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Level 34, Central Plaza One, 345 Queen

Brisbane Qld 4000, Australia

Australian Stook Exchange

mm GPO Box 1097, Brisbane Qld 4001,

DU
MS&T000075
Telephone: 617 32219733
Facsimile. 6173221 8788
METAL STORM
xch 00427 08 FACSIMILE TRANSMISSION
TO: MANAGER - COMPANY ANNOUNCEMENTS
AUSTRALIAN STOCK EXCHANGE LIMITED
FAX: 1300 300 021
FROM: PETER WETZIG
DATE: 12 AUGUST 2002
SUBJECT: APPENDIX 3B
No. of Pages (including this ane): 9
Dear Sir/Madam,

Please find attached a Appendix 3B of the company.

Yours sincerely,
METAL STORM LIMITED

e

g
d C%ra anager ~ Commercal
and Company Secretary

N

Att.

This facsimile (ingluding attachments) is anly intended for its addressee/s and may contain prvilaged or commercial-dn-confiderca information,
Unauthorised uge, copying or distribution of this dacument or any part of ifs contents, s prohibited. If you receive this document in error pleass
telephone us and retumn it by post, We will reimburse you for any reasonable expenzes incurred in mesting this request.

Wab Sites: www.metaistorm-td.com www odwyar-smangun.com
Email Addresses’ ma@matastorm-itd.cam ms@odwyer-smangun,com




12-4UG-2002 MON 16:36  METAL STORM LIMITED

FAX NO. 61 7 3221 9788 P, 02

Appendix 3B
New issue announcement

Rule 2.7, 3.10.3. 3.10.4, 3.10.5

Appendix 3B

New issue announcement,

application for quotation of additional securities

and agreement

Information vr documents not availuble now must be given to ASX as soon as available. Information and
documents given to ASX hecome ASX's property and may be made public.

Introduced 1/7/96. Origin: Appendix 5. Amended 1/7/98, 1/6/9¢, 1/7/2000, 30/5/2001, 11/3/2002.

Name of entity

[Metal Storm Limited

ABN

99 064 270 006

We (the entity) give ASX the following information.

Part 1 - All issues

You must camplete the relevans sections (anach sheets if there is not enaugh space).

1

*Class of Tsecurities issued or to be
issued

Number of Tsecurities issued or ta
be issued (if known) or maximum
number which may be issued

Principal terms of the *securities (eg,
if options, exercise price and expicy
date; if partly paid *securitles, the
amount outstanding and due dares
for payment; if ‘“*convertible
securities, the conversion price and
dates for conversion)

Unlisted aptions

31,250

Options issued to subscribe for ordinary shares
at an exercise price of A$1.162 on or before 8
April 2005,

+ See chapter 19 for defined terms,

114NN
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Appendix 38
New issue announcement

4 Do the *securities rank equally in all | Yes
respects from the date of allotment
with an existing *class of quoted
*securities?

If the additional securities do not

rank equally, please state:

o the date from which they do

e the extent to which they
participate for the next dividend,
(in the case of a trust,
distribution) or interest payment

s the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

5 lssue price or consideration Nil

6  Purposeofthe issue Options issued pursuant to the terms of an
(If issued as considerstion for the | employment agreement with the company.
acquisition of assets, clearly identify
those assels)

7 Dates of entering *securities into
uncertificated holdings or despatch
of certificates

Number *Class

8 Number and “class of all | 423,903,558 Ordinary shares
“securities quoted on  ASX
(including the securities in clause 2
if applicable)

+ See chapter 19 for defined terms.

. mom o o Pt e s .
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Appendix 3B

New issue announcement

10

Part 2 - Bonus issue or pro rata issue

1

12

13

14

15

17

18

Number

*Class

Number and  “*class  of all
*securities not quoted on ASX
(including the securities in clause 2
if applicable)

7,126,250

Options

wust, distribution policy) on the
increased capital (interests)

Dividend palicy (in the case of a !WH participate in all dividends declared after

29 July 2002

Is security holder  approval
required?

Is the issue renounceable or non-

renounceable?

Ratio in which the *securities will
be offered

tClass of *securities to which the
offar relates

*Record date  to  determine L

entitlements

Will holdings on different registers
(or subregisters) be aggregated for
calculating entitlements?

Policy for daciding entitlements n
relation to fractions

Names of countries in which the
entity has *security holders who
will nor be sent new issue
documents

Note: Security holders must be told hew their
apsitlements are fa be dealt with,

Crosg rofosence: rule 7.7.

Closing date for receipt of
acceptances or renunciations

—

+ See chapter 19 for defined terms.

11 M IANDY

AnnonAdiv IR Damas 2
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Appendix 3B
New issue angouncement

FAX NO. 61 7 3221 9788

20

21

23

24

25

27

28

29

30

3

Names of any underwriters

Amount of any underwriting fee or
commission

Names of any brokers to the issue

Fee or commission payable to the
broker to the issue

Amount of any handling fue payable
to brokers who lodge acceptances
or rtenunciations on behalf of
*security holders

If the issue is contingent on
*security holders’ approval, the date
of the meeting

Date entitlement and acceptance
form and prospectus or Product
Disclosure Statement will bs sent to
persons entitled

If the entity has issued options, and
the terms entitle option holders to
participate on exercise, the date on
which notices will be sent to option
holders

Date rights trading will begin (if
applicable)

Date rights trading will end (if
applicable)

How do *security holders sell their
entitlements in  full through a
broker?

How do *security holders sell pars
of their entitlements through a
broker and accept for the balance?

+ See chapter 19 for defined terms.

Annandiv 18 Paan A

11/3/2002
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Appendix 3B
New issue announcement

32  How do *security holders dispose of
their entitlements (except by sale
through a broker)? :

33 *Des;:axéh date

Part 3 - Quotation of securities

You need only complete this section i you are applying for quotation of securiifes

34 Type of securities
(tick one)

(a8) v Securities deseribed in Part 1

) All other securities

Example: restricted securitics af the end of the escrawed period, pantly puid securitics thet become fully paid, employee
inoentive share securities whan restriction ends, securities issued on expiry or canveraion of convertible securities

Entities that have ficked box 34(a)

Additional securities forming a new class of securities
(If the additional securities do not form a new class, go 10 43)

Tick 10 indicate you are providing the information or
documents

35 1f ths *securities are *equity securities, the names of the 20 largest holders of the
additions] Tsecurities, and the number and percentage of additional *securities held by
those holders

Charles Vehlow 31250 100%

36 D If the *securities are *equity securities, a distribution schedule of the additional
*securities setting out the number of holders in the categories

1-1,000 nil
1,001 - 5,000 nil
5,001 - 10,000 nil
10,001 - 100,000 1
100,001 and over nil
37 A copy of any trust deed for the additional *securities
(now go 10 43)

+ Sce chapter 19 for defined terms,

e e aam A Ay 20 Damn &

08
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Appendix 3B
New issue annonocement

METAL STORM LIMITED

FAK NO. 61 7 3221 9768

Entities that have ticked box 34(b)

38

39

40

4]

securities for which
*quotation is sgught

Class of “securikes for which

quotatian is sought

Do the *securities rank eqglly in a}l
respects from the date of aljoument
with an existing *class of Juoted
*securities?

If che additional securities do n

rank equally, please state:

» the datoe from which they do

e the extent to which they
participate for the next dividend,
(in the case of a trus,
distribution) or interest payment

e the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

Reason for request for quotation
now

Exanple: In the case of restricted securities, end of
ragteiction period

(if issued upan conversion of
anotfier securiry, clearly identify tha
other security) -

Number

*Class\

Number and *class of al) *secﬁrities
quoted on ASX (including the
securities in clause 38)

{now go to 43)

+ See chaprer 19 for defined terms.

Arnmendiv 10 Dane £

1Y I5AD

P
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Appendix 3B
New issue announcement

All entities

Fees

43 Payment method (tick one)

D Cheque attached

D Electronic payment made

Naote: Paymsnt iy be made electrouically {f Appendix 3B is given o ASX electronically at the same time.

I::’ Periodic payment a3 agreed with the home branch has been arranged

Nots: Amrngements Gan bia nade for employee ineemtive scherues that involve frequent issuss of seourities.

Quotation agreement

] “Quotation of our additional *securities is in ASX's absolute discretion. ASX may
quote the *securities on any conditions it decides.

2 We warrant the following to ASX.

’ The issue of the *securities to be quoted complies with the law and is not
for an illegal purpase.

. There is no reason why those *securities should not be granted *quotation.

. An offer of the *sacurities for sale within 12 months after their issue will
not require disclosure under section 707(3) or section 1012C(6) of the
Corporations Act,

Note: An entity may nced to obtaln uppropriate warrantins from subscribers for the sucurities in erder to
ba able ta givo this warranty

. Section 724 or section 1016E of the Corporations Act does not apply to any
applications received by us in relation to any *securities to be quoted and
that no-one has any right to veturn any ‘securities to be quoted under
sections 737, 738 or 1016F of the Corporations Act at the time that we
request that the *securities be quoted.

