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Exhibit A

QRSciences Holdings Limited — Filings with the Australian Stock Exchange from January 5,
2005 to January 21, 2005
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Appendix 3B
New igsue announcement

Appendix 3B

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

Information or documents not available now must he given 10 ASX as soon as available.  Information and
documenis given 10 ASX become ASX's property and muy he made public.,

Imroduced 17796, Origin: Appeadix 5. Amended 17198, 17994, 17752000, 30;0:2001, §153/2062, 17172003,

Name of entity
(QRSciences Holdings Limited

ABN
7009 259 876

We (the entity) give ASX the following information.

Part 1 - All issues

You must complede the relevant sections (attach sheets if there is not enough space).

1 *Class of *securities issued or to be | Fully paid ordinary shares.
issued

2 Number of *securities issued or to | 11,849,626 fully paid ordinary shares.
be issued (if known) or maximum
“number which may be issued

3 Principal terms of the "securities | Fully paid ordinary shares.
(eg, if options, exercise price and
expiry date; if parly  paid
*securities, the amount outstanding
and due dates for payment; if

*convertible securities, the
conversion price and dates for
conversion)

+ See chapter 19 for defined tenms,
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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:

¢ the date from which they do

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

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

5  Issue price or consideration 20 cenis exercise price of Options.
Nil consideration for Employee Share Plan.

6  Purpose of the issue 11,149,626 Exercise of 20 cent Options
(If issued as consideration for the | expiring on 12 January 200S.
acquisition of assets, clearly identify | 700,000 Employee Share Plan with restrictions
those assets) on trading.

7 Dates of enfering *secusities into | 24 January 2005,
uncertificated holdings or despatch
of certificates

Number *Class
8 Namber and “class  of all | 216,016,902%* Fully paid ordinary
*securities quoted on ASX shares
{(including the securities in clause
Zif applicable) 35,515,867* 40 cent options 12

January 2006 expiry
(**14,300,000 subject 1o
veluntary  restriction  of
ESP)

+ See chapter 19 for defined terms.
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New issue announcement

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

Dividend policy (in the case of a
trust, distribution policy) on the
increased capital (interests)

Number *Class
3,000,000 60 cent options 12
’ January 2006 expiry
3,000,000 $1.00  options 12
January 2006 expiry
14,988,528* A preference shares
14,988,528* B preference shares

f*subject  lo
Appendix 3B)

tokenver

The directors of the Company are unable fo
state when or if dividends will be paid. in the
future, as the payment of dividends will depend

on the Company’s

profitability, * financial
position and cash requirements.

Part 2 - Bonus issue or pro rata issue

11

17

Is security Tholder approval
required?

Is the issue renounceable or non-
renounceable?

Rato in which the “secunties will
be offered

*Class of *securities to which the
offer relates

*Record date  to  determine
entitlerments

Will holdings on different registers
(o1 subregisters) be aggregated for
calculating entitlenents?

Policy for deciding entitlensents in
relation to fractions

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

Notwe: Security holders mest be told how their
entitlements are 1o be dealt with.

Cross reference: mule 7.7,

Closing date for receipt of

acceptances of renunciations

+ See chapter 19 for defined tenms,

Appendix 38 Page 4
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21

22

23

24

26

27

28

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 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 Statemsent will be sent to
persons entitled

If the entity has igsued 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 fidl through a
broker?

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

-+ See chaprer 19 for defined terms.
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32 How do “security holders dispose
of their entitlements (except by sale
through a broker)?

33 “Despatch date

Part 3 - Quotation of securities

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

34 Type of securities
(tick one)

{a) IE Securities described in Part |

(b) All other securities

Example: sestricted securities ot the end of the escrowed perind, partly paid seeurities thai become fully peid, employee
incensive share securities when resiriction ends, securities issiad on expiry or ocrmversion of convertible securities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities

Tick 10 indicate you are providing the information or
documents

35 If the “securities are “equity securities, the names of the 20 largest holders of the
additional *securities. and the number and percentage of additional "securities held by
those holders

36 D If the “securities are “equily securitics, a distribution schedule of the additional
*securities setting out the number of holders in the categories
- 1,000
1,001 - 5,000
5,001 - 10,000
10,001 - 100,000
100,001 and over

37 D A copy of any trust deed for the additional *securities

+ See chapter 19 for defined terms.
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Entities that have ticked box 34(b)

38 Number of securities for which | 12,822,665 Qrdinary Shares Fully Paid
*quotation is sought 2,509,533 Options exercisable at 40 cents each
on or before 12 January 2006

39 Class of r“securitics for which | Ordinary Shares Fully Paid
quotation is sought Options exercisable at 40 cents each on or
before 12 January 2006

40 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

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

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

41 Reason for request for quotation | End of restriction period.
now

Example: in the case of resiricied secunities, end of
restriciion period

(if issued wupon conversion of
another security, clearly identify that

other security)
Number “Class
42 Namber and “class of all *securities { 216,016,902 Fully paid ordinary
quoted on ASX {including the shares
securities in clause 38)
35,515,867* 40 cent options 12
January 2006 expiry

-+ See chapter 19 for defined terms.
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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 [012C(6) of the
Corporations Act.

Noie: An entity niay nead 1o ebiain appropriate wareanties from subsoribers for the xecuritics in order (o be abfe to give
this wareanty

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 ihat we
request that the “securities be quoied.

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 Corporations Act at the
time that we request that the *securities be quoted.

+ See chapter 19 for defined tenns.

Appendix 3B Page 8 1/172003




Appendix 38
New issae 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. We warrant that they are (will be) true and complete.

