pharmaxis

Pharmaxis L.id
ABN 75 082 811 630

9 November 2004

Dear Sharsholder
QFFER OF NEW FULLY PAID ORDINARY SHARES IN PHARMAXIS LTD UNDER A SHARE PURCHASE PLAN
Pharmaxis Lid is pleased 1o enclose details of the company’s share purchase plan {Plan}.

The company is offering shareholders with registered addresses in Australia at 5.00 pm on 8 November 2004 the
opportunity to subscribe for up to $4,988 worth of new fully paid ordinary shares in the capital of the company at a
price of $0.75 per share. The company is able to make this offer to shargholders without providing a disclosure
document in accordance with class order relief provided by the Australian Securities and Investments Commission.

The terms and conditions of the Plan are set cut in this letter and the enclosed application form. By accepting the
offer to apply for new shares under the Plan, you agree to be bound by these terms and conditions and the
constitution of the company.

The company has achieved a number of significant milestones since its listing on Australian Stock Exchange Lid in

Movember 2003. Amongst other things, the company has compleied the Phase il clinical trials of Aridol™ as a lung
function test. On 3 November 2004, the company announced that ii had underiaken a placement of 22 million fully

paid ordinary shares at an issue price of $0.75 per share to certain institutional and sophisticated investors to raise
a total of $18.5 million. Elements of the placement are conditional on shareholder approval.

The purposes of the Plan are to;

» give shareholders the opportunity to subscribe for shares at the same price paid by investors in the placement
without having 1o incur brokerage fees; and

+ rafse additional funds for the company which, the funds raised under the placement, will replenish the cash

expended during 2004 on the company’s successful clinical trials and therefore allow the company to proceed
with a new internationat Phase 1i trial for Bronchitol™ in 2005.

Eligibiiity
Holders of the company's shares with registered addresses in Australia as at 5.00 pm Sydney time on the record
date of 8 November 2004 are eligible to participate. There is no minimum shareholding requirement. The company

has determined that it is not lawful or practical for sharehoiders in other jurisdictions 1o participate in the Plan.

The offer under the Plan is non-renounceable and therefore eligible shareholders may not transfer their rights 1o
subscribe for shares under the Plan.

Price of Shares Offered Under the Pian

The issue price for each new fully paid ordinary share offered under the Plan is $0.75.
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The issue price $0.75 is the same as the issue price used in the placement announced fo shareholders on 3
November 2004. The issue price represents approximately an 8.9% discount io the volume weighted average share
price of the company’s shares during October 2004 and approximately a 10.9% discount {o the volume weighted
average share price of the company's shares over the five days on which sales were recorded prior to the
announcement of the Plan.

Price Risk

The market price of the company’s shares may rise or fall belween the date of the offer and the date when the new
shares are issued. This means that the price you pay for the new sharses under the Plan might exceed the market
price of company's shares at the time the new shares are issued. Any change in the market price of the company’s
shares will not change the issue price of $0.75 under the Plan.

Entitlement

If you are eligible to participats in the Plan, you may select only one of the following five alternative offers to apply
for new shares:

Alternative Number of New Shares Amount Payable
Offer A 1,332 $999.00
Offer B 2,668 $2,001.00
Offer C 4,000 $3,000.00
Offer D 5332 $3,999.00
Offer E 8,664 $4,998.00

Limit on Participation

The maximum value of shares that may be applied for under this Plan is $4,998. In order to comply with Australian
Securities and Investmenis Commission relief in respect of the Plan, the maximum value of new shares sach sligible
shareholder {irrespective of the size of their sharehalding) may apply for under this Plan or similar arrangements is
$5,000 over any twelve month period. This fimit will apply even if you receive more than one offer from the company
{for example, because you are a foint holder of shares or because you hold more than one shareholding under
separate share accounts}). However, if you act as trustee or nomines in respect of more than one beneficiary, you
may apply for up to 54 998 of new shares for each occasion that you are separately recorded as trustee or nominee
for a different beneficiary. The company reserves the right to reject any application for new shares where it believes
this requirement has not besn complied with.

Allocation of New Shares

Under the ASX Listing Rules, the company may generally issue up 1o 30% of ordinary issued capital under a share
purchase plan without shareholder approval provided certain conditions are met. Given the number of shareholders at
the date of this letter, the company considers that it is unlikely that the company will issue greater than 30% of its
existing share capital. However, if acceptances under the Plan exceeds this 30% limit, the company will scale back
acceptances on a pro-raia basis so that the {otal number of shares issued under the Plan does not exceed 30% of
ordinary issued capital. You may tharefore be issued with fewer shares than you select from the table above.