] We warrant that if confirmation is required under section 1017F of the
Corporations Act in relation to the *securities to be quoted, it has been
provided at the time that we request that the *securities be quoted,

. If we are a trust, we warrant that no person has the right to return the
“securities to be quoted under section 1019B of the Corparations Act at the
time that we request that the *securities be quoted.

+ See chapter 19 for defined terms.

112 MANY Annendiv IR Paca 7
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Appendix 3B
New issue announcement

3 We will indemnify ASX to the fullest extent permitted by Jaw in respect of any
claim, action or expense arising from or connected with any breach of the
warranties in this agreement,

4 We give ASX the information and docurments required by this form. If any
information or document not available now, will give it to ASX before *quotation
of the *securities begins. We acknowledge that ASX is relying on the information
and documents. We warrant that they are (will be) true and complete.

Sign here: s Date: 12 August 2002

s
s
Print name: Peter Ronald Wetzig

=== === i ——

+ See chapter 19 for defined terms.

Avvendix 3B Page R 114372002
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Level 34, Central Plaza One, 345 Queen Street
----- e »---= Brishane Qld 4000, Australia

Australian Stook Exchange

“mm Hm “ mmmm[ ”m‘m GPRO Box 1097, Brisbene Qld 4001, Australia
Telephone: 61732219733
MST000076 Facsimile: 6173221 9788
METAL STORK
e FACSIMILE TRANSMISSION
TO: MANAGER - COMPANY ANNOUNCEMENTS
AUSTRALIAN STOCK EXCHANGE LIMITED
FAX: 1300 300 021
FROM: PETER WETZIG
DATE: 15™ AUGUST 2002
SUBJECT: US JUNE QUARTER EARNINGS ANNOUNCEMENT
No. of Pages (including this one)? 4
Dear Sir/Madam,

In accordance with ASX Listing Rule 15.7 please find attached an announcement of
the company that was released to the US market overnight (Wednesday 14% August
US time).

Please note the accounts attached to this release are reported in US DOLLARS and
prepared in accordance with US GENERALLY ACCEPTED ACCOUNTING
PRINCIPLES.

Yours sincerely,
METAL STORM LIMITED

/ neral Manager - Commereial -
and Company Secretary
Att.

This facsimile {including attachments) is only intended for its addressee/s and may contain privileged or commercial-

in-confidence information. Unauthorised use, copying or distribution of this document or any part of its contents, is

prohibited. If you receive this document in error please telephone us and return it by post. We will reimburse you for
any reasonable expenses incurred in meeting this request.

Web Site: www.me;glst&m.com
Email Addresses:  ms@rgerslstorm com
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Al (fgures i US Bollars

Company Contact: Iavestor Contact: Media Contact;

Charles Vehlow, CCO Jody Burfening/Kristine Hong Michael Hopkins

Metal Storm, Inec. Lippert/Heilshorn & Assoc. Lippert/Heilshorn & Assoc.
TEL: 703-248-8218 TEL: 212-838-3777 EL: 212-838-3777
me@metalstorm.com jks@lhai.com mhopkins@ihai.com

METAL STORM REPORTS SECOND QUARTER FINANCIAL RESULTS

ARLINGTON, VA - August 14, 2002: Metal Storm Limited (NASDAQ Small Cap:
MTSX and ASX code: MST), a pioneer of electronic ballistics technology, today
announced U.8. GAAP compliant, unaudited financial results for the three months
ended June 30, 2002,

For the second quarter of 2002, the company reported an unaudited net loss of

$1,635,325, or $0.004 per share and $0.077 per ADR. Research and development
expenses were $1,019,651 (unaudited) for the second quarter of 2002. Comparable
figures for the second quarter of 2001 are not available because the company did
not prepare financial results according to U.S. GAAP prior to its Nasdaq listing in
December 2001, Metal Storm ended the second quarter of 2002 with $1,810,158 in
cash and cash equivalents.

For the six months ended June 30, 2002, the company reported an unaudited net
loss of $2,526,344 ($842,596 in 2001), or $0.006 per share ($0.002 in 2001) and
$0.119 per ADR ($0.04 in 2001). Research and development expenses were
$1,521,376 (unaudited) for the siXx months ended June 30, 2002 ($614,239 in
2001).

Mike O'Dwyer, President and CEO of Metal Storm said, "During the second quarter,
we continued our progress in further developing Metal Storm's technology. Of note,
Metal Storm completed its first successful firing of a stacked round 50 caliber
prototype system, with chamber pressures exceeding 72,000 pounds per square
inch (psi}. This test highlights our work with the Defence Science and Technology
Organisation ("DSTO"} and aopens up oppartunities for applying Metal Starm's rapid
fire technology to various other applications, both military and commercial,"”

"We are entering a critical stage for the company as we focus on establishing longer
term funding that will enable us to add to our existing R&D programs, bring our
first products to market and secure our first licensing agreements," added Mr,
O'Dwyer. "For this reason, Metal Storm is setting aside {over the next 3 guarters)
over $1.0 million in company R&D funds to construct company-funded prototypes
in three areas. These prototypes are intended to have application in the area of
repeatable access denial, the 40mm area denial system, and a 25mm equivalent to
the US Army’s emerging objective crew served weapon. We expect that these
prototypes will reduce product development risk and accelerate our ability to bring
products to market. In addition, in terms of commercial opportunities, we have

P. 02
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held several discussions with defense industries and government entities and
we are encouraged by the positive nature of the responses.

"On a separate note, we are actively exploring multiple funding opportunities to
support the company's business initiatives,”

Mr. ODwyer concluded, "Given the significant progress being made with our

_existing technology as well as new developments of counter-terrorism applications,

we remain confident that our generational change technalogy is the cornerstone of
our future success."

During the second quarter, the company also announced the appointment of
Lieutenant General Daniel W. Christman, U.S. Army retired, to its heoard of
directors. This appointment enhances the company’s capability to develop key
relationships with U.S. and international defense and govermnment agencies,
domestic and international industry, and with public and private financial
institutions.

- Table Follows -

Visit www.metalstorm.com

About Metal Storm

Metal Storm Limited is a research and development company based in Brisbane,
Australia. The Company is capturing attention from defense organizations
worldwide with its revolutionary 100% electronic ballistics technology, which has
no known conventional equivalent, Metal Storm currently has approximately
US$H50 million in research and development funding in place to develop its
technology from leading governinent defense-related agencies in Australia and the
United States. Additionally, the company is well positioned to support the U.S,
government's more urgent homeland defense needs. Recently, the U.S. Department
of Defense (DoD) has accelerated the programs under development as it
strengthens its counter-terrorism capabilities.

Safe Harbor

Certain statements made herein that use the words “estimate”, “project”, “intend”,
“expect”, “believe” and similar expressions are intended to identify forward-looking
statements within the meaning of the Private Securities Litigation Reform Act of
1995. These forward-looking statements involve known and unknown risks and
uncertainties which could cause the actual results, performance or achievements of
the company to be materially different from those which may be expressed or
implied by such statements, including, among others, risks or uncertainties
associated with the development of the company’s technology, the ability of the
company to meet its financial requirements, the ability of the company to protect
its proprietary technology, potential limitations on the company’s technology, the
market for the company’s products, government regulation in Australia and the
U.S., changes in tax and other laws, changes in competition and the loss of key
personnel, For additional information regarding these and other risks and
uncertainties associated with the company’s business, réference is made to the
company's reports filed from time to time with the Securities and Exchange
Commissinn, including the company’s Form 20-F.

P. 03
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METAL STORM LIMITED

FAR NO. 61 7 3221 9768

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(U.S, Dollars)

3 Months 6 Months | 6 Months
Ended Ended Ended
June 30, June 30, June 30,
2002 2002 2001
~_(unaudited) (unaudited) |  (unaudited)
Operating income:
Grant income $3,908 $5,162 $173,694
Total operating income 3,908 $5.162 $173,684
Operating expenses:
Research and 1,019,651 1,521,376 614,239 |
development
Depreciation 13,751 27,192 18,853
Rentals on operating 25,510 53,848 31,330
leases
General and 451,401 714,384 488,783
administrative
Stock based 76,064 167,748 11,516
compensation
Total operating expenses 1,586,377 2,484,548 1,164,821
Loss from operations $1,582,469) | ($2,479,386) ($991,127)
Other income (expenses):
L Interest income 14,934 39,141 114,244
; Interest expense (516) ~ (533) (14
Net foreign exchange (67,274} (85,566) 34,301
gains (losses)
Total other income ($52,856) ($46,958) $148,531
{expenses)
Net Ioss [$1,6385,335 | §2,526,334] 2
Loss per share ~ ($0.004) {$0.006) {$0.002) |
Weighted average shares 423,570,225 | 423,486,891 422,169,213
Qutstanding
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ASX

AUSTRALIAN STOCK EXCHANGE

MARKET RELEAS!