Sk Oad.
Sign here: Date: 21 January 2005
(Company Secretary)
Print name: Rob Onrr

+ See chapter 19 for defined terms.
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News Release

QRSciences Secure Pilot Deployment at
Sheremetyevo International Airport, Moscow

Perth, Wednesday, January 19, 2005 - QR Sciences Limited (QRS), a world
leader in the development of Quadrupole Resonance (QR) based explosive
detection systems and advanced metal detection technology has joined forces
with Moscow’s Sheremetyevo International Airport, the primary gateway to the
Russian Federation and the busiest international Airport in the country, in a
groundbreaking pilot trial of its fully automated explosives detection systems.

Speaking following receipt of a letter of invitation, Kevin Russeth, Chief
Executive Officer, QRSciences Limited, said, “This is yet another opportunity
for our company to help solve a serious problem. Since the almost
simultanecus downing of two airliners by terrorist bombs in August 2004 we
have worked to put our name in front of the Russian airports and authorities
and encouraged them to have a closer look at our technology. This pilot at
Sheremetyevo International Airport {SVO) will hopefully lead to many other
opportunities in the Russian Federation”,

Sheremetyevo's decision to pilot QR technology is part of an ongoing
programme begun in September 2002 to enhance security at the airport. The
programme was given added emphasis following the downing of two flights by
terrorist bombings in 2004. Although the flights in question did not originate
from Sheremetyevo, the airport is taking a iead role in identifying the best
solutions to deter aviation terrorism throughout the Russian Federation.

“Sheremetyevo has recognized the need to move forward and deploy
technology on the leading edge of current capability. To that end it has
decided to carefully evaluate the available technology and determine which
best suits the need,” added Kevin Russeth.

In international laboratory and airport trials, Quadrupole Resonance explosive
detection has consistently demonstrated an unparalleled probability of
detection for a range of difficult to detect explosives often used in terrorist
attacks including RDX based explosives, traces of which were found in the
wreckage of both airliners downed in Russia in August 2004.




About QRSciences Limited

QRSciences Limited, based in Perth, Western Australia, designs and
develops systems, sub-systems, components and software for security
related applications. The Company is a world leader in Quadrupole
Resonance (QR) applications, a next generation technology that uses radio
frequency spectroscopy techniques to detect and positively identify a wide
range of materials. QR is closely related to Magnetic Resonance Imaging
(MRI), which is widely employed in industry and the medical profession.
Applications for the technology include explosive and narcotic detection,
pharmaceutical quality control and assurance, mineral and matenial assay, lab
instrumentation and environmental science.

For more information about QRSciences piease visit www.grsciences.com or
call +61-8-9351-1200 '
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JOINT ASX AND MEDIA RELEASE

QRSCIENCES TEAM WITH ITALIAN X-RAY MANUFACTURER
STEPS UP MARKETING EFFORTS IN ASEAN REGION

Perth, Western Australia ~ January 18, 2004 - QRSciences, a world
leader in the development of Quadrupole Resonance (QR) and advanced
metal detection technologies, is pleased to announce it has been
appointed to promote, sell, re-brand and distribute Gilardoni Flavio srl's
range of X-ray equipment in parts of the ASEAN region.

Gilardoni is a leading manufacturer of X-ray equipment and OEM 1
components for X-ray and ultrasound equipment with an established
client base throughout Europe, United States, Asia and South America.

“The initial focus for QRSciences will be marketing its core QR
technology and a range of branded X-ray equipment designed and built
by Gilardoni. The marketing push will focus on Australia, New Zealand,
Singaporean and Malaysian markets, We began building our sales and
marketing team late in 2004 and are now actively pursuing new business
in the region,” said QRSciences Chief Executive Officer, Mr. Kevin
Russeth. :

“Gilardoni’s established client base in a range of security markets should
also provide additional opportunities to promote QR technology. This is
an excellent opportunity to expand our revenue base here in Australia as
well as providing a strategic springboard for building brand awareness in
the ASEAN markets,” he continued.

QRSciences and Gilardoni are also investigating other ways to
collaborate, particularly in respect of enhancing the performance of
Gilardoni’s currently deployed base of x-ray equipment.

“We expect to conclude formal distribution arrangements with Gilardoni
over the next few months and are hopeful that other strategic initiatives
that we have identified together can be explored in greater detail,” said
Mr. Russeth.

Over the past 18 months, QRSciences has cemented agreements with
leading X-ray players around the world including Rapiscan, L-3
Communications and Gilardoni. In August 2004, the Company was

"OEM isa company that produces hardware to be marketed under another company's brand




I

chosen by the Chinese government to build, develop and jointly test a
prototype screening system with a view to integrating that system with a
new multi-technology screening system being developed by the China
Institute of Atomic Energy.

About QRSciences

QRSciences, based in Perth, Western Australia, designs, develops and
distributes systems, sub-systems, components and software for security
related applications, The Company is a world leader in quadrupole
resonance, a next generation technology that uses radio frequency
spectroscopy techniques to detect and positively identify a wide range of
materials. QR is closely related to Magnetic Resonance Imaging (MRI),
which is widely employed in industry and the medical profession.
Applications for the technology include explosive and narcotic detection,
pharmaceutical quality control and assurance, mineral and material assay,
lab instrumentation and environmental science.

For more information about QRSciences please visit
www.grsciences.com or contact the Company on +61-8-9358-5011

About Gilardoni

Gilardoni was founded in 1947 and is headquartered in Lecco, Italy. The
Company is one of the world’s leading suppliers of X-ray and ultrasonic
equipment, OEM components and services relating to security, medical
and the non-destructive testing (NDE) sectors,

Gilardoni’s business origins are in medical equipment design and
manufacture. More recently the Company has moved into NDE testing
and the security technology marketplace.

The Company received a ministerial decree in 1985 from the Italian
Government recognising the company as a leader in advanced
technology.

