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24 August 2004

Bear Sharehoider

| enclose a Notice of Meeting for the 2004 Annual General Meeting of the company which is to be
heid at 10.00am on 1 October 2004 at the Stamford Plaza Melbourne, 111 Little Collins Street,
Melbourne in the Edinburgh Room on Level 1.

In addition ¢ receiving the company's financial reperts, sharehoiders will be asked o consider and
vote on the following proposals:

Ordinary Resolutions:

* the re-election of Mr McLiesh as a director of the company;

* the ratification of a placement of 10,500,000 shares and 6,667,362 uniisted options completed
on 20 August 2004, and

) the issue of a total of 1,500,000 options to the Managing Direcior,

Further details of the resolutions to be put before the members are set out in the Explanatory
Memeorandum, which accompanies and forms part of this Notice of Annual General Meeting.

Your directors consider the proposed resolutions {0 be in the best interests of the company and its
shareholders and recommend that shareholders vote in favour of all resolutions.

If any shareholders are unabie o attend the Annual General Meeling, they are strongly urged to
complete the attached proxy form and return it by mail or facsimile (fo be received no iater than
10.00am on 29 September 2004).

| look forward o weicoming you {0 EpiTan's 2004 Annual General Meeting.

Yours faithfully
EPITAN LIMITED

QY.

Dr W. A. Millen
Executive Chairman

BT WP 174346000001 40001



EpiTan Limited

ABN 88 089 844 118

keep up to date with epitan’s progress

The latest news and information about EpiTan is available at www.epitan.com.au Visit our website io
find company announcements, FAQs, a Melanotan video, share price information, annual and
financiai reporis and more.

If you would fike 10 receive company announcements by email as soon as they are released, please
subscribe 1o our email alerts service by

- going to www.epitan.com.au and clicking on the "email alerfs” option on our homepage
or

- completing the form below and faxing 1o 03 9662 4788 or mailing to EpiTan Limited, Emall Aleris
Regisiration, Level 10, 52 Collins Street, Melbourne VIC 3000 Australia

First Name. i e e e eraee
LaSENAMEL et e ettt ir e s s ssse s
Email AGIESS. e
COMAC! PRONE NOT oottt a e st s e s e sssesirsssesssnssss
POSICOUE. ottt s et sir e s ssse s

0T e T 11 1" USSR

Please tick the boxes fo indicate which information you would like us to send you:

ASX Announcements: [

Financial Reports: [l

Analyst Reports O

Please tick one box below to indicate which group you best fit into:
Analyst:

Broker

Financial Advisor:

Fund Manager:
Institutional investor:
Sophisticated Investor:
Private Investor:
Media Representative:

oopooooon

Do you currently hold shares in this company?

ves 0O No O

EpiTan Limited abn 88 (088 644 118
Level 10, 52 Colling Street Metbourne Victoria 3000 Australia Telephone +61 3 8667 4688 Facsimile +61 3 9662 4788 www.epitan.com.au

F T WP 1744400000 1 D00H2



Proxy Form |

All correspondence fo:
Computershare Investor Services Pty Limited

EpiTai‘l Limited GPO Box 242 Melbourne

Yictoria 3001 Australia
ABN 88 080 644 119

Enguiries {within Australkal 1300 859 505
Rtk this Do with & 00§ yos have madks a1 Cmngeﬁ o your addeass dabsls fooe rvacset {DutsldB )\UStraka] 5130615 5979
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whww computershare.com
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MR JOHN SMITH 1 i
FLAT 193 Securityholder Reference Number (5RN)
123 SAMPLE STREET

LT

Appointment of Proxy [ 1234567890 IND

IV being & membens of EpiTan Limited sad entitled to atiend and vote heraby appoint

the Chairman

Wiite here the name of the person you are appointing £ e
of the Meeting OR this person is someone other than the Chairman of the
{mark with an X3 Meeting.

of failing the persen namad, o if no pereon is narmed, the Chairman of the Meeting, 25 miylour prowy to act generaly at the meeting on ryfour behad and fo vole in ascordance with the following dirgetions (or
# no directions have been given, a< the prowy sees fit) at the Annual General Meating of EpiTan Limitad to be held st in the Edinburgh Room, Stamford Plaza Melbourne, 111 Litga Colling Steat, Methourne
on Friday, 1 Oclober 2604 a1 10.00am and at any adiournmend of fat mesting.