22 August 2002

L]

Metal Storm Limited
TRADING HALT

The securities of Metal Storm Limited (the “Company”) will be placed in
pre-open at the request of the Company, pending the release of an
announcement by the Company. Unless ASX decides otherwise, the
securities will remain in pre-open until the earlier of the commencement
of normal trading on Monday, 26 August 2002 or when the
announcement is released to the market.

Secyrity Code; MST

j:\brisbane companies\bri-code j-n\mst\mst2002.08,22mr-mijg.doc Page 1 0f 1
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METAL STORM

— - r—
"~

e - Lavel 34 Central Plaza One, 345 Queen Street

Australinn Sreek Exchangs Brisbane Qld 4000, Australia

MEAIRMIIIE ~ cpo soxvoor. avssane o sao,

MSTO00077 Telephone: 617 3221 9733
: Facsimile: 61732219788

D FACSIMILE TRANSMISSION
TO: MANAGER - COMPANY ANNOUNCEMENTS
AUSTRALIAN STOCK EXCHANGE LIMITED
FAX: 1300 300 021
FROM: PETER WETZIG "02AUG 23 16:03
DATE: 23 AUGUST 2002
SUBJECT: MARKET RELEASE
No. of Pages (including this one): 3
Dear Sir/Madam,

Please find attached a release of the company.

Yours sincerely,
ME'I;AL STORM LIMITED

N

This facsimile (including attachmeants) is onfy intended for iis addarasseers and may contain privileged or commerolalxn~confidence infermation.
Unauthorised use, eopying of distribution of this documant er any part of its contents, i prehibited. If you recsive this document in error plaase
telophonae us and retwrn It by pest, We will zeimburse you for any reasonable expanses incurred in meeting this requast,
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METAL STORM LIMITED
A.C.N. 064 270 006

Company Contact: Investor Contagt: Media Contact:
Peter Wetzig Frank Sufferini John Bayly

Metal Storm Limited Orient Capital Pty Ltd Bayly Willey Holt
TEL: 07 3221 9733 TEL: 02 9964 0200 TEL: 07 3368 2355
ms@metalstorm,.com

METAL STORM RAISES A$9.19 MILLION (US$4.9 MILLION)
FROM PRIVATE PLACEMENT AND ANNOUNCES BONUS
OPTION ISSUE TO ALL SHAREHOLDERS

ARLINGTON, VA - August 23, 2002: Metal Storma Limited (ASX code: MST and
NASDAQ Small Cap: MTSX]}, a pioneer of electronic ballistics technology, is pleased
to advise it has raised A$9,192,755 (approximately US$4.96 million) via a private
placement of 14,142,700 ordinary shares at A30.65 per share.

Investors participating in the private placement include institutional and private
investors who will also be granted 14,142,700 options to acquire the same number
of erdinary shares at an exercise price of A$0.65 per share at any time from 3
September 2002 until 6 September 2004.

The company also announces the issue to existing shareholders as at 3 September
2002 of a bonus opiion on a 1 for 20 basis exercisable at A$0.65 per share at any
time until 6 September 2004. The total shares ¢n issue by the company if 21l bonus
and placement options are exercised will be 477,030,968 which would raise a
further $14,765,244. Full details of the bonus options will be available in the short
form prospectus to be released to the market shortly and mailed to shareholders
next week,

Mike O’'Dwyer, President and CEO of Metal Storm said, “We are very pleased with
the level of interest shown by these investors in this placement and appreciate the
confidence they hold in the potential for Metal Storm’s revolutionary technology.”

“This funding will provide us with working capital to assist in commercialisation of
the Metal Storm technology.”

© Visit www.metalstorm.com

About Metal Stoym
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Metal Storm Limited is a rescarch and development company based in Brisbane,
Australia, The Company is c¢apruring attention from defense organizations
worldwide with its revolutionary 100% electronie ballistics technology, that has no
conventitional equivalent, Metal Storm currently has approximately US$50 million in
research and development funding in place to develop its technology from leading
government defense-related agencies in Australian and the United States.
Additionally, the company is well positioned to support the U.S. government's more
urgent homeland defense needs. Recently, the U,S. Department of Defense (DoD)
has accélerated the programs under development as it strengthens its counter-
terrorism capabilities.

Safe Harbor

Certain statements made herein that use the words “estimate”, “project”, “intend”,
“expect”, “believe” and similar expressions are intended to identify forward-looking
staterments within the meaning of the Private Securities Litigation Reform Act of
1995. These forward-looking statements invalve known and unknown risks and
uncertainties which could cause the actual results, performance or achievements of
the company to be materially different from those which may be expressed or
implied by such statements, including, among others, risks or uncertainties
associated with the development of the company’s technology, the ability of the
company to meet its financial requirements, the ability of the company to protect
its proprietary technology, potential limitations on the compasy’s technology, the
market for the company’s products, government regulation in Australia and the
U.8., changes in tax and other laws, changes in competition and the loss of key
personnel. For additional information regarding these and other risks and
uncertainties associated with the company's business, reference is made to the
company’s reports filed from time to time with the Securities and Exchange
Commission, including the company’s Form 20-F.
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Lavel 34, Central Plaza One, 345 Queen Street
- - R Brisbane Qld 4000, Australia

Austyalian S‘T lexmmw GPO Box 1097, Brisbane Qld 4001, Australia
l‘mm“m H“mn “Hl Telephone. 617 32218733
MSTO000079 ‘ Facsimile: 617 3221 9788

METAL S8TORM

o nos FACSIMILE TRANSMISSION
TO: MANAGER - COMPANY ANNOUNCEMENTS
AUSTRALIAN STOCK EXCHANGE LIMITED
FAX: 1300 300 021
FROM: PETER WETZIG
DATE: 23 AUGUST 2002
SUBJECT: APPENDIX 3B
No. of Pages (including this one): 9
" Dear Sir/fMadam,

Please find attached an Appendix 3B of the company..

Yours sincerely,
METAL STORM LIMITED

This facsimile (including attachments) is only Intended for its addressee/s and may contain privileged or commercial-in-confidence infarmation.
Unsutharised use, copying or distribution of this document or any part of its contents, (s prohibited. If you racaiva this document in error piease
telephone us and return it by past. We will reimburse you for any reasonable expenses incutred in meeting this request,
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Appendix 3B
New issue anrouncement

Rule 2.7, 3.10.3, 3.10.4, 3.16.5

Appendix 3B

New issue announcement,
application for quotation of additional securities
and agreement

Information or documents not available aow must be given to ASX as soon as available. Information and
documenty given ta ASX become ASX's praperty and may be made public.

Initoduced 17796, Ongin; Appendix 5. Amended 1/7/98, 1/9/99, 1/7/2000, 30/9/2001, 11/3/2002.

Name of entity

METAL STORM LIMITED

ABN
9906 4270 006

We (the entity) give ASX the following information.

Part 1 - All issues

You musi complete the relevant sections (attach sheeis | there Is rot enough space).

1 *Class of *securities issued or to be | Shares
issued Options (consisting of placement and bonus
options

2 Number of “securities issued or to [ 14,142,700 shares
be issued (if known) or maximum | 14,142,700 placement options
number which may be issued 22,008 626 bonus options (maximum)

3 Principal terms of the 'securities (eg, | Each option has an exercise price of $0.65 and
if options, exercise price and expiry | is exercisable at any time between 6 September

date; if partly paid “securities, the | 2002 and 6 September 2004.
amount outstanding and due dates

for payment; if *convertible
securities, the conversion price and
dates for conversion)

+ Sce chapter 19 for defined terms,
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4 Do the 'securities rank equally in alf
respscts from the date of allotment
with an existing *class of quoted
*socurities?

If the additional securities do not
rank equally, please state:

L)
®

the date from which they do

the extent to which they
participate for the next dividend,
(in the «case of a trust,
distribution) or intarest payment
the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

5  Issue price or consideration

6  Purpose of the issue
(If issued as consideration for the
acquisition of assets, clearly identify
those assets)

Dates of entering *securities into
uncertificated holdings or despatch
af certificates

Numbor and “*class of all
*securities quoted on  ASX
(including the securities in clanse 2
if applicable)

The shares rank equally with all existing fully
paid ordinary shares.

The options do not and on the date of exercise
of the options upon payment of the exercise
price the ordinary shares issued will rank pari
passu with the existing ordinary shares

Shares - $0.65 per share
QOptions - Nil

Purpose of the share issue is to provide the
company with funds for working capital.