The Company’s expertise includes digital electronics design, power
electronics design, radiation physics and X-ray safety, high vacuum
technology, ultrasound and software development including
microprocessor control, image analysis and automation. For more
~ information about Gilardoni please visit www.gilardoni.it
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NOTICE - ASX LISTING RULE 3.2

QRSciences Holdings Limited (“Holdings”) gives notice of the following information for
the purposes of ASX Listing Rule 3.2:

. Holdings has extended the offer period under its offers dated 24 December 2004
for all of the ordinary shares in QR Sciences Limited ("QRL") {Offers”) to 5.00
pm (Perth time) on 22 February 2005 (“Extension”);

. Holdings and its associates had a relevant interest in 56.47% of the ordinary
shares of QRL when the Offers were first made; and

* as at the date of the Extension, Holdings and its associates have a relevant
interests in 59.18% of the ordinary shares of QRL.
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Heldings Limited

Dear QRScdiences Limited Shareholder,

SECOND SUPPLEMENTARY BIDDER’S STATEMENT

1.

introduction

This document is a supplementary bidder’s statement under section 643 of
the Corporations Act 2001 (Cth). It is the second supplementary bidder’s
statement issued by QRSciences Holdings Limited ABN 27 009 259 876
(“Holdings") in respect of its off-market takeover bid for all the ordinary
shares in QR Sciences Limited ABN 84 071 648 309 (“QRL”). This document
supplements, and is to be read together with Holdings’ bidder’s statement
dated 3 December 2004 (“Bidder's Statement”) and Holdings' first

-supplementary bidder's statement dated 22 December 2004 (“First

Supplementary Bidder's Statement”).

Extension of Offer to 22 February 2005

Holdings has extended the closing date of its Offer to QRL shareholders to

5:00 pm (Perth time) on 22 February 2005.

The new date for giving notice of the status of the defeating conditions
under section 630(3) of the Corporations Act will be 15 February 2005,

Increase in Bid Consideration
31 Increase in Bid Consideration

Holdings has increased the bid consideration offered under the Takeover
Bid such that Holdings is now offering 6 Preference Shares and 1 Holdings
Option for every 2 QRL Shares (“Improved Consideration”).

The Preference Shares issued to each accepting QRL Shareholder will be
comprised equally of A Preference Shares and B Preference Shares, with
fractions to be rounded up, and will be issued on the same terms and
conditions as the Preference Shares set out in the Bidder’s Statement.

20




3.2 Acceptance of Offer

In order to accept the Offer, you should complete, sign and return the
Acceptance Form accompanying this supplementary document to:

By Post By Hand

Computershare Investor Services Pty Computershare Investor Services Pty
Lwd Lid

GPO Box D182 ' Level 2, 45 St Georges Terrace
PERTH WA 6840 PERTH WA 6000

Holdings may, in its discretion, accept a completed Acceptance Form which
accompanied the Bidder's Statement as acceptance of the Improved
Consideration and the Offer.

In accordance with the Corporations Act, QRL Shareholders who have
already accepted the Offer are automatically entitled to the Improved
Consideration and do not need to complete a new Acceptance Form.

3.3 Effect on Holdings

Should all the holders of QRL Shares accept the Improved Consideration,
based on the number of QRL Shares currently on issue, the number of
Preference Shares on issue will increase by approximately 7,195411. In
addition, upon conversion of these Preference Shares in accordance with
their terms, the number of Holdings Shares on issue will increase
accordingly.

On the basis of these assumptions, the impact on Holdings’ pro forma
consolidated statement of financial position set out in section 6.2 of the
Bidder’s Statement (“Pro Forma Statement”) will be to increase Intellectual
Property by $2,300,000 and to increase Contributed equity by $2,300,000.

Options conversion

Holdings’ listed options, exercisable at 20 cents, expired on 12 January 2005
(“Options”). As at the expiry date of the Options, Holdings had received
exercise notices such that 11,224,626 Options have been exercised raising
$2,244,925,

As announced to ASX on 12 January 2005, Ord Minnett Limited (“Ord
Minnett”) have committed to underwrite the shortfall of the unexercised
Options, up to a maximum of 9,000,000 Holdings Shares, to raise a total of
up to $1,800,000, subject to certain conditions.




The underwriting of the unexercised Options, together with the Options
exercised (“Conversion”), may result in Holdings raising a total of
$3,936,925 (after payment of fees to Ord Minnett) through the issue of
20,224,626 Holdings Shares. Holdings intends to use the funds raised for
working capital purposes and the continued development of the business of
QRL.

The effect of the Conversion on the Pro Forma Statement is to increase Cash
assets by $3,936,925 and to increase Contributed equity by $3,936,925 (after
payment of fees to Ord Minnett). The impact on the Pro Forma Statement is
in addition to that set out in section 3.3 of this supplementary document.

On the basis of completing the issuc of Holdings Shares as a consequence of
the Conversion, Holdings will have the following securities on issue:

Fully Paid Ordinary Shares 224,391,902

Options at exercise price of 40 cents and expiring on 12 29,520,456
January 2006

Options at exercise price of 60 cents and expiring on 12 3,000,000
January 2006

Options at exercise price of $1.00 and expiring on 12 3,000,000
January 2006

First Prime Contract with U.S. Transportation Security Administration

As announced to ASX on 10 January 2005, QRL has been awarded its first
prime contract with the US. Transportation Security Administration
(“TSA"), an agency of the U.S. Department of Homeland Security.

Under the scope of the contract, the details of which are security sensitive,
QRL will carry out the initial work at its Perth facility and complete the
contract at a yet to be determined airport Jocation in the United States.

Holdings considers that the contract with the TSA is a major milestone for
QRL and values the multi-phase contract at more than $400,000.