Costs of Participation

Mo brokerage, comnission, stamp duty or other transaction costs will be payable by you in respect of the application
for and issue of new shares under the Plan.

Offering Opening and Closing Dates
The offer opens at 8.00 am Sydney time on 12 November 2004.
The offer closes at 5.00 pm Sydney time on 3 December 2004.
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The company may vary the date for closing the offer and will announce any such variation o the Austrafian Stock
Exchange.

Acceptance Instructions

To accept the offer, complete the application form and select the offer {Offer A, Offer B, Offer C, Offer D or Offer E}
with respect to the number of shares you wish to apply for. The completed application form with a cheque made
payable to “Pharmaxis Ltd Trust Account” and crossed “Not Negotiable™ for the amount payable by you for the
sharas should be received by Computershare Investor Services Pty Lid no later than 5.00 pm on the closing date of
the offer.

Delivery details are as follows

By Hand By Post

Compuiershare Investor Services Pty Limited Computershare investor Services Pty Limited
Level 3, 80 Carrington S1 GPO Box 7115

Sydney NSW 2000 Sydney NSW 2001

Once you have accepted the offer you may not withdraw your acceptance.

The company reserves the right 1o reject your application and not issue any new shares to you if your application
form is not completed correctly or your cheque is for an incorrect amount or does not clear within five business days
of presentation.

Issue of New Fully Paid Ordinary Shares under the Plan

The new Shares are proposed to be issued and allotted on or about 13 December 2004. i is expecied that the new
sharas will be quoted on ASX on or about 17 December 2004 and you should receive your holding statement or
confirmation advice in respect of the new shares shorily after that date,

New fully paid ordinary shares issued under the Plan will rank equally and carry the same rights as existing fully
paid ordinary shares in the company.

Administration of the Plan

The Plan is administered by the Board of the company. The Board may adopt such administrative procedures as i
thinks appropriate in relation to the Plan. The Board may settle, in any manner it thinks fit, any difficulties, anomalies
or disputes which may arise under or in cannection with the operation of the Plan, whether generally or in relation o
any participant or class of participants, offer, acceptance or shares, and the decision of the Board will be conclusive
and binding on all participanis and other persons to whom the delermination relates. The Board reserves the right to
walve compliance with any provision of thase terms and conditions. The Board may reject any application form for
any reason and may scale back acceptances.

Modification and Termination

Subject to the Corporations Act 2001 and the ASX Listing Rules, the company may modify or terminate the Plan at
anytime, and may also implement another Plan in the future, but it is not obliged to do so. The company will notify
the ASX of any modification or termination of the Plan.

Acknowledgements

Participation in the Plan is entirely optional and the company does not make any recommendation or give any advice

regarding whether eligible shareholders should participate in the Plan. You should consult your professional adviser in
relation to this offer and your participation in the Plan.
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By accepting an offer under the Plan, you acknowledge and agree thai:

» you have read, understood and agree to be bound by the terms and conditions of the Plan;

+ ihe aggregate of tha application price for the new shares the subject of the application and any other shares and
interests in the class applied for by you under the Plan or g similar arrangement in the 12 months prior to the
application for new shares under the Plan does not exceed $5,000;

+  you have sought such professional advice in relation to the Plan as you deem necessary; and

+  you agree to be bound by the constitution of the company.

Contacts

If you have any questions about the Plan please contact Mr David McGarvey, the company secretary, by email on
infof@pharmaxis.com.au of Computershare tnvestor Services Pty Ltd on 1300 850 505.

Yours sincerely

2

David McGarvey
Company Secretary
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) Pleass return complated form to:

Pharmaxis Lid Computershare investor Services Ply Umited

ABN 75 082 811 630 GO Box 7115 Sydney

New South Wales 2001 Australia

Enquines (within Australia) 13060 855 080

{outside Australia) 1 3 G415 4000

Facsimite 61 2 8234 5050

web gueriesEeomputershare com ay

WYY COM putershare.com

Use a black pen.
Print in CAPITAL letters
inside the grey areas.

Share Purchase Plan Application Form

Securityholders eligible to participate in the Share Purchase Plan may select
one only of the following offers to purchase shares in Pharmaxis Ltd

Offer Closes: 5pm Sydney time on 3 December 2004

8 November 2004 |

To be completed by Securityholder

E HWe wish to apply for the value of Fully Paid Ordinary Shares set oui below in accordance with the ferms and conditions of the Share Purchass Plan,
as set oul in the accompanying letter dated 9 November 2004,

The total cost of all Fully Paid Ordinary Shares purchased by an gligible shareholder under the Share Purchase Plan must not exceed $5,000.