27 August 2002 for shares
2 September 2002 for placement options
9 September 2002 for bonus options

Number *Class
438,046,258 Ordinary shares
36,151,326 Options

+ Sce chapter 19 for defined terms.

P, 03/08
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Number -Class

Number and ‘class  of all
*securities not quoted on ASX
(including the securities in clause 2
if applicable)

17,126,250 Options

Dividend policy (in the case of a
frust, distribution policy) on the

increased capital (interests)

The shares rank equally for dividends with all
existing fully paid ordinary shares.

Part 2 - Bonus issue or pro rata issue

{1

14

17

18

19

Is  security holder  approval
required?

Is the issue renounceable or non-
renounceable?

Ratio in which the *securities will
be offered

*Class of *securities to which the
offer relates

*Record date 1o determine
entitlements

Will holdings on different registers
(or subregisters) be aggregated for
calculating entitlements?

Policy for daciding entitlements in
relation to fractions

Names of countries in which the
entity has *security holders who will
not be sent new issue documents

Note: Scourity holders must be told how their
cutitlenents st (o be dealt with,

Cross referenve: nile 7.7,

Closing date for recoipt of
acceptances or renunciations

No

Non-renounceable

1 option for every 20 shares

Fully paid ordinary shares

3 September 2002

No

Rounding up

N/A

N/A

+ See chapter 19 for defined lerms,

P. 04708
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20

21

26

27

29

30

31

Names of any underwriters

Amount of any underwriting fee or
commission

Names of any brokers to the issue

Fee or commission payable to the
broker to the issue

Amount of any handling fee payable
to brokers who lodge acceptances
or renunciations onn behalf of
*security holders

If the issue is contingent on
*security holders’ approval, the date
of the meeting

Date eatitlement and acceptance
form and prospectus ar Product
Disclosure Statement will be sent to
persons entitled

If the entity has issued options, and
the terms entitle option holders to
participate on exercis¢, the date on
which notices will be sent to option
holders

Date rights trading will begin (if
applicable)

Date rights wading will end (if
applicable)

How do 'security holders sell their
entitiements  in full through a
broker?

How do “security holders sell part
of their entitlsments through a
broker and aceept for the balance?

N/A

N/A

N/A

N/A

N/A

N/A

N/A

To be advised

N/A

N/A

N/A

N/A

+ See chapter 19 for defined tenms.

P. 05/09
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32 How do *security holders dispose of | N/A
their entitlements (except by sale
through a broker)?

33 *Despatch date N/A

Part 3 - Quotation of securities

You need only complete this section if you are applying for quotation of securitics

34 Type of securities
(tick one)

@

(b)

Securnities described in Part 1

All other securities

Example: reatricted securities ar the end of the esvrowed period, partly paid ssourities that become fully paid, employse
incontiva shars securities when restriction ends, securitics issued an expiry or conversian of convertible securitics

Entities that have ticked box 34(a)

Additional securities forming a new class of securities
(If the additional securities do not form a new elass, goto 43)

Tick ta indicate you are providing the information or

documents

35

36

Ky

(row go ta 43)

If the *securities are ‘equity securities, the names of the 20 largest holders of the
additiona! *securities, and the number and percentage of addirional *sacurities held by
those holders

{f the *securities are *equity securities, a distribution schedule of the additional
"securities setting out the number of holders in the categories

1-1,000

1,001 - 5,000

5,001 - 10,000

10,001 - 100,000

100,001 and over

A copy of any trust deed for the additional "securities

- See chapter 19 for defined terms,

P. 06/09
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METAL STORM LIMITED

FAX NO. 61 7 3221 9788

Entities that have ticked box 34(b)

38

39

40

4]

Number of securities for which
*quotation is sought

Class of Tsecwrities for which
guotation is sought

Do the *securities rank equally in all
respecis from the date of allomnent
with an existing *class of quoted
*securities?

If the additional securities do not

rank equally, please state:

¢ the date from which they de

e the extent to which they
participate for the next dividend,
(in the case of a wust,
distribution) or interest payment

s the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

Reason for request for quotation
now

Exiguple; in the suse of restricted securitics, end of
restriction periad

(if issued upon conversion of
another security, clearly identify that
other security)

Number and *class of all *securities
quoted on ASX (including the
securities in clause 38)

{row go 10 43}

Numbher

+Class

+ See chapler 19 for defined terms.

P. 07/09
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All entities

Fees

43 Payment method (tick one)

Cheque attached

Electronic payment made

Note: Payment may be made electronically if Apperdis 30 is given (0 ASX slecteonically at the same time.

Periodic payment as agraed with the home beanch has been arranged

Note: Amangements can b made for erployee ncendve sehomes thal nvolve frequant issuos of securitics.

Quotation agreement

1 *Quotation of our additional *securities is in ASX's absolute discretion. ASX may
quote the *securities on any conditions it decides,

2 We warrant the following to ASX,

The issue of the *securities to be quoted complies with the law and is not
for an illegal purpose.

There is no reason why those *securities should not be granted “quotation.

An offer of the "securities for sale within 12 months after their issue will
not require disclosure under section 707(3) or section 1012C(6) of the
Corporations Act.

Note: An entity may aced to obiain appropriale wamantios fram subacribera for the securities in arder to be able to give
this warranty

Section 724 or section 1016E of the Corporations Act does not apply to any
applications received by us in relation to any *securities to be quoted and
that no-one has any right to return any *securities to be quoted under
sections 737, 738 or 1016F of the Corporations Act at the time that we
request that the *securities be quoted.

We warrant that if confirmation is required under section 1017F of the
Corporations Act in relation to the *securities to be quoted, it has been
provided at the time that we request that the *securities be quoted.

If we are 4 trust, we warrent that no person has the right to retum the
*securities to he quoted under section 1019B of the Corporations Act at the
time that we request that the *securities be quoted.

+ See chapter |9 for defined terms.

P. 08709
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Appendix 3B
New issue announcement

3 We will indemnify ASX to the fullest extent permitted by law in respect of any
claim, action or expense arising from or connected with any breach of the
warranties in this agreement.

4 We give ASX the information and documents required by this form. If any
information or document not available now, will give it to ASX before *quotation
of the ~securities begins. We acknowledge that ASX is relying on the information
and documents. warrant that they are (will be) true and complete.

Sign here: Date: 23 August 2002

Print name: [ " Peter Ronald Wetzig,

+ See chapter 19 for defined terms.



23-AUG-2002 FRI 17:55  METAL STORM LIMITED FAX NO. 61 7 3221 9788 P. 01

Level 34, Central Plaza One, 345 Queen Street
Brisbane Qid 4000, Australia

GPO Box 1097, Brisbans QId 4001, Australia

Australian Stogk Exthang

i myﬂns HTliﬁtﬂ}L lguyamm I

METAL STORM | ‘
oo FACSIMILE TRANSMISSION

TO: MANAGER - COMPANY ANNOUNCEMENTS

AUSTRALIAN STOCK EXCHANGE LIMITED

FAX: 1300 300 021

FROM: PETER WETZIG

DATE: 23 AUGUST 2002

SUBJECT: PROSPECTUS

No. of Pages (including this one): 22
Dear Sir/Madam,

Please find attached a prospectus of the company lodged with the Australian Securities and
Investment Commissionn.

Yours sincerely,
METAL STORM LIMITED

This facsimils (including attachments) Is only intended for its addressee/s and may camtain privileged or commergial-in-confidenss infomatian.
Unauthorised use, copying or distribution of this dagumant ar any part of it2 contents, is prohibited, If you receive this document in error plaase
telephone us and return it by post. We will reimburee you for any reasonabla axpenses incurred in meeting this request.

Web Sita: www.metalstorm,com
Email Addrosses: msEmalalstonmm.com
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METAL STORM LIMITED
ACN 064 270 006

PROSPECTUS

Issue of Bonus Options and Placement Options

448663/81

P.

02

The Options will be Issued at no cost to Shareholders. Shareholders are
not required to take any action to be issued their Options entitlement.
Separate holding statements for the Options will be dispatched by post
to Shareholders on or soon after the date of allotment and issue of
Optians.

The holders of Existing Options may participate in the Issue if they
validly exercise their Existing Options prior to the Record Date.
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IMPORTANT NOTICE

This Prospectus is dated 23 August 2002 and was lodged with ASIC on 23 August 2002, ASIC
and ASX and their respective officers take not responsibility for the contents of the Prospectus.
An exercise of the Options or Placement Options issued by Metal Storm involves certain risks
outlined in section 4 and it is recommended that potential investors read this Prospectus in its
entirety.

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 distribution of this Prospectus in jurisdictions
outside the Commonwealth of Australia 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 vielation of applicable securities law.