The TSA’s primary role is to protect the country’s transportation systems,
including all commercial airports and to ensure freedom of movement for
people and commerce through the combined use of people, processes and
the best technologies.




QRL Litigation Update

As set out in section 8.8(c) of the Bidder's Statement, QRL has applied to the
British High Court seeking interpretation and clarification of a clause within
the BTG contract in relation to QRL’s right to acquire ownership of the BTG
patent portfolio in certain circumstances.

As at the date of this supplementary document, Holdings understands that
the application has been heard before the British High Court although no
judgment has yet been delivered. Holdings is further aware that the parties
to the action are attempting to negotiate a settlement of this matter.

Other matters

Holdings has determined to waiver the condition set out in section 7.9(a)(ii}
of the Bidder’s Statement and accordingly, the Offer is now free from that
condition.

Other notices

Unless the context otherwise requires, terms defined in the Bidder’s
Statement have the same meaning in this supplementary document.

This supplementary document is dated and was lodged with the ASIC on 17
January 2005. Neither ASIC nor any of its officers take any responsibility for
its contents,

The directors of Heldings have, under a unanimous resolution passed by all

of the directors of Holdings, approved this document and authorised Mr
Pennefather to sign this document on behalf of Holdings.

/’7 fr

Gary Bruce Pennefather
Director

Dated: 17 January 2005
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rAY

ORD MINNETT TO UNDERWRITE
QRSCIENCES OPTIONS

PERTH, WEDNESDAY 12 JANUARY 2005 -

QRSciences Holdings Limited (ASX: QRS) is pleased to announce that
Ord Minnett Limited have committed to underwrite any shortfall of the
unexercised options which expire today up to 9,000,000 shares
representing $ 1,800,000.

"We are pleased to engage Ord Minnett to complete this transaction and
are encouraged that an investment bank of their stature has taken an
interest in our Company. We expect that this commitment in addition to
the options exercised to date will result in the company raising the entire
$ 4,352,000 strengthening our existing cash reserves and balance sheet as
we move to formally set-up our operations in North America”, said QRS,
Chief Executive Mr. Kevin Russeth,

The conversion of all the options will result in the issue of up to
21,760,000 shares.

About QRSciences

QRSciences, based in Perth, Western Australia, designs and develops
systems, sub-systems, components and software for security related
applications. The Company is a world leader in Quadrupole Resonance
(QR) applications, a next generation technology that uses radio frequency
spectroscopy techniques to detect and positively identify a wide range of
materials. QR is closely related to Magnetic Resonance Imaging (MRI),
which ‘is widely employed in industry and the medical profession,
Applications for the technology include explosive and narcotic detection,
pharmaceutical quality control and assurance, mineral and material assay,
lab instrumentation and environmental science.

For more information about QRSciences please visit:
www.grsciences.com or contact the Company on +61-8-9358-5011
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QRSCIENCES AWARDED FIRST
U.S. GOVERNMENT CONTRACT

PERTH, MONDAY 10 JANUARY 2005 - QRSciences (QRS), a world
leader in the development of Quadrupole Resonance (QR) based
explosive detection systems, announces that it has been awarded its first
prime contract with the U.S. Transportation Security Administration
(TSA) an agency of the U.S. Department of Homeland Security.

Kevin Russeth, Chief Executive Officer (CEO), of QRSciences
comments, “This opens a big door for the Company and takes our
relationship with the U.S. Government to a new level”,

“It’s a major milestone for any Australian company to be chosen as a
prime contractor by the U.S. Government. This is an ongoing testament to
the skill and dedication of our employees and gives further credence to
our proprietary technology”, continued Russeth.

Under the scope of the contract, the details of which are security
sensitive, QRSciences will carry out the initial work at its Perth facility
and complete the contract at a yet to be determined airport location in the
United States.

Mr. Russeth added, “This contract positions us as a driver in a federally
funded project with the potential to advance the performance of
equipment built to protect aircraft and critical infrastructure from security
breaches.” :

“We continue to pursue several other opportunities including industry
partnerships and joint ventures and have additional proposals in the
pipeline with various government bodies including the U.S.
Government”, said Russeth.

“We are hopeful and expectant that this will be the first of many contracts
with the U.S. Government and its agencies”, Russeth concluded.

The multi-phase contract is valued at more than § 400,000 to
QRSciences.
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QRSciences recently announced that it is relocating its corporate
headquarters to San Diego, California while planning to maintain its
research and development facility in Western Australia. The purpose of
the move is to better serve the needs of QRSciences growing customer
base which is primarily located in North America and to develop a closer
relationship with the Department of Homeland Security and the various
agencies and departments within the U.S. Government that are supportive
of the Company’s work.

QRSciences is recognised as one of the brightest technology prospects in
the Australia/New Zealand region. The company recently won the
prestigious Guy Manson award at the ANZA Technet Conference, held in
the heart of Silicon Valley in Palo Alto. As a result it has been asked to
exhibit at the invitation only Demo@15 2005 Conference in Scottsdale,
Arizona. Demo@]15 showcases only the brightest and best technologies
being launched in America.

About QRSciences

QRSciences, based in Perth, Western Australia, designs and develops
systems, sub-systems, components and software for security related
applications. The Company is a world leader in Quadrupole Resonance
(QR) applications, a next generation technology that uses radio frequency
spectroscopy techniques to detect and positively identify a wide range of
materials. QR is closely related to Magnetic Resonance Imaging (MRI),
which is widely employed in industry and the medical profession.
Applications for the technology include explosive and narcotic detection,
pharmaceutical quality control and assurance, mineral and material assay,
lab instrumentation and environmental science.

For more information about QRSciences please visit
WWW.JISCIEnces.com

About Department of Homeland Security (DHS) |

The Secretary of DHS is a cabinet position within the U.S. Government
Executive Branch that reports directly to the President of the United
States.