IPCRTANY: FOR ITEMS 2 AND 3 BELOW

Htha Chairman of the Mesting is your nominated proxy, or may be appoisied by default, and yoe have not directed your proxy how to vate on #ems 2 and 3 below, please place a
rark iz dhés b By marking thés brec you acknowledge that the Chairman of the Meeting may exsrcise your proogy even § he Bag an interest in the sufeomes of Sose ftems and that
votes cast by him, other than as proxy holder, wouid be disregarded becsuse of Sat interest, If you do sot mark this box, and you have not directed your proxy how (o vole, the
Chairraan of the Mesting witl nod cast your votes on llerns 2 and 3 and your votes will not be counted in computing the sequired maority if 8 poll is catied on these items, The
Chairraan of the Meating intersds fo vole undirected procdes in favour of sach of these ilems,

Voting directions to your proxy - please mark . X" fo indicate your directions

For Against  Abstain*

Hem 1 Re-slection of director - Wy Stanley Mcliesh

em 2  Placement of Shares and Options

Hem 3 tssue of Options fo the Managing Director

In addiion to the intentlon advised above, the Chairman of the Meeting intends to vote undirected proxies in favour of each of the ather iterns of business.

* i you mark the Abstain box for & particutar #em, you are directing your proxy not to vote on your behaif o a show of hands or on a poll and your votes wilt not be counted in
cormplting the required majority on & poll.

PLEASE SIGN HERE  This section must be signed in accordance with the instructions overieaf to enable your directions to be implemented.

individual or Securityholder 1 Securityholder 2 Securityholder 3

Sole Director and Director Director/Company Secretary
Sole Company Secretary

Contact Name Contact Daytime Telephone Date

BT 17PR +
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How to complete the Proxy Form

Your Address

This Is your address as il appears on the company’s share register. If this information is incorrec!, please mark the box and make the comrection on the
form. Securifvholders sponsored by a broker {in which case your reference number overleal will commence with an "'} should advise your broker of any
changes. Please note, you cannot change ownership of your securities using this form.

Appointment of a Proxy

{f yolt wish to appoini the Chairman of the Meefing as your proxy, mark the box. i the person you wish to appoint as your proxy is someone other than
the Chairman of the Meeting please write the name of that person. If you leave this section blank, or your named proxy does nol alfend the meeting, the
Chairman of the Mesting will be your proxy. A proxy need nol be a secusityholder of the company.

Votes on ltems of Business

You may direct your proxy how to vote by placing a mark in one of the three boxes opposite each item of business. Al your securities will be voled in
accordance with such a direction undess you indicate only a portion of voling rights are fo be voted on any item by inserting the percentage or number of
securities you wish fo vote in the appropriate box or boxes. H you do not mark any of the boxes on a given Hem, your proxy may vote as he or she
chooses. If you mark more than one box on an item your vole on that ilerm will be mvalid.

Appointment of a Second Proxy

You are entified to appoint up fo fwo persons as proxies fo attend the meeting and vole on a poll. I you wish fo appoint a second proxy, an additional
Proxy Form may be obtained by telephoning the company's share registry or you may copy this form,

To appoint 2 second proxy you must:

{a} o each of the first Proxy Form and the second Proxy Form state the percentage of your voling rights or number of securiies applicable o that
form. H the appoiniments do not specify the percentage or number of votes that each proxy may exercise, each proxy may exercise half your
votes. Fractions of votes will be disregarded.

by refumn both forms logether in the same envelope.

Signing Instructions

You must sign this form as follows in the spaces provided:

Individual: where the holding is in one name, the holder must sign.
Joint Holding: where the holding is in more than one name, all of the securityholders should sign,
Power of Atforney: fo sign under Power of Altorney, you must have already lodged this document with the regisfry. I you have not

previously lodged this document for notation, please affach a certified photocopy of the Power of Attorney fo this form
when you return it

Companigs; where the company has a Sole Direclor who is also the Sole Company Secrefary, this form must be signed by that
person. ifthe company (pursuant to section 2044 of the Corporations Act 2001} does not have a Company Secretary, a
Sole Director can also sign alone. Giherwise this form must be signed by a Director jointly with either another Direclor
or a Company Secrefary. Please indicale the office held by signing in the appropriate place.

if a represeniative of the corporation is fo alfend the meeting the appropriate "Certificate of Appointment of Corporate Representative” should be
produced prior to admission. A form of the certificate may be obtained from the company's share registry.