Neither the Company, its respective associates and directors guarantee that the exerclse price
of the Options will be equal to or less than the price of the Shares throughout the exercise
period or that Shareholders will be able to find purchasers for the Optiens. Only those
Shareholders recorded as such on the Shareholder registry at 3 September 2002 will be
entitled to participate in the issue of the Bonus Options,

Definitions of certain terms used in this Prospectus appear in the Definitions section.

This document is important and should be read in its entirety
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CORPORATE DIRECTORY

Company

Metal Storm Limited
ACN 064 270 006

Registered Office

Level 34, Central Plaza Qne
345 Queen Street

Brisbane Qld 4000

Tel 07 3221 9733

Fax 07 3221 9788

Postal address
GPQ Box 1097
Brisbane Qld 4001

Lawyers for the Company

McCullough Robertsen
Lawyers

Level 12

Centraf Plaza Two

66 Eagle Street
Brisbane Qld 4000

Internet address www, mccyliough. com.au

Chairman

Admiral William Arthur Owens (US Navy rtd)
Deputy Chairman

James Brett Lochran Heading

President and Chief Executive Officer
James Michael O'Dwyer

Other Directors

Lieutenant Genearal Daniel William Christman
{(US Army rtd)

Kevin John Dart
Terence James O'Dwyer
Peter Louis George Pursey

Company Secretary
Peter Ronald Wetzig

Page 2
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CHAIRMAN'S LETTER

23 August 2002

Dear Shareholder,

Metal Storm was founded in 1994 by Australian inventor, Mike O’Dwyer, listed on ASX
in 1999 and on NASDAQ in the United States of America in December 2001. The
Company is currently involved in research and development of its revolutionary 100%
electronic ballistics technology and is about to launch on an ambitious phase in the
road to commercialisation of the technology.

Metal Storm technology shatters traditional mechanical ballistics paradigms. Its already
proven performance specifications represent a quanturn leap in ballistics technalogy.
Extensive scientific evaluations by Metal Storm together with Australian and US
organisations suggest that performance specifications for a host of further planned
applications will be equally astounding when contrasted with conventional alternatives.

As unique technology with no known equivalent, Metal Storm alone currently offers the
step to the next horizon of ballistics performance.

Much of the prior publicity surrounding Metal Storm has focused on its awesome
military potential and its truly breathtaking performance which allows an electronically
variable rate of fire from conventionally slow to previcusly unobtainable rates including
a burst rate in excess of 1 million rounds per minute. This characteristic of the Metal
Storm technology has, in the opinion of your Directors, ready application to numerous
counter-terrorism and homeland defence needs that are difficult tc meet with
conventional ballistics technology. We see this as being a very fertile field for the
Company in the near future.

Despite its military potential in a variety of air, naval and land warfare contexts, the
technology has equally significant contributions to make in safe ‘smart guns' which
prevent unauthorised use. The Company has developed and demonstrated this
revolutionary capability in its ODwyer VLe® handgun prototype. Other applications
include:

o alternatives to existing landmine technology which do not require later deactivation
to avoid long term humanitarian tragedies after conflicts have ended; and

e a variety of new opportunities in counter terrorism and homeland security
applications for use by the US and other countries.

Metal Storm's priority has been to form strategic alliances with major government
agencies and defence organisations in Australia and the US. These alliances have set
the ground work for continuing research and development of the technology to be
undertaken. Metal Storm will advance commercialisation of its technology in
conjunction with its most significant potential users.

Metal Storm through its alliance with the Deferice Science and Technology Organisation
a division of the Australian Department of Defence recently announced a major
development of a successful firing of stacked .50 calibre rounds at a chamber pressure
exceeding 72,000 pounds per square inch. This development opens cpportunities for the
technology in larger calibre, high pressure applications such as close in weapon
systems.

Your Directors are proud of the progress made in developing the Metal Storm technology
since the Company listed in 1999, They pay tribute to Mike O’'Dwyer for the enormous
steps that have been taken since that time which have brought the technology to the
point where the Board believes there will be full scale commercial acceptance by leading
defence organisations. They also pay tribute to the support of the Company's
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Shareholders who have grown in number from 1,749 in 1999 to almost 8,000 today who
have shared the vision of the technology and the Company.

The Board has resolved to issue the Placement Shares raising $9,192,755 for the
Company’s working capital requirements. Placement Sharcholders are entitled to
receive one option for each Placement Share.

The purpose of this Prospectus is to facilitate the issue of the Placement Options to the
Placement Shareholders and to issue Bonus Options on a 1:20 basis to Shareholders of
the Company as at the Record Date.

On behalf of the Board of Metal Storm, [ commend this Prospectus to you and look
forward to your continued involvement with the Company.

Admiral Bill Owens (US Navy retired)

Chairman
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DEFINITIONS

Annual Report the annual report for the period ending 31 December 2001 of
the Company and lodged with ASX on 2 April 2002.

ASIC Australian Securities and Investments Commission.

ASX Australian Stock Exchange Limited ABN 98 008 624 691.

Board the board of directors of Metal Storm.

Bonus Qptions

the options to be issued under this Prospectus as detailed in
section 1,1A and on the terms set cut in section 5.

CHESS

| Clearing House Electronic Subregister System, operated by ASX

Settiement and Transfer Corporation Pty Limited.

Company or Metal Storm

Metal Storm Limited ACN 064 270 006.

Consofidated Statement

the consolidated financial statements of financial position of the

of Financial Pasition Company as set out in section 3.1.
Corporations Act the Corporations Act 2001,
Directors the directors of Metal Storm.

Existing Options

options over unlssued Shares issued by the Company prior to
the date of this Prospectus (with the exception of 5,000,000
aptions issued on 3 July 2001).

Issue

the issue of Options and Placement Options under this
Prospectus.

Listing Rules

the listing rules of ASX,

Options

the Bonus QOptions and Placement Options to be issued under
this Prospectus.

Placement Options

the options to be issued under the Prospectus to the parties
described in section 1.18 and on the terms set out in section 5.

Placement Shareholders

holders of Placement Shares.

Placement Shares the 14,142,700 Shares issued at a price of $0.65 on 23 August
2002,

Prospectus this prospectus.

Record Date 3 September 2002,

SCH Business Rules

the Securities Clearing House Business Rules approved under
the Corporations Act.

Sharehclders

holders of Shares.

Shares

ordinary shares in the capital of Metal Storm.

$

means Australian dollars.
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1. DETAILS OF THE ISSUE

1.1 Description of the Issue
A, Bonus Options

Metal Storm will issue Bonus Options to all parties registered as Shareholders at 5pm
EST on the Record Date on the basis of 1 Bonus Option for every 20 Shares held.

Each Bonus Option will have an exercise price of $0.65 and is exercisable at any time
between 6 September 2002 and 6 September 2004. The terms of the Bonus Options
are set out in section 5.

B, Placement Options

In addition, Metal Storm will issue Placement Options to all Placement Shareholders on
the basis of 1 Placement Option for every Placement Share held.

Each Placement Option will have an exercise price of $0.65 and is exercisable at any
time between 6 September 2002 and 6 September 2004. The terms of the Placement
Options are set out in section 5.

(The terms of the Bonus Options and Placement Options are identical).

1.2 Summary of action required to participate in the Issue

The Options will be issued at no cost ta Shareholders and the Placement Shareholders.
Shareholders are not required to take any action to be issued their Options entitlement.
Separate holding statements for the Options will be dispatched by post te Shareholders
on or soon after the date of allotment and issue of Qptions,

The holders of Existing Options may participate in the Issue if they validly exercise their
Existing Options prior to the Record Date.

Enquiries about the Issue should be directed to the company secretary'on 07 3221
8733.

1.3 Important Dates

Shares quoted ex-Bonus Options entitlement 28 August 2002
Options quoted on ASX on a deferred settlement basis ‘ 28 August 2002
Allotment and Issue of Placement Qptions 2 September 2002
Despatch of holding statements for Placement Options 2 September 2002
Record Date to determine entitlements 3 September 2002
Allotment and issue of Bonus Options 6 September 2002
Despatch of holding statements for Bonus Qptions 9 September 2002 -
Erading in Options commences on & normal settlement 10 September 2002
asis .

1.4  Rights Attaching to Shares issued on Exercise of the Options
Shares issued on exercise of the Options will rank equally in all respects with the
existing Shares,

1.5 Allotment and Issue

The allotment and issue of Bonus Options will be made as soon as possible after the
Record Date. Statements of Bonus Option holdings will be despatched on or shortly
after that date. ’
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The allatment and issue of Placement Options will be made on or as soon as possible
after 2 September 2002. Statements of Placement Option holdings will be despatched
oh ar shortly after that date.

1.6 Quotation

Not later than 7 business days after the date of issue of this Prospectus, application will
be made to ASX for the quotation of the Options.