The Department’s first priority is to prevent the entry of terrorists and the
instruments of terrorism while simultaneously ensuring the efficient flow
of lawful traffic and commerce.
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DHS employs over 180,000 people and has several divisions or
directorates including Border and Transportation Security (BTS), U.S.
Secret Service, U.S. Coast Guard, Emergency Preparedness and
Response, Science and Technology, and Information Analysis and
Infrastructure Protection,

BTS manages and coordinates port of entry activities and leads efforts to
create a border of the future that provides greater security through better
intelligence, coordinated national efforts, and unprecedented international
cooperation against terrorists, the instruments of terrorism and other
international threats.

BTS is the largest of the Directorates and is home to agencies such as the
Transportation Security Administration (TSA), U.S. Customs Service, the
security function of the former Immigration and Naturalization Service,
Animal & Plant Health Inspection Service and the Federal Law
Enforcement Training Center.

For more information about the Department of Homeland Security please
visit www.dhs.gov :

About Transportation Security Administration (TSA) |

The TSA was established following the enactment of the Aviation and
Transportation Security Act (ATSA) in November 2001. The agency’s
role is to protect the country’s transportation systems, including all
comimercial airports and to ensure freedom of movement for people and
commerce through the combined use of people, processes and the best
technologies. :

For more information about the Transportation Security Administration
please visit www.tsa.gov
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Company: QRSciences Holdings Limited
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HOMEX: Perth

Document Date: 4/1/05

Document Ref : 206

Release Time: Iimmediate

Subject: QRSCIENCES RELEASE OF ESCROW
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Sciences

Fuidings timited

4 January 2005

Company Announcement Office
Australian Stock Exchange Limited
4th Floor, 20 Bridge Street

Sydney NSW

QRSCIENCES HOLDINGS LIMITED
(ASX: QRS)

Dear Sir

In accordance with ASX Listing Rule 3.10A we hereby advise that the
following securities which were issued on the 19 January 2003 in relation to
the acquisition through takeover offer of shares in QR Sciences Limited will be
released from escrow on 12 January 2005.

12,822,665 fully paid ordinary shares.

2,909,533 options expiring 12 January 2006 exercise price 40 cents.

Yours Faithfully

ﬂda R

Raob Orr

Company Secretary
QRSciences Holdings Limited



Appendix 3B
New issue announcement

ASX LODGEMENT COVER PAGE

Company: QRSCIENCES HOLDINGS LIMITED
Code: QRS

. HOMEX: Perth

Document Date: 04/01/05

Document Ref : 205

Release Time: Immediate

Title: Appendix 3B

Rule 2.7, 3.10.3, 3.10.4, 3.10.5

+ See chapter 19 for defined terms.

1172003

Appendix 38 Page |
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Appendix 3B
New issue announcement

Appendix 3B

New issue announcement,

application for quotation of additional securities

and agreement

Information or documents not availoble now nrust be given 10 ASX as soon as avaoilable.  Informarion and
documents given 10 ASX become ASX s property and muy be made public.

Introduced 172796, Origin: Appendix 5. Amended 1748, 1:9/49, 1772000, 30:0:2001, 317372002, 17172003,

Name of entity

ORSciences Holdings Limited

ABN

27 009 259 876

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevant sections (eftach sheets if there is not enough space).

1

L

YClass of “securities issued or to be
issued

Number of *securities issued or to
be issued (if known) or maximnum
number which may be issued

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

Fully paid ordinary shares.

21,675,000 fully paid ordinary shares.

Fully paid ordinary shares.

+ See chapter 19 for defined 1enns,

Appendix 3B Page 2

17172003

11



Appendix 38
New issuc announcement

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

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

.

the date from which they do

the extent to which they
pacticipate for the next dividend,
(in  the case of a tust,
distribution) or interest payment
the extent 1o which they do not
rank equally, other than in
relation to the next dividend,
distribation or interest payment

5 Issue price or consideration

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

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

Number and  “class  of all
‘securities quoted on  ASX
(including the securities in clause
2 if applicable)

Yes.

20 cenis exercise price of Options.

Exercise of 20 cent Options expiring on 12
January 2005. The number of shares to be
issued will depend upon the level of conversion
by option holders.

3 February 2005.

Number “Class

199,419,611 Fully . paid ordinary
shares

32,606,334* 40 cent options 12
January 2006 expiry

-+ See chapter 19 for defined terms.

17172003

Appendix 3B Page 3
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Appendix 3B
New issue announcement

Number +(lass

9 Number and “class of all | 26,422,665 Fully paid ordinary
*securities not quoted on ASX shares
(including the securities in clause .

2 if applicable) 2,909,533 40 cents options 12
: January 2006 expiry
3,000,000 60 cent options 12
January 20006 expiry
3,000,000 $1.00  options 12
January 2006 expiry
14,988,528* A preference shares
l4,988,528* B preference shares
(*subjuct 1o takeover
Appendix 3B)

10 Dividend policy (in the case of a | The direciors of the Company are unable to
trust, distribution policy} on the | state when or if dividends will be paid in the
increased capital (interests) future, as the payment of dividends will depend

on the Company's profitability, financial
position and ¢ash requirements,
Part 2 - Bonus issue or pro rata issue

11 Is  security holder  approval
required?

12 Is the issue renounceable or ndn-
renounceable?

13 Ratio in which the “securities will
be offered

14 "Class of *securities to which the
offer relates

15 *Record  date  to defermime
entitlements

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

17 Policy for deciding entitfements in
relation Lo fractions

18 Names of countries in which the
entity has “*security holders who
will not be sent new issue
documents
Now: Security holders must be 10dd how their
entithanents are ta be dealt with.