Lodgement of a Proxy

This Proxy Form {and any Power of Atforney under which it s signed} must be received at an address given below no later than 48 hours before the
commencement of the meeting at 10.00am on Friday, 1 Ocfober 2004, Any Proxy Form received afler that time will not be valid for the scheduled
meeting.

Decuments may be lodged using the reply paid envelope or:
N PERSON Registered Cffice - Level 13, 1 Collins Street, MELBOURNE VIC 3000

Share Regisiry - Computershare Investor Services Ply Limited, Yarra Falls, 452 Johnston Street, Abbotsford VIC 3087 Australia

BY MalL Registered Cffice - Level 13, 1 Collins Street, MELBOURNE VIC 3000

BY FAX

Share Regisfry - Computershare Investor Services Ply Limited, GPO Box 242, Melhourne VIC 3001 Ausfralia
8139473 2555



EPITAN LIMITED
ACN 089 644 119
{{Company')

NOTICE OF ANNUAL GENERAL MEETING

Notice is given that the 2004 Annual General Meeting of sharehclders will be held in
the Edinburgh Room, Level 1 Stamford Plaza Melbourne, 111 Litlle Collins Street,
Melbourne, Victoria on Friday 1 October, 2004 commencing at 10.00am.

BUSINESS

A.

B.

FINANCIAL STATEMENTS AND REPCRTS
To table:

(a) the financial statements;
{b}  the directors’ report; and

{¢)  the auditor's report,

of the Company for the year ended 30 June 2004 for Shareholder
consideration and discussion.

ORDINARY RESCLUTIONS

To consider and, if thought fit, to pass the following resolutions as ordinary resoiutions:

1.

RETIREMENT AND RE-ELECTION — MR STANLEY McLIESH

That Stanley Roy McLiesh, a Director retiring in accordance with clause 57 of
the Company's Constitution, being eligible and having signified his candidature
for the office, is re-elected as a Director of the Company.

PLACEMENT OF SHARES AND OPTIONS
That the issue on 20 August 2004 of:
10,500,000 fully paid ordinary shares at an issue price of $0.76 per share; and

6,667,832 options, each o subscribe for a fully paid ordinary share,
exercisabile at $1.03 per option,

further described in the Explanatory Memorandum which accompanies and
forms part of this Notice of Meeting, be ratified for the purposes of Rule 7.4 of
the Listing Rules of Australian Stock Exchange Limited.

ISSUE OF OPTIONS TO THE MANAGING DIRECTOR

That, in compliance with Rule 10.11 of the Listing Rules of Australian Stock
Exchange Limited, the issue to Dr. Wayne Millen, a Director of the Company,
of 1,500,000 options, each option entitling the holder to subscribe for one fully
paid ordinary share in the capital of the Company on the terms set out in the
Explanatory Memorandum attached fo and forming part of this Notice of
Meeting, be approved.

BY ORDER OF THE BOARD
tain Kirkwood

Company Secreiary
24 August 2604



VOTING EXCLUSION STATEMENTS
Resolution 1
No voting restriction is applicable.
Resolution 2

Pursuant fo Listing Rule 14.11, the Company will disregard any votes on Resolution 2
cast by:

. any perscn who participated in the issue {ie Absoluie Return Europe FFund and
Mercury Investmenis Limited); and
. an associate of those persons.

Resolution 3

Pursuant to Listing Rule 14.11, the Company will disregard any votes cast on
Resolution 3 by:

. Dr Wayne Millen; and
. his associates.

However, in the case of Resolutions 2 and 3, the Company need not disregard a vote if:

. it is cast by a person as proxy for a person who is entitled to vote and it is cast
in accerdance with the directions on the proxy form; or

. it is cast by the person chairing the meeting as proxy for a person who is
entitled to vole and it is cast in accordance with a direction on the proxy form
o vote as the proxy decides.

NOTES:

1. The details of the resolutions contained in the Explanatory Memorandum
accompanying this Notice of Annual General Meeting should be read together
with and form part of this Notice of Annual General Meeting.

2. The Company has determined, in accordance with regulation 7.11.37 of the
Corporations Requlations 2001 (Cth), that the Company's shares guoted on
the Australian Stock Exchange at 7.00pm Melbourne time on 28 September
2004 are taken, for the purposes of the Annual General Meeting, to be heid by
the persons whe held them at that time. Accordingly, those persons only are
entitled to attend and (if not excluded) vote at the meeting.

PROXIES:

1. A member entitled to attend and vote at the meeting is entitled fo appoint not
more than iwo persons as the member's proxy to attend and vote for the
member at the meeting.