If permission for quotation of the Options is not granted within 3 months after the date
of this Praspectus, none of the Options offered under this Prospectus will be allotted.

1.7 CHESS

The Options will participate in the security transfer system known as CHESS. Under
CHESS, an Option hoider will not receive a certificate. Option holders will receive a
notice advising them of their holder identification number and sponsoring Issuer
number, participant identifier in the case of a holding on the CHESS sub-register, or
security holder reference number in the case of a holding on the issuer sponsored
sub-register, allowing tha Options tc be traded electronically,

Follawing distribution of the initial holding statements and CHESS notifications to all
Option holders, a holding statement will be provided to an Option holder at the end of
any subsequent month during which there has been a movement in their holding.
Option holders may also request Metal Storm to provide a statement at other times,
althaugh the Company may charge an administration fee in these circumstances.
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METAL STORM LIMITED - THE BUSINESS

zl1

2.2

Corporate overview

Metal Starm is an electronic ballistics technology company based in Brisbane, Australia,
with an office in Washington DC in the United States. The Company owns the proprietary
rights to revolutionary 100% electronic ballistics technology, which has been invented and
developed over the past 23 years by Presidant and chief executive officer Mike O'Dwyer,

Metal Storm’s technology, which is protected by numerous patents, is currently the
subject of committed and expected research efforts to the value of approximately
$100 million by leading defence and government agencies in Australia and overseas.

Metal Storm continues to build its strategic presence in the US and strengthen already

established relaticnships at a senior ievel within government and defence circles.

Contributing to that effort has been the Company's highly experienced and respected US
Directars, Admiral William A Owens and General Daniel W Christman.

The Company’s early and continuing technical success combined with the establishment of
key partnerships, has resulted in a growing profile.

Share price

Metal Storm listed on the ASX on 8 July 1999, issuing 4 miliion Shares at $3.00 each. In
June 2000 Metal Storm announced a five-for-one Share split to increase liquidity and meet
growing demand for the Company's Shares,

As at 22 August 2002 there were 423,903,558 Shares available for trade, held by
approximately 7,700 Shareholders in Australia, the US and other countries, with a market
capitalisation of approximately $330,000,000.

Metal Storm's Share price has traded in the range of $0.65 to $1.34 per Share over the
last 6 months.
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3. FINANCIAL INFORMATION

3.1 Consolidated Statement of Financial Position

A reviewed consolidated statement of financial position as at 30 June 2001, an
unaudited consolidated statement of financial position as at 30 June 2002, an unaudited
consolidated statement of financlal position as at 31 July 2002 and a pra forma
unaudited consolidated staternent of financial position as at 31 July 2002 based on the
issue of the Placement Shares and the issue of Options under this Prospectus is set out

below.
Unaudited
Reviewsd Unsudited Unaudited pro forma

30 June 2001 30.June 2002 31July 2002 31July 2002
Current Assets
Cash 6,007,204 321,208 2,661,623 11,782,878"
Receivables 341,708 4,047 40,315 40,318
Investments 3,001,740 - - -
Prepayments 40,295 14423 Tl -
Total Current Assets 9,300,945 3,229,880 2,701,838 11,823,183
Non-Current Assets
Investments . 11,671 11,671 11,871
Receivables - 2,920 2,920 2,820
Propenty, plant and equipment 158,962 192,849 184,624 184,824
intangibles 3,002 680 4,896,617 4,898,617 4,886,617
Total Non-Current Assets 3,161,642 5104057  5096.032 5,096,032
Total Assets 12, 652 587 8,333,737 7,791,870 16,819,225
Current Liabilities
Accounts payable 577,847 920,326 725,258 725,258
Loans . . - -
Unallecated Share Application - - -
Funds
Provisions 81,558 138547 149,250 148,250
Total Current Liabilities 659,406 1,058,873 874,508 874,508
Non-Current Liabllities
Provisions 22 567 101,041 . 109492 109,482
Total Non-Current Liabilities 22,567 101,041 109,492 jQQ 492
Total Liabilities 681,973 1,169814 984,000 984,000




23-AUG-2002 FRI 18:01 METAL STORM LIMITED FaX NO. 81 7 3221 9788 P.
Net Assets 11,870,614 7,173,823 6,813,270 15,835,225
Equity
Issued capital 17,025,502 17,268,422 17,365,922 26,487,177
Retained profits (Accumulated (5,154,888) (10,004,599)  (10,551,952)  (10,551,8562)
Losses) o e
Total Equity 11,870,614 7,173,823 6,813,970 15,035,225

“*Reconciliation of Pro forma cash

Cash as at 31 July 2002 2,881,823

Proceeds from Share Placement T 9,192,755

Estimated prospectus expenses (71,500)

Pro forma cash at 31 July 2002 11,782,878
3.2 Effect of the Issue

if none of the Existing Option holdars exercise their Options, Meta) Storm will issue
approximately 36,045,013 Options. If all of the Existing Options are exercised Metal
Storm will issue approximately 36,151,326 Options,

The Company will receive no consideration for the issue of the Options.

If all the Options are exercised Metal Storm will receive between $23,429,258 and
$23,498,361. The likelihoad of Metal Storm raising this additional capital through
exercise of the Options is dependent on the price of Shares from time to time up to the
expiry date of the Options. The issue of the Qptions provides In excass of $23,000,000
of cantingent capital that may be received by Metal Storm over the life of the Options
and will be used to maintain the growth of Metal Storm,

The capital structure of Metal Storm, assuming no Existing Options are exercised, after
the issue of the Options will be as follows:

Shares on issue as at the date of this Prospectus . 438,046,258
Existing Options on issue as at the date of this Prospectus 2,126,250
Approximate number of Options to be issued under this 36,045,013
Praspectus

The capital structure of Metal Storm, assuming all Existing Options are exercised, after

the issue of the Options will be as follows;

Shares on issue assuming all Existing Options are 440,172,508
exercised ‘
Approximate number of Options ta be issued under this 36,151,326

Prospectus
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4. RISK FACTORS

41  Factors Influencing Success and Risk

QOption holders should be aware that the future level of income and capital distributions
may be influenced by a number of factors, including those outside the contral of Metal
Storm.

Option holders should appreciate that Options issued under this Prospectus will have a
market value. The market value will be influenced by the various risks assaciated with
Metal Storm’s business which can be broadly categarised into general risks and specific
business risks. To fully understand the risks associated with an investment in Metal
Storm), this Prospectus should be read in its entirety.

Careful consideration should be given to the following risk factors, as well as the other
information contalned in this Prospectus, before an investment decision is made. Some
of the risks may be mitigated by the Company using safequards and appropriate
systems and taking certain actions, Some of the risks may be outside the contral of
Metal Storm and not capable of mitigation. There are also general risks associated with
any investment in shares,

42 Specific Business Risks
Analysis of some of the specific business risks facing Metal Storm are shown below:

Potential Risk Comments

Operational Risk As Metal Storm is a development stage company its future
growth will be dependant on completing the successful
development of Its ballistics technolegy, obtaining any
required regulatory clearances and cammercialising its
technology. To finance such development, Metal Storm may
require additional capital to be raised from equity or debt
saurces, Issue of additional equity or convertible debt
securities may result in dilution to Shareholders.

Additional debt could result in increased expenses and
covenants that restrict Metal Storm's operations. The raising
of additlonal capital could have an adverse impact on Metal
Storm’s business, financial conditions and results of
operations.

Performance Risk The performance of Metal Storm as a whole depends to a
large extent on:

(a) the success of the Company in developing and
commercialising its technology;

(b) obtaining research and development funding grants to
finance further research development and testing;

(¢) the ability to obtain patents, maintain trade secret
protection and operate without infringing on the
proptietary rights of third parties, or have third parties
circumvent the Company’s rights; and

(d) the success of competitors in developing technology
and products that are more effective than any which Metal
Storm is developing, or which could render Metal Storm'’s
technology and products obsolete or non-competitive.
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Potential Risk

Comments

Financial Risk

Metal Storm does not currently derive any revenue from the
commercial sale of any applications of its technology. The
Company’s only revenue has been research and development
funding grants received from the United States Department of
Defense. Metal Storm is currently dependent upon funds
provided by others, There is a risk that if such funds are not
available that this could have a material adverse effect on
Metal Storm’s operations and financial condition.

Additionally, Metal Storm has Incurred operating losses in
each year since formatlon and expects to incur additional
operating losses over at least the next several years.

Dependehce on
Retaining Key
Personnel

Metal Storm is dependent upon key persennel, in particular
the Company’s chief executive officar, Mr Mike O'Dwyer, loss
of whose services would have an adverse effect on the
business of Metal Storm.

Competition

The defance and ballistics industry market In which Metal
Starm operates is highly competitive and can be subject to
significant technaological change. The effect of this
competition may impact on Metal Storm’s results and ability
to develop and commercialise its technology and ultimately
effect returns to Shareholders.