Cross reference: rule 2.7
+ See chapter 19 for defined tenms.
Appendix 3B Page 4 1172003
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Appendix 3B
New issue announcement

19 Closing date  for receipt
acceptances or renunciations

of

+ See chapter 19 for defined terms.

17172003

Appendix 3B Page S
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Appendix 3B
New issue announcement

2]

22

23

24

25

26

27

28

29

30

31

Namnes of any underwriters

Amount of any underwriting fee or
conmission

Names of any brokers to the issue

Fee or commission payable to the
broker (o the issue

Amount of any bhandling fee
payable 1o Dbrokers who lodge
acceptances or renunciations 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
Disclogure Statement will be sent to
persons entitled

If the entity has issued options, and
the terms entitle option holders (o
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
entittements  in full through a
broker?

~ How do “security holders sell part

of their entitlements through a
broker and accept for the balance?

+ See chapter 19 for defined terms.

Appendix 3B Page 6

17172063
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Appendix 3B
New issue announcement

32 How do “securnty holders dispose
of their entitlements (except by sale
through a broker}?

33 *Despatch date

Part 3 - Quotation of securities

You need only complete this section if vou are applving for guotation of sceuritivs

34 Type of securities
{(rick one)

{a) & Securities described in Part |

{b) l:] All other securities

Exsmple: restricted sccuritics ai the end ol the escrowed perind, panly paid securities tiat become fully paid, employee
incentive share securities whon restriction ends, seeuriies isseed on expiry or conversion of convertible sectrities

Entities that have ticked box 34(a)

Additionsal securities forming a new class of securities

Tick 10 indicute you ave providing the information or
documents

35 D It the *secuiities are “equity securities, the names of the 20 fargest holders of the
additional “securilies, and the number and percentage of additional *securities held by
those holders

36 D IT' the *sccurilies are *equity securides, a distribution schedule of the additionai
“securities setting out the number of helders in the categories
1 -1,000
1.001 - 5,000
5,001 - 10,600
10,001 - 100,000
100,001 and over

37 D A copy of any trust deed for the additional *securilies

+ See chaprer 19 for defined terms.

17372003 Appendix 3B Page 7
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Appendix 3B
New issue announcement

Entities that have ticked box 34(b)

38

40

41

42

Number of secunities for which
*quetation is sought

Class of ‘securities for which
quotation is sought

Do the *securities rank equally in all
respects from the date of allotment
with an existing “class of gooted
*securities?

If the additional securities do not

rank equally, please siafe:

o the date from which they do

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

o 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 guotation
now

Examgie: In the case of restricied securities, end of
restriction peried

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

Number and “class of all “securities
guoted on ASX (including the
securities i clause 38)

Number

~Class

+ See chapter 19 for defined 1enns.

Appendix 3B Page &

1172003
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Appendix 33
New issue announcement

Quotation agreement

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

We warrant the following 10 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 (he “securities for sale within 12 months after their issue will
not require disclosure under section 707(3) or secton 1012C(6) of the
Corporations Act.

Note: An entity may need 7o oblain appropriate wasranties from subscribers for the securities in order 10 be able to ygive
dhis warranty

. Section 724 or section 1016L of the Corporations Act does not apply Lo any
applications received by us in relation to any “securities fo 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 fo the “securities to be quoled, 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 Corporations Act at the
time that we request that the “securities be quoted.

-+ See chapter 19 for defined terms.

17172003

Appendix 3B Page ¢
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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 er 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
documenis. We warrant that they are (will be) true and complete.

ﬂoia O

Sign here: Date: 4 January 2605
(Company secretary)

Print name: Rob Oir

+ See chapter 19 for defined tenms.

Appendix 3B Page 10 171720613
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Sciences

Holdings Limited

ASX LODGEMENT COVER PAGE

Company: QRSciences Holdings Limited

Code: QRS

HOMEX: Perth

Document Date: 24/12/04

Document Ref : 204

Release Time: immediate

Subject: QRSCIENCES BIDDER'S STATEMENT SENT TO OFFEREES

20




Sciences

Hoidings Umilted

Company Announcements Office
Australian Stock Exchange Limited

24 December 2004

QORSCIENCES HOLDINGS LIMITED (ASX:QRS) - NOTICE - BIDDER'S
STATEMENT SENT TO OFFEREES

QRSciences Holdings Limited ("Holdings”) gives notice that on 24 December
2004 it sent to all offerees the bidder’s statement (including the offer
document) dated 3 December 2004 in accordance with section 633(1) item 6 of
the Corporations Act 2001, together with the supplementary statement dated
22 December 2004. In addition, Holdings confirms that the date of the offers
is 24 December 2004.

Yours faithfully

/co% DN

Rob Orr ,
Company Secretary

21



ASX LODGEMENT COVER PAGE

Company: QRSciences Holdings Limited
Code: QRS

HOMEX: Perth

Document Date: 23/12/04

Document Ref : 203

Release Time: Immediate

Subject: Change of Directors interest

Sciences

Hoitdings Limited

22




Appendix 3Y

Change of Director’s Interest Notice

23

Appendix 3Y

Change of Director’s Interest Notice

Rule 3.194.2

information or documents not available now must be given to ASX as soon as available.  Information and
documents given 10 ASX become ASX s property and ray be inade public.

Introduced 30/49/2001,

Name of entity : ORSCIENCES HOLDINGS LIMITED

ABN: 27 009 259 876

We (the entity) give ASX the following information under listing rule 3.19A.2 and as agent for the
director {or the purposes of section 203G of the Corporations Act.

