BIOPHARMICA LIMITED

ACN 095 912 002

NOTICE OF GENERAL MEETING

TIME: 4:00pm
DATE: 22 September 2006
PLACE: 2 Boans Lane, Fast Perth, Westemn Australic

This Nofice of Meeling shouid be read in its enfirefy. If Shareholders are in doubf as fo
how they should vofe, they should seek advice from their professional advisers prior fo
vofing.

Should you wish fo discuss the maifers in this Nofice of Meeling please do not hesitafe
to confact the Company Secrefary on 08 9218 9465
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TIME AND PLACE OF MEETING AND HOW TO VOIE

VENUE

The General Meeting of the Shareholders of BioPharmica Limited which this Notice of
Meeting relates to will be held ai:

2 Boans Lane, Fast Perth, Western Australia

YOUR VOTE IS IMPORTANT

The business of the General Meelting affecis your shareholding and your vote is imporiant.

VOTING IN PERSON

To vote in person, attend the General Meeting on the date and at the place sef out
above.

VOTING BY PROXY

To vote by proxy, please complete and sign the proxy form enclosed:

{a} send the proxy form by post to BioPharmica bLimited PO Box 6876, EAST PERTH,
Western Australia, 6004; or

(o} by facsimile fo the Company on facsimile numiber 61 8 9218 9433,
50 that it is recelved nof later than 4:00pm WST on 20 September 2006.

Proxy forms received later than this ime will be invalid.
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NOTICE OF GENERAL MEETING

Nofice is given that the General Meeling of Shareholders of BioPharmica Limited will be
held ot 2 Boans Lane, East Perth at 4.00pm WST on 22 September 2006.

The Explonatory Stolement 1o this Notfice Meegling provides additional informgtion on
matlters to be considered at the General Meeting. The Explonotory Statement and the
proxy form are part of this Notice of Meeting.

The Directors have determined pursuant o Regulalion 7.11.37 of the Corporations
Regulations 2001 [Cih) that the persons efigible To vole af the General Meeling are those
who are registered Shareholders of the Company on 10 September 2006 at 4.00pm.

Terms and abbreviations used in this Notice of Meeting and Explanaiory Statement are
defined in the Glossary.

AGENDA

RESOLUTION 1 - {SSUE OF OPTIONS TO MR CHARLES MURPHY

To consider and, if thought fit, fo pass, with or without amendment, the following resolution
as an ordinary resolution:

“That, for the purposes of Section 208 of the Corporafions Act, Listing Rufe 10.1H]
and for off other purposes, approval is given for the Directors to offof and issue
2,000,000 Options, To Mr Charles Murphy {or his nominee) and otherwise on the
ferms of the Explanatory Statement.”

Voling Exclusion: The Company will disregard any votes cast on this Resclution by Mr
Charles Murphy if the Resclution is passed and any associates of that person.

RESCLUTION 2 - ISSUE OF OPTIONS TO DR SAMANTHA GALLAGHER

To consider and, if thought fit, fo pass, with or without amendment, the following resolution
as an ordinary resolution:

“That, for the purposes of Section 208 of the Corporafions Act, Listing Rufe 1011
and for off ofher purposes, approval i given for the Directors to aliot and issue
3,000,000 Options, fo Dr Samantha Gallagher {or her nominee] and otherwise on
the terms of the Explanafory Statement.”

Voting Exclusion: The Company will disregard any voles cast on this Resolution by Dr
Samantha Gallogher i the Resolution is passed and any associates of that person.

DATED: 18t August 2006

BY ORDER OF THE BOARD

David Breeze

CHAIRMAN
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Voling Exclusion Note:

Where a voling exclusion applies, the Company need not disregard a voig ififis cast by a
person as g proxy for a person who is enfitied to vote In accordance with the directions on
the proxy form or it is cast by the person chaking the meeting as proxy for g person who is
entifled to vole, in accordance with o direction on the proxy form to vole as the proxy
decides.
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EXPLANATORY STATEMENY

This Explanatory Statement has been prepared for the informatlion of the Shareholders of
the Company in connection with the business to be conducted at the General Meeting o
be held at 2 Boans Lone, East Perth, Western Ausitralia, on 22 September 2006 of
4:00pm([WST).