.~ e 4
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General Risks
These are risks of investment which are considered beyond the control of Metal Storm,
Possible Volatility of Share Price

The stock market has from time to time experienced significant price and volume
fluctuations, which may be unrelated to the operating performance of particular
companies. The market price of Shares may be volatile. Factors that may have a
significant impact on the market price and marketability of Shares include
announcements as to government regulation, variation in interest rates, the activities of
any competitors, economic and other external factors, new commercial products,
possible litigation, evidence of the safety or efficiency of products using Metal Storm's
technology, as well as fluctuations in Metal Storm’s operating results,

Regulation and Publlcity

Metal Storm’s ongoing research and development activities are, and the production of
Metal Storm’s products will be, subject to regulation by government autherities in
Australia, the United States and in other countries where Metal Storm may operate or
market its technology. Prior to marketing, Metal Storm's technology in any product
may be required to undergo rigorous testing as well as extensive regulatory processes.
Such processes may take many years and require the expending of significant
resources.

Media reports which emphasise or focus an the lethal capabilities of Metal Storm's
technology, instead of the benefits which the technology can provide in respect of
military, law enforcement and commerciat applications, could negatively influence the
public's perception of Metal Storm which would affect Metal Storm’s ability to
successfully promote its technology and, consequently, affect the financial performance
of Metal Storm,

Macro Economic Rigks

Metal Storm is an international company and there are certain risks inherent in doing -
business on an international level, such as unexpected changes .in regulatory
requirements, trade barriers including import and export controls, tariffs, customs,
duties, difficulties In staffing and managing fareign operations, longer payment cycles,
problems in collecting accounts receivable, political instability, expropriation,
nationalisation, war and other political risks, fluctuations in currency exchange rates,
foreign exchange controls which are strict or prohibit appropriation of funds, technology
export, import restrictions or prohibitions, brokers or government agencies and
potentially adverse tax consequences, any of which could adversely impact the succass
of Metal Storm’s internationat operations.

Taxatlon Risks

Australian tax laws are curréntly in a state of flux with the introduction of various
taxation reform proposals which may affect Metal Storm and investors.

Changes in US taxation laws may also adversely affect the operations and financial
position of Metal Storm and consequently have an adverse impact on invastors.

Tax liabilities are the responsibility of each individual investor, and Metal Storm is not
responsible either for taxation or penalties incurred by investors., Investors should
consult their own taxation advisers to ascertain the tax implications of their investment.

General

The Options issued under this Prospectus carry no guarantee with respect to the price at
which the Options will trade on ASX. If you are in doubt as to whether you should
invest in Metal Storm, you should consult with your stockbroker, accountant or other
financial adviser.

Pa~a 13
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5.

MATERIAL AGREEMENTS

5.1

5.2

Key Documents

The Board considers that certain agreements relating to Metal Storm are significant to
the Issue, the operations of Metal Storm or may be relevant to Option holders. A
description of material agreements or arrangements, together with a summary of the
mare important details of each of these agreements is set out below.

Constitutian of Metal Storm

Al issued shares of Metal Storm are fully paid ordinary shares which carry no special
rights, The constitution of Metal Storm sets out the rights conferred, and the
restrictions imposed, on shares. Certain pravisions of the constitution are summarised
below:

Rights of Ordinary Shareholders

Each sharehclder has the right to receive notices of and to attend general meetings of
Metal Starrm.

Subject to restrictions on voting from time to time affecting any class of shares in Metal
Storm, and any restrictions imposed by the Corporations Act, the shares in Metal Storm
carry the right to cast one vote on a show of hands and, on a poll, one vote for each
fully pald share held, and for each partly paid share heid, a vote having the same
proportianate value as the proportion to which the shares have been paid up. Voting
may be in persan or by proxy, attorney or rapresentative,

All shares rank equally in a winding up of Metal Storm and are entitled to dividends
equally, in propartion to the amount paid up, or daemed to be paid up, on the shares.

Shareholders have the right, on a winding up of Metal Storm, to participate in surplus
assets and profits of Metal Storm equally with each other, In proportion to the amount
paid up or deemed to be paid up on the shares.

Dividends

Subject to the rights of or restrictions on the holders of shares created or raised under
any special arrangements as to dividends, the Directors may from time to time
determine to pay a dividend, which is payable on all shares in proportion to the amount
of capital paid up on the shares. No dividends are payahle except out of the profits of
Metal Storm.

Alteration of Rights

At present, Metal Storm only has ordinary shares on issue and has no current plans to
create further classes of shares. The rights and restrictions attaching to a class of
shares in Metal Storm can only be altered with the consent of a special resoiution
passed at a separate meeting of the holders of that class of shares by 75% of those
holders who, being entitled to do so, vote at that meeting, or with the wrxtten consent
of members with at least 75% of votes in that ¢lass.

Reduction of Share Capital

Metal Storm may by special resolution reduce its capital in any manner allowed by the
Corporations Act or the Listing Rules,

Directors Need Not Issue Share Certificates

Subject to the requirements of the Listing Rules and the Corporations Act, Metal Storm
need not issue share certificates where Metal Storm participates in computerised
trading.

Dana 14
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5.3

Forfeiture of Shares

Metal Storm is empowered to forfeit shares In relation to which calls have been made cr
deemed to have been made and which remain unpald in accordance with its

constitution, the Listing Rules and the Corporations Act.
Right to Refuse Registration of Transfer

The Directors may only refuse to register a transfer of securities of Metal Storm as

permitted by the Listing Rules or the SCH Business Rules.

Terms of Options to be issued under this Praspectus

Consideration No consideration is payable

Shares issued on exercise: Each Option entitles the Option holder to
subscribe for 1 Share.

Exercise price: $0.65 per Share.

Option period: Optlons may be exercised at any time
between 6 September 2002 and

6 September 2004.

Quotation: The Company will seek quotation of the
‘ Options on ASX,

Options will be issued on the following basis:
» the options expire at 5.00 pm (Brishane time) on 6 September 2004;

s each option entitles the option holder ta subscribe for one share. Shares issued on
the exercise of the aptions rank equally in all respects with the then existing issued
shares in the capital of Matal Storm. From the date of issue, shares are subject to
the provisions of the constitution of the Company;

* the options are issued at $nil per share and are exercisable at $0.65 per share;

» the options are exercisable wholiy or in part by execution and lodgement with the
Company of a notice of exercise of option and payment of the exercise price during
the period fram Spm (Brisbane time) on 6 September 2002 until 5.00pm (Brishane
time) on 6 September 2004;

» the notice of axercise of aption must set out the number of options which the option

holder wishes to exercise;

» the options may be transferred at any time in accardance with the Corporations Act,
the ASX Listing Rules and the SCH Business Rules;

.+ @ holding statement will be issued for the options and a copy of the terms and

conditions will be forwarded ta the option holder, On the reverse side of the terms
and conditions there will be endorsed a notice that is to be completed when
exercising the options. If there is more than one option on a holding statement and
prior to the expiry date those options are exercised in part, the Company will issue

another holding statement for the balance of the options held and not yet exercised;

e an option helder does not have the right to participate in new issues of securities
offered to shareholders of the Company prior to the exercise of the options;

¢ in the event of any reconstruction of the issued capital of the Company the number
of options or the exercise price of the options or both are to be reconstructed (as
appropriate) in a manner which does nat result in any benefits being conferred on

option holders which are not conferred on shareholders of the Campany and (subject

to the provisions with raspect to rounding of entitlements as sanctioned by the

meeting of the sharehalders of the Company approving the reconstruction of capital)

pPage 1%
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5.4

in all ather respects the terms for the exercise of options remain unchanged. The
options will be treated in the manner set out in ASX Listing Rule 7.22 as is
appropriate to the type of reconstruction proposed;

the Company is entitled to treat the registered holder of an aption as the absolute
holder of that option and is not bound to recognise any equitable or other claim te,
or interest in, that option on the part of any person other than the registered holder,
except as ordered by a Court of competent jurisdiction or as required by statute.

Pocuments available for inspection

Copies of the following documents are available for inspection during normal office
hours at the registered office of the Company for 13 menths after the date of this
Prospectus;

L]

»
L]
-

the material agreements referred to in section 5;
the consents to the issue of this Prospectus;

the Annual Report; and

the Consolidated Statement of Financial Position,

Psno 18
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6. ADDITIONAL INFORMATION

6.1  Disclosing Entity Requirements

Metal Storm is a ‘disclosing entity’ for the purposes of the Corporations Act and as such
is subject to regular reporting and disclosure obligations under the Corporations Act.

Copies of the documents lodged with ASIC in relation to the Company not being a
document referred to in section 1274(2)(a) of the Corporations Act may be obtained
from, or inspected at, an ASIC office.

