at an unprecedented rate and that current treatment methods
take too long, are often unsuccessful and ulcer recurrence is high.*® ***° |n addition, the
incidence of venous and pressure ulcers adds to the considerable and escalating financial,
personal, emotional and health burden of chronic skin ulcers.

Market adoption of new wound dressing technology is dependent on 4 factors®’:
o faster healing

o faster hospital discharge

¢ avoidance of prolonged treatment (in or outside hospital)

e avoidance of amputation

The cumulative data developed by the research team of Tissue Therapies summarised in
the Key Benefits and Achievements (section 2) give Tissue Therapies confidence that
VitroGro® can not only successfully address these 4 criteria, but do so on a cost effective
basis that has not previously been available to patients worldwide.

" Boyle JP, Honeycutt AA, Narayan KM, Hoerger TJ, Geiss LS, Chen H, et al. Projection of diabetes burden through 2050: impact of
changing demography and disease prevalence in the U.S. Diabetes Care 2001; 24 (11): 1936-40

® Diabetes in North America: millions of feet at risk of amputations. 65th Annual Sessions of the American Diabetes Association,
International Diabetes Federation. San Diego, 11 June 2005

° Diabetes in North America: millions of feet at risk of amputations. 65th Annual Sessions of the American Diabetes Association,
International Diabetes Federation. San Diego, 11 June 2005

10 Apelgvist J, Larsson J, Agardh, CD. Long term prognosis for diabetic patients with foot ulcers. J Intern Med 1993; 233: 483-491

1 Campbell LV, Graham AR, Kidd RM, Molloy HF, O'Rourke SR, Colagiuri S. Position statement of the Australian Diabetes Society.
MJA 2000; 173: 369-372

2 Diabetes in North America: millions of feet at risk of amputations. 65th Annual Sessions of the American Diabetes Association,
International Diabetes Federation. San Diego, 11 June 2005

¥ Margolis, DJ, Allen-Taylor L, Hoffstad O, Berlin JA. Healing diabetic neuropathic foot ulcers: are we getting better? Diabet Med. 2005;
22 (2): 172-176

 Franks PJ, Moffatt CJ. Health related quality of life in patients with venous ulceration: use of the Nottingham health profile. Qual Life
Res. 2001;10 (8): 693-700
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'® Diabetes in North America: millions of feet at risk of amputations. 65th Annual Sessions of the American Diabetes Association,
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Current Treatments

The published data indicates that currently available treatments for chronic skin ulcers do
not reliably produce healing and when ulcer closure is achieved, it often takes too long, is
too expensive and recurrence is an issue.*® *°

Based on the extensive laboratory live cell and preclinical data, Tissue Therapies’
researchers certainly believe that VitroGro® will produce faster, more predicable and
cheaper healing of chronic ulcers than is possible with current treatment techniques.

Existing treatment methods broadly fall into, but are not limited to the following categories:

e conventional compression dressings — developed more than 200 years ago.
Variable efficacy requires skilled application and patient compliance is often an issue,
particularly in hot climates.

e moist wound healing — a series of products developed following the original
publication by GD Winter in Nature, 1962.2° This category of wound dressing includes
foams, hydrocolloids, hydrogels and alginates. All rely on the principle that a wound will
heal more quickly if a thin layer of fluid is maintained on the surface of the wound. This
method works well with acute wounds in healthy tissue but tends to have limited
success with chronic wounds.

e vacuum dressings — uses special dressings that allow a vacuum to be applied to the
wound. The requirement to buy or rent vacuum equipment and the cost and frequency
of dressing changes means that this technology tends to be considered expensive,
particularly for chronic wounds.*

e single growth factor dressings — a small number of products incorporating a single
growth factor, but without the VitroGro® binding, delivery and co-activation components
have been marketed, mainly in the United States. These products do not use the
protein enabling biology of VitroGro® and so, tend to produce unpredictable results and
are commonly viewed as too expensive due to the higher concentration levels of growth
factors required, and more frequent treatment than is necessary with VitroGro®.% 2*

Results from Pre-Clinical Trials

Preclinical trials to evaluate the potential of VitroGro® as a treatment for human burns have
successfully demonstrated that VitroGro® significantly accelerates skin healing time,
reduces scar tissue formation and decreases wound contraction (a common problem in
would healing requiring remedial surgery), providing strong confidence about the future
performance of VitroGro® as a potential wound healing treatment.

An additional preclinical study has also shown that when VitroGro® is used to treat acute
deep incisional wounds, such as donor site or surgical wounds, healing is faster while
inflammation and swelling appear to be reduced. It is also evident that the treatment of
these acute wounds with VitroGro® results in an excellent cosmetic result with the
restoration of almost completely normal skin pigmentation.

Human Clinical Trials

The successful results from the clinical study of 10 venous ulcers patients in Fremantle,
Western Australia under the direction of Professor Michael Stacey have already been
released. This human study showed:

18 Primary research, Frost & Sullivan and CanCare Consultancy Services
% Chronic Wound Care. 4th Ed HMP Communications 2007. Co-editors; Krasner DL, Rodeheaver GT, Sibbald RG

% winter GD. Formation of the Scab and the Rate of Epithelialisation of Superficial Wounds in the Skin of the Young Domestic Pig.
Nature Jan 1962; 193: 293-294

2 Stuart M. Advanced Wound Care: The Device Industry’s New Billion Dollar Product Market. Start-Up, Nov 2007: 20-26
2 Primary research, Frost & Sullivan and CanCare Consultan