This purposa of this Explanatory Statement ks to provide information, which the Directors
believe 1o be materidl to Shareholders in deciding whether or not to pass the Resolutions in
the Nolice of Meeting.

1.

1.1

RESOLUTIONS 1 AND 2- ISSUE OF GPTIONS TO DIRECTORS

the Company has agreed to dliot and issue 2,000,000 Cpticns fo Mr Charles
Murphy and 3,000,000 Cptions to Br Samantha Gallagher {Related Farly
Placement}). Informatlion regarding the Related Parly Plocement is set out below.

The Options 1o be issued to Dr Gallagher were part of an agreed grrangement
negotiated with her on her appointment to the Board in November 2005.

Shareholder approvdl is reguired pursuant 1o Chaptler 2E of the Corporalions Act
and Listing Rule 10.11.

Listing Rule 16.11

if Resolutions 1 and 2 are passed, securities will be issued to both Mr Charles
Murphy and Dr Samantha Galiagher. Mr Murphy and Dr Gallagher are related
parties of the Company by virtue of the fact that they are Directars of the
Company. For this reason, Shareholder approval under Listing Rule 1011 §s
reqguired prior 1o issuing the Options o Mr Murphy and Dr Gallagher.

Approval pursuant o Listing Rule 7.1 is nat required in order to issue the Oplions as
approval is being obiained under Listing Rule 10.11. Shareholders should nole
that the issue of securities o Mr Murphy and D Gallogher will not be included in
the 15% calculation for the purposes of Listing Rule 7.1,

For the purposes of Lsling Rule 10.13, the following information is provided in
retation 1o the issue of Options to Mr Murphy and Dr Gallagher:

{ai} the maximum number of Options to be issued by the Company is
2,000,000 Options to Mr Murphy and 3,600,000 Options 1o Dr Gaollagher;

{} the dllottees of the Opilions will be Mr Murphy and Dr Gallagher;

{C} the terms of the Options are st out in Section 1.5 of this Explanatory
Statement;

{d} the Opilions will be issued for free as consideration for the performance

of work by Mr Murphy and Ur Gallagher for the Company and o secure
the ongoing commitment of Mr Murphy and Dr Gallagher fo the
continued growlh of the Company. The Board considers that the issue
of Options to Mr Murphy and Dr Gallagher constitutes valid
consideration for work to be performed for the Compony. The tolal
value of the Options is $53,450 {Consideralion Amount] based on the
valuations oullined in Section 1.3 and Section 1.4 of this Explanatory
Statement below. The Company apporions the Consideration Amount
o work due 1o be completed by Mr Murphy and Dr Gallagher into the
future. The Board considers the grant of the Options 1o be reasonable in
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the circumstances, given the necessily to agtffract the highest calibre of
profassionals 1o the Company, whilst maintaining the Company's cash
reserves;

=3 the Options will be issued net later than 1 month after the date of this
meeting (or such later date as permitted by any ASX waiver or
modificalion of the Lisling Rules} and it is anticipoied that the Options
will be issued on one date; and

{f) no funds will be raised from the issue of the Oplions.
1.2 Section 208 of the Corporations Act

Under Chapter 2E of the Corporations Acl, a public company cannat give a
“inancid benefit” 1o g "related parly” unless one of the exceplions o the section
apply or shareholders have In general meetling agpproved the giving of that
financial benefit to the related porty.

In the curent circumstancaeas, the issue of the Options to both Mr Murphy and Dr
Gallagher constifules a “financial benefit” as defined under the Corporations Act.
Further, both Mr Murphy and Dr Gallagher are “related parties” of the Company
as defined under the Corpaorations Act. Accordingly, the proposed issue of
Options to Mr Murphy and Dr Gallagher will constitute the provision of g financial
benefit to a related party of the Company.

it is the view of the Direclors that the exceplions under the Corporations Act fo
the provision of g fingncial benefit to a related party may not apply in the current
circumsiances. The Directors have determined to seek Shareholder approval
under Section 208 of the Corporations Act 1o permit the issue of the rights.