Tha Company will provide a copy of any of the following documents:
¢ the Annual Report; and

¢ any documents used to notify ASX of informatyion relating to the Company during the
period from lodgement of the Anhual Report and the date this Prospectus is lodged
at ASIC;

free of charge to any person on request being made by that person during the
application period of the Prospectus.

6.2 Incorporation by reference

The whole of the Annual Report is incorporated by reference in this Prospectus under
Section 712 of the Corporations Act. A copy of the Annual Report is available on
request from the Company free of charge.

The Annual Report pravides a detailed analysis of the financial affairs of Metal Storm for
the year ending 31 December 2001,

6.3 Consents and Disclaimers of Responsibility

Mc¢Cullough Robertson has given, and has not withdrawn, its written consent to be
named as Lawyers for the Company in the form and context in which it is named.
McCullough Robertson has not caused ar authorised the issue of the Prospectus.

6.4 Interests of Experts and Advisers

Other than set out below or elsewhere in this Prospectus, no expert or any firm in which
any expert is a partner has, or has had in the two years before lodgement of this
Prospectus, any interest in the formation or premotion of Metai Storm or in any property
proposed to be acquired by Metal Storm In connection with the formation or promotion
of Matal Storm aor the Issue, and no amounts, whether in cash or shares or atherwise,
have been pald or agreed to be paid ta any expert (or to any firm in which he or she is
or was a partner) for services rendered by the expert or the firm in connection with the
formation er promotion of Metal Storm or the Issue. No form of payment of any kind
will be made or agreed to be made to any such expert or firm other than in cash,

McCullough Robertson has provided legal advice in relation to this Prospectus.
McCullough Robertson will be paid an amount of approximately $20,000 (plus G5T) in
respect of these services. Further amounts may be paid to McCullough Robertson in
accordance with its normal time based charges.

PR
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6.6 Interests of Directors

Holdings
The Directars or their associates have a beneficial interest in the following securities in
Metal Storm:
Director Securities
William Arthur Owens - 3,000,000*
James Brett Lochran Heading 1,405,000
James Michael O'Dwyer 199,729,664
Terence James O'Dwyer 50,000
Kevin John Dart 119,304,904
Peter Louis George Pursey 7,685,000
Daniel Willlam Christman -
* Represents 500,000 options to purchase Shares in Metal Storm that are exercisable on or

before 31 May 2003 at an exerclse price of $0,48 per Share and 2,500,000 options to
purchase Shares that are exercisable only upon certain conditions on or before July 2011
at an exercise price of $0.01 per Share. The purchase price of the options was nil,

Other than set out above or elsewhere in this Prospectus:

. No Director or proposed Director of Metal Storm and no firm in which a Director
or proposed Director of Metal Storm is or was at the relevant time, a partner
has, or has had in the two years before lodgement of this Prospectus, any
interast In the promotion of, or in any property proposed to be acquired by,
Metal Storm,

’ No amounts, whether in cash or shares or otherwise, have been paid or agreed
to be paid to any Director or proposed Director of Metal Storm (or to any firm in
which he is or was a partner) elther to induce him to become, or te qualify him
as a Director, or otharwise for services rendered by him or by the firm in
cannection with the promotion or formation of Metal Storm.

Transactions with Related Partles

Michael O'Dwyer has entered into an employment agreement with the Company. Mr
O’Dwyer also has a substantial shareholding in the Company.

Legal and consuiting services totalling approximately $349,671 for the period August
2000 to August 2002 were performed by McCullough Robertson Lawyers of which Brett
Heading, a Director, is a partner, In addition, McCullough Robertson has acted as
lawyers for the Campany providing legal services in respect of this Issue for which it has
been paid or will be pald commercial fees.

Accounting and consulting services totalling approximately $421,443 far the period
August 2000 to August 2002 were performed by BDO Kendalls of which Terence
O’Dwyer, a Director, is a partner.

Metal Storm entered into a consultancy agreement with Admirai Owens, a Director, to
provide services to Metal Storm in the US in relation to the defence industry market,
defence technology and military and customer requirements. Admiral Owens received
fees for these services of approximately $277,866 for the period August 2000 to August
2002, Admiral Oweans has a substantial optionholding in the Company.

Metal Storm paid consuitancy fees of approximately $130,682 to Clarity Business
Consuiting Pty Ltd, an entity of which Peter Pursey, a Director, is a director and
shareholder for the period December 2000 teo August 2002. The services included
research and review of technical data and potential markets and liaisons with varlous
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personnel and agencies in the US regarding certain applications of Metal Storm’s
technology. Mr Pursey is a shareholder in the Company.

Payments to Directors

For the half-year ended 30 June 2002 the following remuneration was paid to Directors:

Name Total remuneration
James Brett Lochran Heading $32,500
James Michael O'Dwyer _$264,897
Kevin John Dart $22,500
Terence James O'Dwyer $22,500
William Arthur Owens . $32,500
Peter Louis George Pursey $22,500
Daniel Williarn Christman $3,082

Expenses of the Issue

All expenses connected with the Issue are payable by Metal Storm, including legal fees,
share registry fees, printing costs and other miscellaneous expenses. These expenses

are estimated as follows:

. Leqal fees

. ASIC fees

. ASX

» Printing and mailing
. Sundry expenses
Total

$20,000
$2,500
$13,000
$30,000
$6,000
$71,500

PN T




23-AUG-2002 FRI 18:07  METAL STORM LIMITED FAX NO. 61 7 3221 9788 P. 22

7. DIRECTORS' STATEMENT

The Directors have authorised and caused the issue of this Prospectus and accept responsihility
for the information contained in it. To the best of the knowledge and belief of the Directors
(who have taken all reasonable care to ensure that such is the case) the information contained
in this Prospectus is in accordance with the facts and does not omit anything which is likely to
affect the prospects of the Company or the value of the assets of the Company except as
disclosed in this Prospectus,

Each Director has consented to lodgement of this Prospectus with ASIC and has not withdrawn
that consent.

Dama 2()



Clarification and Correction
August 26, 2002

Brisbane, Australia - August 26, 2002: Metal Storm Limited (ASX code: MST and Nasdaq Small
Cap: MTSX), a pioneer of electronic ballistics technology, wishes to clarify the value of additional
capital that may be raised pursuant to the company’s prospectus filed with the Australian Securities
and Investment Commission on Friday, 23 August 2002,

If all options are exercised under the prospectus dated 23 August 2002 the company will raise a
total of A$23,957,999 over the next two years. This is comprised of up to A$14,765,244 in respect
of the bonus options and up to A$9,192,755 in respect of the placement options pursuant to the
prospectus.

About Metal Storm

Metal Storm Limited is a research and development company based in Brisbane, Australia. The
Company is capturing attention from defense organizations worldwide with its revolutionary 100%
electronic ballistics technology, that has no conventional equivalent. Metal Storm currently has
approximately US$50 million in research and development funding in place to develop its technology
from leading government defense-related agencies in Australia and the United States. Additionally,
the company is well positioned to support the U.S. government's more urgent homeland defense
needs. Recently, the U.S. Department of Defense (DoD) has accelerated the programs under
development as it strengthens its counter-terrorism capabilities.

Safe Harbor

Certain statements made herein that use the words “estimate”, “project”, “intend”, “expect”,
“believe” and similar expressions are intended to identify forward-looking statements within the
meaning of the Private Securities Litigation Reform Act of 1995, These forward-looking statements
involve known and unknown risks and uncertainties which could cause the actual results,
performance or achievements of the company to be materially different from those which may be
expressed or implied by such statements, including, among others, risks or uncertainties associated
with the development of the company’s technology, the ability of the company to meet its financial
requirements, the ability of the company to protect its proprietary technology, potential limitations
on the company’s technology, the market for the company’s products, government regulation in
Australia and the U.S., changes in tax and other laws, changes in competition and the loss of key
personnel. For additional information regarding these and other risks and uncertainties associated
with the company’s business, reference is made to the company’s reports filed from time to time
with the Securities and Exchange Commission, including the company’s Form 20-F.

For further information:

Australia: _
General queries: Peter Wetzig - Company Secretary/GM - Commercial - Ph: 07 3221 9733

Investor queries: Frank Sufferini - Orient Capital Pty Ltd - Ph: 02 9964 0200
Media: John Bayly - Bayly Willey Holt - Ph: 07 3368 2355

United States:
General queries: Metal Storm, Inc. - Ph: 703 248 8218

Investor queries: Jody Burfening/Kristine Hong - Lippert/Heilshorn & Assoc. - Ph: 212 838 3777

Media: Chenoa Taitt - Lippert/Heilshorn & Assoc. - Ph: 212 838 3777

Copyright © 2002 Metal Storm Limited
A.C.N, 064 270 006