Please mark one hox only

Offer A Offer B Offer C Offer D Offer £
] 53000 $3.800 $4.808
lom OR OR
4 4000 Shares 5,332 Shares 6,664 Shares

HWe enclose mylour payment for the amount shown above being payment of $0.75 per new Fully Paid Ordinary Share. ¥We hereby authorise you to
register mefus as the holder(s) of the Fulty Paid Ordinary Shares allofted 1o mefus, and Fwe agree 1o be bound by the constitution of the company.

c Enter your contact details
Costasd Name Tetophions Number - Busisess Hours ! After Hours

Cheque Number BSB Number Account Number Amount of chegue

Amount of chegue

BSB Number Account Number

Cheque Number

The directors reserve the right fo make amendments fo this form whare dopropriate. Please refer fo the lodgement mstructions overteaf,
This form may not be used to effect an address change. Plaase contact Compudershare Investor Services Pty Limited on 1300 855 080 for an appropriste form, or
download a Change of Address Notification form from www.computershare.com See hack of form for completion guidelines
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How to complete this form

Acceptance of the Share Purchase Plan offer

Registration Name(s) m Payment
Your name and addrass as it appears on the Register of Pharmaxis Lid. Make your cheque or bank draft payable to "Pharmaxis Ltd Trust
Account” in Australian ctrrency aad cross it Not Negotiable. Your
E The Offer cheque of bank draft must ba drawn on an Australian Bark,

You can apply for shares to @ maximum value of 54,898 In the

. . . . e 1 Fodle in b el i
derominations provided. Complete the chegue detalls in the boxes provided. The total amound

st agree with your selaction made in selection B of the company

Contacts Details may reject your application.
Enter your contact details. These are rot compulsory but wili assisi us if Cheques will be processed on the day of receipt and as such,
we need to contact you, sufficient clearad funds must be held in your account as cheques

returned unpaid may not be re-presented and may result in your
Share Purchase Flan Form being rejected. Pin {do not staple) your
chequefsj o the Share Purchase Plan Form where indicated. Cash
wil not be accepted. Receipt for payment will not be forwarded.

This is an important document and requires your immediate attention. If you are in any doubt about how to deal with it, please consult your financial or other
professional advisor.

Pharmaxis Ltd Share Purchase Plan

Thne terms and conditions of the Share Purchase Plan are set out in the accompanying letter dated % November 2004, By accepting the offer and completing this
application form, you acknowledge and agree:

»  that you have read, understood and agree to be bound by the terms and conditions of the Share Purchase Plan;

+  inat the aggregate of the application price for the new shares the subject of the application and any other shares and interests in the class applied for by you under
ine Share Purchase Plan or & similar arrangement in the 12 months prior to the application for new shares, does not exceed $5,000;

»  you have sought such professional advice in relation to the Share Purchase Plan as you desm necassary, and
*  you agree o be bound by the constiution of the company.

Lodgement of Share Purchase Plan
Share Purchass Plan Forms st be racsivad at the Sydnay office of Computershare Investor Servicas Pty Limiled by no later than Spm Sydney time on 3 December 2004,
Return tha Share Purchiase Plan Form o

Computershare Investor Services Piy Limited  OR Computershare Invastar Services Pty Limiled
GPO Box 7115 Level 3
Sydney NSW 2001 80 Carrington Street

Sydnay NSW 2000
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Privacy Statement

Personal information is collectad o this form by Computarshare Invesior Services Pty Limited ("CIS"), as ragistrar for securities issuers ("the issuer™), for te purpose of
maintaining registers of securitynolders, factifating distribution paymenis and other corposate actions and communications. Your personal information may be disclosad to
out related bodies corporate, to external service companies such as print or mail service providers, or 85 otherwise requirad os permitted by faw. if you would ke details
of your personal information held by CIS, or you would fike to correct information that is inaccurate, incorrect or out of date, please contact CIS. In accordance with the
Corporations Act 2001, vou may be sent maierial {including markeiing material} approved by the issuer in addition fo general corporate communications. You may elact
not to receive marketing material by contacting CIS. You can cordact I8 using the datails provided on the front of tis form or E-mail privacygbcomputarshare.com.au

If you have any enguiries concerning the Share Purchase Pian Offer piease contact Computershare investor Services Pty Limited on tlephone 1300 855 486,
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Please return the compieted form in the Computershare Investor Services Pty Limited

. o GPO Box 7115
envelope provided or to the address opposite: Sydney NSW 2001

Australia
|| +