Name of Director

Simon Bedford

Date of last notice

Not applicable

Part 1 - Change of director’s relevant interests in securities

in the cose of a rust. this inciudes interests [a the trust made available by the responsible entity of the irus

Direct or indirect interest

Direct

Nature of indirect interest
{including registered holder)

refeviant inierest

Note: Provide details of the circumsiances giving rise o the

Date of change 23 December 2004
No. of securities held prior to change Nil

Class Fully paid Ordinary
Number acquired

Direct- 1,600,000 Fully paid Ordinary shares

+ See chapter 19 for defined tenms.

Appendix 3Y Page 2

30:9/2000




Appendix 3Y
Change of Director’s Interest Notice

24

Number disposed

Value/Consideration
Naote: 1f consideration is non-cash, provide details and estimared
valuation

Acquired via the Employee Share Plan for nil
consideration. Shares are restricted from
trading as approved at the General Meeting
of Shareholders dated 26 November 2004.

No. of securities held after change

Direct- 1,600,000 Fully paid Ordinary shares.

Nature of change

Example: on-market trade, off-market trade, exercise of options,
issue  of securities  under  dividend  reinvestment  plan,
panicipation in buy-hack

Employee Share Plan.

Part 2 -~ Change of director’s interests in contracts

Detail of contract Nil

Nature of interest

Name of registered holder
(if issued securities)

Date of change

No. and class of securities to which
interest related prior to change

Note: Details are only required for a contract in
refation 1o which the interest has changed

Interest acquired

Interest disposed

Value/Consideration
Note: H eonsideration is non<cash, provide details
and an estimated valuation

-+ See chapter 19 for defined terms.

307972001

Appendix 3Y Page 3




Appendix 3Y
Change of Director’s Interest Notice

Interest after change

+ See chapter 19 for defined 1enus.

Appendix 3Y Page 4

319:2001
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ASX LODGEMENT COVER PAGE

Company: QRSciences Holdings Limited
Code: QRS

HOMEX: Perth

Document Date: 23/12/04

Document Ref : 202

Release Time: Immediate

Subject: Change of Directors interest

Sciences

Maickings Limited

26




Appendix 3Y
Change of Director’s Interest Notice

Ruele 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

Information or documents not available now must be given to ASX as svon as aveilable. Information and
dociments given 10 ASX become ASX's property and may be made public.

Introducad 30/9/2001.

jName of entity : ORSCIENCES HOLDINGS LIMITED

ABN: 27 009 258 876

We (the entity) give ASX the following mformation under listing rule 3.19A.2 and as agent for the
divector for the purposes of section 203G of the Corporations Act.

Name of Director Gary Bruce Pennefather

Date of last notice 15 April 2004

Part 1 - Change of director’s relevant interests in securities
in.the case of a trust. this includes interésis in ihe irust mader available by the responsible entity of the triest

Direct or indirect interest Direct and indirect

Nature of indirect interest

{including registered holder)

Note: Provide detzils of the circunmtances giving rise w the
refevant interest.

Family Trust with relevant interesl

Date of change 23 December 2004

No. of securities held prior to change Indirect- 18,000 Options exercise price 20

cenls expiry date 12 January 2005.

Class Fully paid Ordinary

Number acquired
Direct- 1,600,000 Fully paid Ordinary shares

-+ See chapter 19 for defined terms.

Appendix 3Y Page 2 379200
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Appendix 3Y
Change of Dircctor’s Interest Notice

Number disposed

Value/Consideration
Note: I consideration is non-cash, provide details and estimared
valuarion

Acquired via the Employee Share Plan for nil
consideration. Shares are restricted from
trading as approved ai the General Meeting
of Shareholders dated 26 November 2004.

No. of securities held after change

Direct- 1,600,000 Fully paid Ordinary shares.
Indirect- 18,000 Options exercise price 20
cents expiry date 12 January 2005.

Nature of change

Foxample: on-market reade, off-market wade, exercise of options,
isstie  of  securities  under dividend reinvestment
pamicipation in buy-back

plan,

Employee Share Plan.

Part 2 - Change of director's interests in contracts

Delail of contract Nil

Nature of interest

Name of registered holder
(if issued securities)

Date of change

No. and class of securities to which

interest related prior to change
Note: Deails ase anly required for 2 contract in
refmion o which the interest has changed

Interest acquired

Interest disposed

+ See chapier 19 for defined terms.

30792001

Appendix 3Y Page 2



Appendix 3Y
Change of Dircctor’s Interest Notice

Value/Consideration

Note: I consideration is non-cash, provide details
and an estimated valuation

Interest after change

+ See chapter 19 for defined tenus.

Appendix 3Y Page 4

3079720010
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ASX LODGEMENT COVER PAGE

Company: QRSciences Holdings Limited
Code: QRS

HOMEX: Perth

Document Date: 23/12/04

Document Ref : 201

Release Time: Immediate

Subject: Change of Directors interest

Sciences

Holdings Limited
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Appendix 3Y
Change of Director’s Interest Notice

Rule 3.194.2

Appendix 3Y

Change of Director’s interest Notice

information or documents rot available now must be given 10 ASX o5 soon as evailable.  Information and
documents given 10 ASX become ASX s property and may be nade public.

Introducad 304972001,

Name of entity : ORSCIENCES HOLDINGS LIMITED

ABN: 27 009 259 876

We (the enfity) give ASX the following infornation under listing rule 3.19A.2 and as agent for the
director {or the purposes of section 205G of the Corporations Act.

Name of Director Kevin Lee Russeth
Date of last notice 1 December 2004

Part 1 - Change of director’s relevant interests in securities
In the case of a trust, this includes intevesis in the st mader availahle kv the responsible entity of the tris

Direct or indirect interest

Direct and indirect

Nature of indirect interest
(including registered holder)

Note: Provide details of the circumstances giving rise ta the
relevant interest.

Holding Company with relevant interest

Date of change

23 December 2004

No. of securities heid prior to change

Indirect- 1,622,500 Fully paid Ordinary
shares. '
Direct- 977,500 Fully paid Ordinary shares.
Direct- 1,250,000 Options exercise price 40
cents expiry date 12 January 2006.