2. If a member is entitled to cast two or more votes at the meeting, they may
appoini two proxies {but no more). Where more than one proxy is appointed,
each proxy must be appointed to represent a specified proportion of the
member's voting rights. Neither proxy may vote on a show of hands

3. A proxy need not be a member of the Company.



The Form of Proxy must be signed by the member or his or her attorney.
Proxies given by corporations must be signed in accordance with the
constitution of the corporation giving the proxy and either in accordance with
the requirements of sectiocn 127 of the Corporations Act 2001 {Cth) or under
the hand of a duly authorised attorney.

If any shareholder is unable to attend the Annual General Meeting, he/she is
strongly urged to complete the attached proxy form. To be valid, the Form
appointing the proxy and the power of attorney or other authority {if any) under
which it is signed (or any attested copy fhereof) must be retumed by hand,
facsimile or mail {to be received no later than 10.00am on 29 September 2004)
to either of the foliowing offices:

EpiTan Limited OR Computershare Investor
Services Piy Limited
{until 3 September 2004) GPO Box 242

Meibourne Victoria 3001
Level 10, 52 Collins Street
Melbourne Victoria 3000 Facsimile: (03) 9473 2555

{(after 3 September 2004)

Level 13, 1 Collins Street
Melbourne Victoria 3000

Facsimiie: (03) 8662 4788

If the Form of Proxy is signed but is blank in ali other material respects, it will
be taken to mean that it is in favour of the Chairperson of the Meeting for the
full voting rights and the Chairperson intends to voie, as proxy for that
shareholder, in favour of the resclution or resolutions at the meeting.

A proxy may decide whether to vote on any motion, except where the proxy is
required by law or the constitution of the Company to vote, or abstain from
voting, in their capacity as proxy. If a proxy is directed how o vote on an item
of business, the proxy may voie on that item only in accordance with the
direction. If a proxy is not directed how to vote on an item of business, the
proxy may vote as he or she thinks fit.

The Form of Proxy accompanies this Notice of Annual General Meeting.



EXPLANATORY MEMORANDUM
PURPOSE OF INFORMATION

The purpose of this Explanatory Memorandum (which is included in and forms part of
the Notice of Meeting) is to provide shareholders with an explanation of the resolutions
to be proposed and considered at the Annual General Meeting on 1 October 2004.

Shareholders should read the full text of this Explanatory Memorandum before deciding
how to vote.

f you are in any doubt about the action which you should take in relation to the
proposals contemplated in this Explanatory Memorandum, you should consult your
financial or other professional adviser immediately.

Words or expressions used in this Explanatory Memorandum are defined below.
Unless otherwise stated, all references fo sums of money, 'S and 'dollars' are
references to Australian currency.

DEFINITIONS

in this Explanatory Memorandum the following ferms have the foliowing meanings:
AGM means the 2004 Annual General Meeting of the Company to be held on 1 October 2604.
Annual Report means the Annuai Report of the Company for the year ended 30 June 2004.
ASX means Australian Stock Exchange Limited.

Board means the Board of Direclors.

Company means EpiTan Limited ACN 089 844 119.

Constitution means the constitution of the Company.

Corporations Act means the Corporations Act 2001 {Cth).

Director means a director of the Company as at the date of this Explanatory Memorandum.

Director Option means an Option proposed to be issued to the Managing Director, on
the terms set out in Annexure A.

Explanatory Memorandum means this explanaiory memorandum which forms part of
the Notice of Meeting.

Investor Option means an Option issued pursuant to the Placement.
Listing Rules means the official Listing Rules of the ASX.
Managing Director means the Managing Director, Br Wayne Millen.

Notice of Meeting means the notice of the AGM dated 24 August 2004 referred to in
and which accompanies this Explanatory Memorandum.

Option means an option entitling the holder to subscribe for one Share.

Placement means the issue of 10,500,000 Shares and 8,667,632 Investor Options on
20 August 2004,

Resolution means a resoiution referred to in the Notice of Meeting.
Share means a fully paid ordinary share in the Company.

Shareholder means a holder of Share(s).



THE RESOLUTIONS

1. To re-eiect Stanley McLiesh as a Director;
2. To ratify the Placement; and
3. To approve the issue of 1,500,000 Director Options o the Managing Director.