Pursuant 1o Sections 217 o 227 of the Caorporgtions Acl, the Company provides
the following information 1o Shareholders in respect of the proposed financial
benefit to be given to Mr Murphy and Dr Gallagher:

) the related paorlies to whom the financial benefit will be given are Mr
Charies Murphy and Dr Samantha Gallagher {both of whom are Directors
of the Company);

o) the moximum number of Optlions {being the nalure of the finoncial
benefit to be provided] to be issued are as follows:

{i] 2,000,000 to Mr Murphy: and
{ii} 3,000,000 to Dr Samanthag Gallagher,;

fc) the Directors moke the iollowing recommendatfion in relalion to
Resolutions 1 and 2:

{i] the Directors of the Company, who do not have o material
personal interest in the oulcome of Resoludions t and 2,
recommend that Shareholders vote in favour of Resolutions 1 and
2 as they are of the view that the issue of Optlions 1o Mr Murphy
and Dr Gallagher s gppropriate fo provide them with an
incentive 1o maximise relums to Shareholders. The proposed
issug of Opflions {which may be g perceived cost to the
Company when they are exercised) are designed 1o provide
both motivation to perform and to provide refention incentive 1o
Mr Mumphy and Dr Gallogher.  The Directors, other than Mr

Murphy and Dr Gallagher who decline to comment, considered
{ FILERARAE W3}
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Mr Murphy's and Dr Gallagher's experience. the performance
conditions for the graniing of the righis and the current market
price of fhe Shores and curent market proctice when
determining the number and exercise price of the Options o be
issued o My Murmphy and Dr Gallagher. Mr Murphy and Dr
Gallagher declined to make o recommendation in relation o
Resolutions 1 and 2 as they relgle 1o them persondlly, due fo the
fact that they haove a maoterial personal interest in their outcome;

Mr Murphy and Dr Gallagher currently receive the following emoluments
from the Company:

Director Annual Emolument {exclusive of superannuation)
Mr Murphy $123.000
Dr Gallagher $145,000

Mr Murphy and Dr Gallagher currently have an interest in the following
number of securities in the capital of the Company;

Director Shares Options
Mr Murphy 700,000 2,350,000
Dr Gallagher Nif 250,000

if Shareholders opprove the issue of Oplions o Mr Murphy and Dr
Gallagher, and all of the Options are exercised, the effect will be to dilute
the shareholding of existing Shareholders by approximately 8.17% on an
undiluted basis and based on the number of the Company’s Shares on
issue as af the date of this Notice fand assuming no options are exercised
and no converling shares are converted);

The highest, lowest and last frading price of the Company's shares on ASX
during the 12 monih pericd to the date of this Notice are gs set out
below:

Date Frice
Highest 21/12/05 $0.45
Lowest 146/12/05 $0.06
Last 18/08/04 b2

the ASKC in reviewing documents lodged under section 218 relaling to the
giving of ¢ financial benefit o a related party of o public company
requires explanatory information regarding the value of the Options
propased o be gronted. The value of the rights has been calculated
using the Black Scholes model and is setf out below; and

additional information in relation 1o Resolytions 1 and 2 is set out
throughout this Explonatory Statement.  Shareholders should therefore



read the Natice and Explanalory Statement in iis entirety before making
o decision as to how to vote on Resolutions 1 and 2.

1.3 Vaiuation of Options — Charles Murphy
The Opfions have been valued using the Black & Scheles pricing modet and
based ypon the following assumptions the Options have been valued as having ¢

value of $30,200: The initial calculation used the following variables:

o) the Optlions have o 5% month life from their dote of issue and are all
exercisable at 18 cents per Share;

{e) the market trading price of the Shares af the lime the Company agreed
to issue the Options was 10.0 cents;

fc) a volotiity factor of 30%,
{d) an interestrate of 5.4 %;

in devising the valuagtion the Black & Scholes model relies upon the following
assumptions:

o) thal the Options are Furopean call options, in that they con only be
exercised on the expiry date unlike an American option, which caon be
exercised gl any fime during the period ;

{e) there are no transaction costs, options and shares are infinitely divisible,
and information is available to oll without cosh;

fc) short selling is allowed without restriction or penaity;

fd} the risk free rate of inferest is known and consiant throughout the duration
of the option;

{e] the underlying shares do not pay g dividend; and

{f] share prices behave in g manner consistent with o random walk in
continuous time.

Any change in the variables applied in the Block and Scholes model has an
impact on the calculation of their value.