WHY THE MEETING NEEDS TO BE HELD
(A) FINANCIAL STATEMENTS AND REPORTS

if the Corporations Act requires a public company to hold an annual general meeting, the
directors of that company must {abie the financial repori (which includes the directors
declaration on the financial statements), directors’ repori and auditor's report of the
company for the immediately preceding financial year at the annual general meeting.

The Company's financial statements and reports for the year ended 30 June 2004 are
included in the Company's Annual Repert. A copy of the Annual Report has been
forwarded fo each Shareholder and will be tabled at the AGM.

There is no requirement in either the Corporations Act or the Constitution for
Shareholders to approve the financial report, the directors' report or the auditor's report.
The sole purpose of tabling the financial statements of the Company at the AGM is to
provide Sharehoiders with a reasonable opporiunity fo ask guestions of the Direclors
{or the auditor} or make comments on matters arising from the financial statements or
the reporis on the Company's operations at the meeting.

(B) ORDINARY BUSINESS
RESOLUTION1
RETIREMENT AND RE-ELECTION OF DIRECTOR (MR STANLEY McLIESH)

Clause 57 of the Constitution reguires that at each annual general meeting of the
Company, one third of the Directors (or, if their number is not a multipie of 3, then the
number nearest to but not exceeding one third) must retire from office.

. The Directors o retire by rotation are those Directors who have been the
lengest in office since their last election or appointment. it is noted that, under
the Constitution, the Managing Director is exempt from the reguirement to
retire by rotation. The Constitution alsc provides that no Director can remain
in office for longer than 3 years without facing re-election.

Accordingly, Mr Staniey McLiesh, being the Director longest in office since his last
re-election, retires by rofation from office as a Director of the Company at the
conclusion of the 2004 Annual General Meeting, but is eligible for re-election under
clause 57.4 of the Constitution.

Mr McLiesh has indicated to the Company his desire to continue as a Director and
therefore, he seeks re-appointment as a Director. Details about Mr McLiesh can be
found in the Annuai Report.

RESOLUTION 2

RATIFICATION OF PLACEMENT

On 20 August 2004, the Company issued 10,500,000 Shares at $0.76 per Share and
6,667,362 Investor Options. The Placement was made to two professional overseas
fund managers, Absolute Return Europe Fund, managed by FM Fund Management



Limited and Mercury Investments Limited. Details of the investors can be found in the
Company's announcement to ASX dated 11 August 2004,

Listing Rule 7.1
The Placement was made without Shareholder approval.

Listing Rule 7.1 has the effect that, without the approval of Sharehoiders, the Company
must nof issue, or agree o issue, more than 15% of its capital within any 12 month period.

Listing Rule 7.4

Listing Rule 7.4 has the effect that an issue of securities made without approval under
Listing Rule 7.1 is freated as having been made with the approval of the shareholders
for the purpose of Listing Rule 7.1 if the issue did not breach Listing Rule 7.1 when it
was made and the Shareholders subsequently ratify the issue.

As the Placement, together with the other securities issued by the Company in the 12
month period ending on 20 August 2004 did not exceed the 15% limit, the Placement did
not breach Listing Rule 7.1. The Placementi can therefore be ratified under Listing Rule 7.4.

By ratifying the Placement the subject of Resoclution 2, the Company wili refresh its
ability to be able to raise more capital, should the need arise, by the issue of further
securities without the delay involved in obtaining shareholder approval. In that regard,
the Company will be weil placed fo readily take advantage of opportunities in the
capital markets as they arise.

Listing Rule 7.5

Listing Rule 7.5 requires the following information about the Placement to be disclosed
to Shareholders:

The number of securities issued

. 10,500,000 Shares; and
. 6,867,362 Investor Options.

The price at which the securities were allotted
. The Shares were issued for $0.76 per Share; and
. The Investor Options were issued for no consideration, but are

exercisable at $1.03 per option.

The names of the allotiees or the basis on which allotfees were
determined

The aliottees of the Shares and Investor Options are institutional investor as follows:

Aliottee No of Shares No of Investor
QOptions

Absclute Return Eurcpe Fund 8,500,000 4 048 041

Mercury Investments Limited 2,000,000 2,619,321




The terms of the securities

. The Shares rank equally with the existing issued Shares from the date
of issue.
. The Investor Options are exercisable on payment of the exercise price

of $1.03 per option at any time on or before 20 August 2007. The
Investor Options are otherwise on standard terms. The Investor
Options are not transferable.

The use {or intended use) of the funds raised

The funds raised by the issue of the Shares under the Placement will be used
tc continue the development of the Company's clinical trial programme for its
leading drug candidate, Melanoian, acquire and in-license other prescription
dermatology products and working capital.