The optlions proposed 1o be issued will only have g value i on the date the
Oplions are exercised the market prce of the Company’s shares is in excess of
the exercise price of the Optlions.

Based on the Black Scholes optlion model each option was notionally valued at
$0.0151. I waos considered appropriate o adjust the notional value calculated
under the Black Scholes option pricing model by a discount factor. After having
applied a discount factor of 50% for the reasons oullined herein the options have
been caolculated to have g value as set out above.

The model and option valuation does not take info account the fact thath:
fa) the options will not be guoted on the ASX;

{e) the recipient must remain an officer of the Company until at least the
relevant date 1o enable them to derive any beneflt from the Options;
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{s)

at the date of the valuafion the probability of reaching the minimum
Share price cannoi be accurately determined. Further, it is not possible 1o
comment on whether Mr Murphy would exercise the Options even if the
Share price milestones were met;

the calcuiagtions do not factor in the probability of the First Tranche
Options and the Second Tranche Options being exercised;

the First Tranche Options may not be exercised for 2 years gnd the
Second Tranche Optlions may not be exercised for 3 years;

the vaolugtions ascribed 1o the various Opflions may nol necessarly
represent the market price of the Oplions gl the dote of the valuation;

and

the valuation date for the Options is 30 June 2004.

1.4 Vailuation of Options — Samantha Gallagher

The Opftions have bsen valued using the Black & Scheles pricing modet and
basaed ypon the following assumptions the Options have been valued as having o
value of $23,250:

the initigl calculotion used the following varables:

the Opfions have a 59 month  life from their date of issue and are all
exercisable at 12.5cents per Share;

the market frading price of the Shares ot the time the Compaoany agreed
1o issue the Options was 8.0 cents;

a volatiity factor of 30%; and

an interest rate of 5.4%:

in devising the valuagtion the Black & Scholes model relies upon the following
assumptions:

faj

that the Options are Furopean call options, in that they con only be
exercised on the expiry date unlike an American option, which can be
exercised gl any fime during the period ;

there are no transaction costs, options and shares are infinitely divisible,
and information is available to all without cost;

short selling is allowed without restriction or penaity;

the risk free rate of inferest is known and consiant throughout the duration
of the option;

the underlying shares do not pay g dividend; and

share prices behgve in g manner consistent with ¢ random walk in
continuous time.

Any change in the variabies applied in the Block and Scholes model has an
impact on the calculation of their value.
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The Oplions proposed to be issued will only have g value if on the date the
Oplions are exercised, the market prce of the Company’s shares is in excess of
the exercise price of the Oplions.

Based on the Black Scholes option model each Option was notionaglly valued at
$0.0155. I was considered appropriate o adjust the notional value calculated
under the Black Scholes option pricing moadel by g discount factor. After having
applied a discount factor of 50% for the reasons outlined herein the options have
been calculated to have g value as sel out above.

The model and option valuation does not take info account the facts that:
o) the Options will not be guoted on the ASK;

{e) The recipient must remain an officer of the Company until at least the
relevant date 1o enable them to derive any beneflt from the Options;

{c] At the date of agreement the probabiiily of reaching the minimum Shaore
price could nof be accurately determined. Further, it is not possible fo
comment on whether Dr. Gallagher would exercise the Options even if
the Share price milestones were meft;

{d) the colculalions do not faclor in the probability of the First Tronche
Options and the Second Tranche Options being exercised;

{e] the First Tranche Options may not be exercised for 2 years gnd the
Second Tranche Options may not be exercised for three yvears;

{f] the valuations ascribed 1o the varous Options may nol necessarily
represent the market price of the Options af the date of the valuation;
and

g} the valuation date for the Options is 20 Novemtber 2005.

1.5 Terms of Options

the following 15 o summary of the terms of the Options to be issued pursuant 1o
Resolutions 1 and 2:

o) gach Option entitles the holder, when exercised, 1o one Share;
{9); the expiry date is 59 months from the dote of issue [Expiry Date);
fc) the exercise price is .

{i] 12.5 cents each for the Options o be issued to Samontho
Gdallagher; and

{ii} 18 cents each for the Options to be issued 1o Charles Murphy;
fd} subject 1o [c], ond Im], an Option holder may:

{i] during the period commaeancing after 24 months and ending prior
to 59 monihs from the date of issue of the Option, only exercise
up to one half of the Options ssued o the Option holder on the
date of issue {First franche Options}; and

{ii} during the period commencing after 36 months and ending prior
1o 5% months from the date of issue of the Options, exercise up o
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(k]
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one half of the Options issued o the Option holder on the dale
of the issue (Second Tranche Options};

an Option does not confer the right to a change in exercise price or a
change in the number of underlying securities over which the Option can
be exercised;

the Company will not gpply for quotation of the Options on ASX;

alt Shares issued upon exercise of the Opftions will rank part passu in all
respects with the Company’'s then issued Shares. The Company will apply
for official quolation by ASX of all Shares issued upon exercise of the
Options;

there are no participaling rights or enfitlements inherent in the Opfions
and optionholders will not be entilled to participale in new issues of
capital offered to Shareholders during the currency of the Options.
However, the Company will ensure that for the purposes of the proposed
issue notice of the new issue will be given to optionholders af least seven
{7} Business Days before the record date. This will give optionholders the
opportunity 1o exercise their Options prior 1o the date for delermining
entiflements to paricipate in any such issue;

in the event of any reconstruction {including consclidation, sub-division,
reduction or retumn) of the issued capital of the Company prior 1o the
Expiry Date, dl rights of the oplionholders will be varied in accordance
with the Usting Rules;

Option holders are restricted from selling, encumbering or otherwise
dedling with the Oplions issued as follows:

) First Tranche Options — for a period of 24 months from the dole
the Options were issued (First Restriction Period); and

{i} Second Tranche Oplions — for a period of 36 months from the
date the Options were issued [Second Restriction Period],

[together, the Restriction Periods);

if an Option holder ceases employment with BioPharmica before the
conclusion of either of the Reshiction Periods, thal Opflion holder's right to
the Oplions. which are subject to a Restriction Periad {aither in whale arin
part] {the Reshtricied Options] lopses immediately {and those Options
cancelled) unless the Porficipant has cegsed employment as a resulf of a
"Qudlifying Reason”, in which case, the Boord will defermine in Hs
discretion the proporiion of the Reslricted Options that are exercisabile by
the Participant.

Guualifying Reason means ceasing 1o be employed by reason of:

fi) pursuit of other Company initiatives {for example, tgking up ¢
position with alfiance partners or secondments);

{i} hardship {for example, the death, serfous #iness or accident of an
Executive or an Executlive’s partner or de factor or any other
simitar hardship incurred by the Executive); or

{iiE} other circumstances which are considered by the Board to be
exiraordinary:
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if, at an Option holders election, an Option holder ceases 1o be an
employee of BioPharmica during the Restriction Periods, the resirictions
cease iImmediately unless the Options are forfeited {as set out in {k}].

An Option holder may also request the Bogard to remove the Restrictions
on dealing in Options. The Board will consider the following in deciding
whether o remaove Restrictions:

i)

{it}

they cedase to be employed by the Group other than for a
Qualifying Reason and the Board directs that their Options be
forfelted; or

the Option holder has:

{A) been dismissed with cause or has committed any act of
fraud, dishonesty, defalcation or gross misconduct or o
breach of duty in relation to the affairs of the Company
fwhether or not proven or charged with an offence); or

(B} engaged In  activity delimental or potenticly
detrimental o the Company.

gt Options shalt immediately vest in the Option Holder upon the
occurrence of the following events:

i)

{it}

(i)

the despaich of a notice of meeting to consider g scheme of
arangement between the Company and its members or any
closs thereof pursyant 1o section 411 of the Corporations Act and
the approvdl of that scheme;

the announcement of a takeover bid orreceipt by the Company
of ¢ bidder's statement in respect of the Company and the
offers under that bid becoming unconditional with the bidder
having a relevant interest in af least 50.1% of the voling shares on
issue; and

d person of a group of associated persons becomaeas entitled,
subseguent o the date of grant of the Oplion, 1o sufficient
Shares 1o give it or them the ability, in general meeting, io
repiace oll or agllow g maojority of the Board in circumstances
where such abiity was nat aiready held by a person associated
with such person or group of associated persons.