Upon exercise of the Investor Options, the Company will evaluate the best use of
those funds at that time or otherwise apply them to working capital requirements.

Please note: A voting exclusion statement relating to this Resolution is included in the
Notice of Meeting.

RESOLUTION 3

APPROVAL OF THE ISSUE OF OPTIONS TO THE MANAGING DIRECTOR
The Company proposes to issue Director Options to the Managing Director.
Listing Rule 10.11 and required disclosure

Under Listing Rule 10.11 the Company must obtain the approval of Sharehoiders by
ordinary resolution before it can issue securities fo a reiated party or a person whose
relationship with the Company or a reiated party is, in ASX's opinion, such that
Shareholder approval should be obtained. The Managing Director is a related party of
the Company , and therefore the proposed issue to the Managing Director requires
Shareholder approval under Listing Rule 10.41.

Accordingly, your Directors have proposed Resolution 3 to seek approval under Listing
Rule 10.11.

Background for the proposal

The Company compieted a full review of its remuneration arrangements in iate 2003 for its
executive officers, senior management and non-executive Directors. The review was
undertaken by the Nomination and Remuneration Commiitee of the Board with the
assistance of an independent remuneration consultant, Geoffrey Nunn & Associates Pty Ltd.

After assessing all relevant factors, including but not limited to the recent changes in
the regulatory environment, increased risks in managing the affairs of a listed company
and the remuneration paid to Managing Directors of comparable listed companies, the
independent report commissioned by the Nomination and Remuneration Commiitee
concluded that the Managing Director was not currenily being fairly remunerated by
reference to his peers and community expectations.

in making the recommendation to this meeting that the grant of the Director Options to
the Managing Director be approved by the Shareholders, both the Nomination and
Remuneration Committee and the other members of the Board have acted on, and
consistently with, the recommendations of Geoffrey Nunn & Associates Pty Lid (the
independent remuneration consultant).

Terms and conditions

if Resolution 3 is approved, the Board will be authorised to issue up fo 1,500,000
Director Options to the Managing Director on the terms and conditions set out in this
Explanatory Memorandum (including Annexure A).



Listing Rule 10.13

Listing Rule 10.13 requires the following information about the proposal o issue the
Director Options to be given to the Sharehoiders:

Issuee / statement of relationship between Issuse and Company
The Director Options will be issued to Dr. Wayne Milien, the Managing Director.

Number of securities to be issued

The maximum number of Director Options for which approval is sought under
Resolution 3 is 1,500,000

Date of issue
The Director Options will be issued within 1 month of the date of the AGM.

Issue Price and terms of issue

. The Exercise Price will be equal {{o the nearest whole cent} to the
volume weighted average sale price of the Shares on ASX in the 5
frading days commencing on (and including) 1 Octcber 2604.

. The final date for exercise of the Director Options wili be 30 June 2008.

. No Director Options will be capable of exercise for 12 months after the
date of issue. Thereafier, one third of the Director Options wilt vest in the
following 12 months, a further one third of the Director Options will vest in
the next 12 month period and all Director Options will vest in the holder
and be able to be exercised on and after 3 years from the date of issue.

. 50% of the Director Opticns will lapse if 2 partnering, collaborative or
cther equivalent agreement has not been executed by the Company
for its primary drug candidate, Meianotan, by 30 September 2005.

. The remaining 50% of the Director Options wili lapse if a Phase il clinical
frial for Melanotan has not commenced before 31 December 20065,

. If for any reason the Managing Director ceases to be a Director, ali
Director Options not then vested will immediately lapse.

Therefore, if the Managing Director is 1o receive the full benefit of the Director
Options, he must not only remain a Director but the Company must also
achieve, in a timely manner, two critical goals in its development program for
Melanotan ie a partnering, coliaborative or equivalent agreement and the
commencement of 2 Phase llI clinical trial.

Shareholders should note that the terms of the Director Options provide the
Board with the ability to waive the reguirement that the Managing Director must
remain a Director if he is {o receive the full benefit of the Director Options.
While the power exists, it is the intention of the Board that the power to waive
that requirement of the terms of issue of the Director Options will only be
exercised by the Board in very limited circumstances, for example, death or
incapacity of the Managing Director.

Use of Funds

No funds wili be raised by the issue of the Director Options. Upen exercise of
the Director Options, the Company will evaluate the best use of those funds at
that time or otherwise apply them to working capital requirements.

Shareholders should note that the issue of the Director Options is not under any form of
employee incentive scheme. |t is separate to and is not part of the Company's Employee
Option Plan. Also, Shareholder approval under Listing Rule 16.11 will obviate the need for
approval of the issue of the Director Options as an exception to Listing Ruie 7.1.

The full terms of the Director Options are annexed to this Explanatory Memorandum as
Annexure A.

Please note: A voting exclusion statement relating to this Resolution is included in the
Notice of Meeting.



HOW TO VOTE

To vote on the Resolutions you will need to foliow these steps:

EITHER 1. Complete the Form of Proxy and return it by facsimile or mail (o
be received no later than 10.00am on 29 Sepiember 2004 to the
following offices or facsimile numbers:

EpiTan Limited
Until 3 September 2004,

Level 10, 52 Collins Street
Melbourne Victoria 3000

After 3 September 2004;

level 13, 1 Collins Street
Melbourne Victoria 3000

FFacsimile number: (03) 9662 4788

Computershare Investor Services Pty Limited
GPO Box 242
Melbourne Victoria 3001

FFacsimile number: (03) 9473 2555

OR 2. Attend the AGM.

The lodging of a completed Form of Proxy wili not prevent you
from atiending and voting at the AGM.

DIRECTORS' RECOMMENDATION

Your Directors recommend that you vote in favour of the Rescluticns being put to you
at the AGM for the reasons outlined above. Each Director who has an interest in the
outcome of a particular Resolution has abstained from making a recommendation on
those Resolutions.

The Directors recommend that ail Shareholders consider very carefuily all the information
set out in this Explanatory Memorandum before deciding how to vote on the Resoiutions.

QUERIES

tf you have any queries about the AGM, the financial statemenis o be put {o the AGM
or the Resolutions being considered, please contact the Managing Director, Dr Wayne
Millen at EpiTan Limited on (03) 9662 45688

COPIES OF DOCUMENTS

This document may be inspected at the Company's registered office at Level 10,
52 Colling Street, Melbourne, Victoria {until 3 September 2004} or Level 13, 1 Collins
Street, Melbourne, Victoria (after 3 September 2004) at any time during business hours.

lain Kirkwood
Company Secretary
EpiTan Limited

24 August 2604



ANNEXURE A
TERMS OF ISSUE OF DIRECTOR OPTIONS UNDER RESOLUTION 3

Each option {'Option’) entitles the holder of the Option (‘Option Holder') to subscribe for and
be issued one fully paid ordinary share ("Share') in EpiTan Limited ABN 88 089 644 119
("Company') on the terms and conditions set out below:

1.1 Subject o clauses 1.2 fo 1.7 inclusive and 12, each Option is exercisable
during the period commencing on the date the Company grants the Option
and conciuding at 5.00 pm (AEST) on 30 June 2008 (‘Expiry Date’).

1.2 Subject to clauses 1.3 fo 1.7 inclusive the following restrictions on exercise of
the Options will apply:

{(a) no Options may be exercised on or before the first anniversary of the
issue Date;

{b} no more than 33% of the Options may be exercised on or before the
second anniversary of the Issue Date;

{c) no more than 87% of the Options may be exercised on or before the
third anniversary of the Issue Date; and

{d) no restrictions on the exercise of the Options will apply after the third
anniversary of the issue Date {ie the remaining 33% of the Options
will become capable of exercise).

1.3 In addition to the restrictions on exercise of the Opticns set out in clause 1.2,
the Options will lapse autocmatically in the following circumstances:

{(a) 50% of the Options will lapse auiomatically if a partnering, or
collaborative agreement has not been executed by the Company for
its primary drug candidate, Melanotan, by 30 September 2005; and

{b) ali remaining 50% of the Options will lapse automatically if a Phase 1ii
clinical frial has not commenced for Melanctan before 31 December 2005.

1.4 If:
{(a) a iakeover offer or a takeover announcement is made in respect of
the Shares: or
{b} the shareholders approve an issue of Shares under Item 7 of section
611 of the Corporations Act; and
{c} the takeover offer or offer pursuant to the announcement (as the case

may be) is accepted by the holders of not iess than 50% in number of
the Shares or there is an issue of Shares that results in a change in
control of the Company,

{d) all Options currently held by the Option Hoider will become
immediately capable of exercise.