PROXY FORM
APPOINTMENT OF PROXY
BIOPHARMICA LIMITED
ACN 095002 912

/We

being o Member of BioPharmica Limited entitled 1o alfend and vote
at the Meelting, hereby

Appoint

Name of proxy

or failing the person so nomed or, if no person is named, the Chalrman of the Meeting or
the Chaimon's nominee, o vole in accordance with the following directions or, if no
directions have been given, as the proxy sees fit at the General Meeting to be held at
4.00pm on 22 September 20046 af 2 Boans Lane, East Perth, Westermn Ausiralic and af any
adjournment thereof. If no directions are given, the Chairman will vote in favour of all of the
resolutions.

Voting on Business of the General Meeling
FCR  AGAINST ABSTAIN

Resolution 1 Issue of Options to Chares Murphy { FORMCHECKBOX }
{ FORMUCHECKBGX} { FORMCHECKBOX }
Resolution 2 Issue of Options o Samantha Gallagher { FORMCHECKBOX }
{FORMCHECKBOX } { FORMCHECKBOX }

If you do net wish o direct your proxy haw 1o vole, please place a mark in this box

By marking this box, you acknowledge that the Chairman may exercise your proxy even if
he has an interest in the ocutcome of the resolution and voles cast by him other than as
proxy holder will be disregarded because of the interest. The Chairman will vote in favour of
all of the resolutions i no direclions are given.

YOU MUST EITHER MARK THE BOXES DIRECTING YCUR PROXY HOW TO VOITE OR MARK THE
BOX INDICATING THAT YOU DO NOT WISH TO DIRECT YOUR PROXY HOW TO VOTE, OTHERWISE
THIS AFPOINTMENT OF PROXY FORM WILL BE DISREGARDED.

If you mark the abstain box for a particular item, you are directing your proxy nol to vote on
that item on o show of hands or on ¢ poll and that your shares are not 1o be counted in
computing the required maojority on a poll.

Signed this day of 2006

By:

individuais and joint holders Companies (affix common secal if
appropriate)

Signature Director

Signature Director/Comparny Secretary

Sighature Sole Director and Sole Company Secretary
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BIOPHARMICA LIMITED
ACN 095002 912

Instructions for Completing 'Appointment of Proxy’ Form

1. A member entitled fo altend and vole al a Meeting is entifled to appoint not more
than two proxies to attend and vole on their behalf. Where more than one proxy is
appointed, such proxy must be allocated g proporfion of the member's voting
righis. H the shareholder appoints two proxies and the appointment does not
specify this proporiion, each proxy may exercise half the votes.

2. A duly appeointed proxy need nof be g member of the Company. In the case of
joint hotders, all must sign.

3. Corporate shareholders should comply with the execution requirements sat out on
the proxy form or gtherwise with the provisions of Section 127 of the Corporgtions
Act. Section 127 of the Carporations Act provides thal a company maQy execute o
document without using its common sedl if the document is signed by

) directors of the company;
. a director and g company secretary of the compuany; or
) for ¢ proprielary company that has a sole director who 5 olso the sole

company secretary — that director.

For the Company 1o rely on the gssumptions set out in Section 129({5] and {6} of the
Corporations Act, o document must dppear to have been executed in
accordance with Section 127{1} or {2}. This effeclively means that the status of the
persons signing the document or witnessing the affixing of the seal must be set out
and conform o the reguiremenis of Section 127{1} or (2} as gpplicable. In
particular, a person who wiinesses the affixing of o common seal and who is the
sole director and sole company secretary of the company must state that next 1o
his or her signature.

4. Compiletion of g proxy form will not prevent individual shareholders from atiending
the meeting in person if they wish. Where o shareholder completes and lodges o
valid proxy form and attends the meeling in person, then the proxy’s authority to

speak and vote for that shareholder is suspended while the shareholder is present
at the meeting

5. Where g proxy form or farm of appointment of comporgie representative is lodged
and is executed under power of attomey, the power of atforney must be lodged in
like manner as this proxy.

é. To voie by proxy, plecse complete and sign the proxy form enclosed:

{c} send the proxy form by post to BioPharmica Uimited PO Box 6876, EAST PERTH,
Western Australia, 6004; or

{d} by facsimile to the Company on facsimile numibber 61 8 9218 $433,
so that it is received not iater than 4.00pm WST on 20 Seplember 2006.

Proxy forms received later than this time will be invalid.
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