1.5 If an offer for the Shares is made to the members of the Company under a scheme
of arrangement which has been approved in accordance with the Corporations Act
2001 (Cih), all Options currenily held by the Oplion Holder will become
immediately capable of exercise within the period notified by the Company.

1.6 If the Option Holder ceases for any reascn o be a director of the Company, all
Options heid by the Option Holder which have not vested will lapse.
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1.7

The Company may, at its sole discretion, waive the conditions set out in clause
1.8. If so, then subject to clauses 1.2, 1.3, 1.4 and 1.5, which will continue fc be
applicabie, the Option Holder will be entiled to exercise the Options
notwithstanding that he/she may have ceased o be a director of the Company.

The Options may be exercised wholly or in part by giving notice in writing
{'Notice of Exercise') in the form provided o the Company at any time during
the Option Period.

If the fully paid ordinary shares of the Company are fisted on the Australian
Stock Exchange Limited ({ASX"), the Company will apply to the ASX for, and
will use its best endeavours {o obtain, guotation or listing of all share(s) issued
on the exercise of an Option within 10 business days (as defined in the Listing
Rules of the ASX ('Listing Rules')) of issue. The Company gives no
assurance that such quotation or listing will be granted.

The exercise price for each Option will be equal (to the nearest whole cent) to
the volume weighted average sale price of the Company's shares on ASX in the
5 trading days commencing on (and including) 1 October 2004 (‘Exercise
Price') and is payable immediately on exercise.

On receipt by the Company of the Notice of Exercise and payment of the
Exercise Price, the Company must, within 14 business days (as defined in the
Listing Rules), allot fo the Option Holder one ordinary share in respect of each
Option exercised by the Oplion Holder and dispatch the relevant
acknowledgment of issue as soocn as is reasonably practicabie.

Shares issued on the exercise of an Option will rank equally in all respects
with the then existing issued ordinary fully paid shares in the Company and
will be subject to the provisions of the constitution of the Company.

An Option does not confer the right o participate in any new issue of securities of
the Company, uniess the Option Holder has first exercised the Ogption.

No adjustment to the number of shares over which each Option exists and/or
the Exercise Price will be made except in accordance with clause 9.

Adiustments to the number of shares over which Options exist and/or the
Exercise Price wili be made to take account of changes to the capital structure
of the Company by way of pro rata bonus and cash issues as follows:

{(a) Pro-Rata Cash issues
Where a pro-rata issue is made {except a bonus issue) to the holders

of underlying securities, the Exercise Price of an Option may be
reduced according to the following formula:

-0 E[P-{(s + D)]
N+1
where:
O'= the new exercise price of the Option.
O = the old exercise price of the Option.
E =  the number of underlying securities into which one Option is
Exercisable.
P = the average market Price per security (weighied by

reference to volume)} of the underlying securities during the 5
trading days ending on the day before the ex rights date or
ex entitlements date.

S =  the Subscription price for a security under the pro rata issue.
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10.

11.

12.
13.

14.

D = the Dividend due but not yet paid on the existing underlying
securities {except those to be issued under the pro rata issue).

N = the Number of securities with rights or entilements that
must be heid to receive a right o one new security.

{b} Pro-Rata Bonus |ssues

If there is a bonus issue to the holders of the underlying securities, on
the exercise of any Options, the number of shares received will
include the number of bonus shares that would have been issued if
the Options had been exercised prior to the record date for the bonus
issues. The Exercise Price will not change.

In the event of any reorganisation {including consclidation, sub-division,
reduction or return} of the issued capital of the Company, the righis of the
Option Holder including the number of Options or the Exercise Price or both
shall be reorganised (as appropriate) fo the extent necessary to comply with
the Listing Rules of Australian Stock Exchange Limited appiying to a
reorganisation of capital at the time of the reorganisation.

It is not the intention of the Company to apply for quotation or listing of the
Options on the ASX.

In the event of the liquidation of the Company, all unexercised Options will lapse.

Except for fransfers to superannuation funds, trusts or other entifies associated
with and controlled by the Option Helder, the Options are nof transferable except
with the pricr written consent of the Company. If the Options are transferred tc a
superannuation fund, frust or other entity associated with and centrolled by the
Option Holder or the Company consents to the transfer of the Options, the
Company may impose any condifions on the transferee, including a condition
that the transferee agree to be bound by the above terms and conditions, that it
in its sole discretion determines to be appropriate.

Notices may be given by the Company to the Option Hoider in the manner

prescribed by the constitution of the Company for the giving of notices to the
Shareholders of the Company.
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