Direct- 1,250,000 Options exercise price 60
cents expiry date 12 January 2006.

Direct- 1,250,000 Options exercise price
$1.00 expiry date 12 January 2006.

Class

Fully paid Ordinary share

+ See chapter 19 for defined 1enns,

Appendix 3Y Page 2

3092000
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Change of Director’s Interest Notice

Number acquired

Direct- 8,000,000 Fully paid Ordinary shares

Number disposed

Value/Consideration
Note: It consideration is non-cash, provide details and estimared
valuation

Acquired via the Employee Share Plan for nil
consideration. Shares are resiricted from
trading as approved atl the General Meeting
of Shareholders dated 26 November 2004,

No. of securities held after change

Indirect-1,622,500 Fully paid Ordinary
shares.

Direct- 8,977,500 Fully paid Ordinary shares.
Direct- 1,250,000 Options exercise price 40
cents expiry date 12 January 2006.

Direct- 1,250,000 Options exercise price 60
cents expiry date 12 January 2006.

Direct- 1,250,000 Options exercise price
$1.00 expiry date 12 January 2006.

Nature of change

Example: en-market trade, of-market wrade, exercise of options,
isstie  of securities  under dividend reinvestment  plan,
participation in buy-back

Employee Share Plan.

Part 2 - Change of director’s interests in contracts

Detail of contract Nil

Nature of interest

Name of registered holder
(if issued securities)

Date of change

+ See chapter 19 for defined terms.

3972001

Appendix 3Y Page 3




Appendix 3Y
Change of Director’s Interest Notice

No. and class of securities to which

interest relfated prior to change
Note: Details are only required for a comraet in
refation 10 which the interest has changed

Interest acquired

Interest disposed

Value/Consideration
Note: If consideration is non-cash, provide details
and an estimated valuation

Interest after change

-+ See chapter 19 for defined tenns.

Appendix 3Y Page d

307972000
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Appendix 3B
New issue announcement

ASX LODGEMENT COVER PAGE

Company: QRSCIENCES HOLDINGS LIMITED
Code: QRS

HOMEX: Perth

Document Date: 23/12/04

Document Ref : 200

Release Time: Immediate

Title: Appendix 3B

Rule 2.7, 3.10.3, 3.10.4, 3.10.5

-+ See chapter 19 for defined terms.

L2003

Appendix 38 Page |
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Appendix 3B
~ New issue announcement

Appendix 3B

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

information or documents not availahle nosw mrust he given 10 ASX as soon as available.  Information and
docunents given 10 ASX become ASX's property and may be made public.

Introduced 1:796. Origin: Appendix 3. Amended 157798, 1089, 1772000, 30:9/2001, 317372002, 17122003

Name of entity
IRSciences Holdings Limited

ABN
7 009 259 876

We (the entity) give ASX the following information.

Part 1 - All issues

You must complere the refevant sections (attach sheels if there is not enough space).

I 'Class of “securides issued or o be | Fully paid ordinary shares.
issued

2 Number of “securities issued or to | 13,600,000 fully paid ordinary shares.
be issued (if known) or maximum
number which may be issued

Lad

Principal terms of the “securities | Fully paid ordinary shares.
(eg, if options, exercise price and
expirv  date; if  partly  paid
‘securities, the amount outstanding
and due dates for pavment; if

“convertible securities, the
conversion price and dates for
conversion)

+ See chapter 19 for defined tenms.

Appendix 3B Page 2 1172003
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New issue announcement

4 Do the *securities rank equally in all
respects from the date of allotment
with an existng ‘class of guoted
*securities?

I the additional securilies 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

e 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) '

7 Dates of entering "securities inlo
uncertificated holdings or despatch
of certificates

2 Number and “class of all
‘securities quoted on  ASX
(including the securities in clause
2 if applicable)

Yes.

Nil consideration

Employee Share Plan. Shares are restricted from
trading as approved at the General Meeting of
Shareholders dated 26 November 2004,

To be advised.

Number “Class

177,744,611 Fully paid ordinary
shares

21,675,000 20 cent opuons 12
January 2005 expiry

32,606,334* 40 cent options 12
January 2006 expiry

+ See chapter 19 for defined terms.

17172003

Appendix 3B Page 3
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Number and “class  of all
*securities not quoted on ASX
(including the securities in clause
2 if applicable)

Dividend policy (in the case of a
trust, distribution policy} on the
increased caphal (interests)

Number *Class

26,422,665 Fully paid ordinary
shares

2,909,533 40 cents options 12
January 2006 expiry

3,000,000 60 cent oplions 12
January 2006 expiry

3,000,000 $1.00 options 12
January 2006 expiry

14,988 528* A preference shares

14,968,528*

(*subject 10
Appendix 3B)

takeover

B preference shares

The directors of the Company are unable fo
state when or if dividends will be paid in ihe
future, as the payment of dividends will depend

on the Company’s profitability, financial
position and cash requirements.
Part 2 - Bonus issue or pro rata issue
11 Is  security holder  approval
required?
12 Is the issue renounceable or non-
renounceable?
13 Ratio in which the “securities will
be offered
14 “Class of “securities to which the
offer relates
15 *Record  date  to deternune
entitlements
16 Will holdings on different registers
(or subregisters) be aggregated for
calculating entitlensents?
17 Policy for deciding entitiensents in
relation to fractions
18 Names of countries in which the
entity has “*securily holders who
will not be sent new issue
docunients
Nute: Security holders must be told how their
entitkeents are 10 be dealt with.
Cross reference: mile 7.7
+ See chapter 19 for defined terms.
Appendix 3B Page 4 17172003
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19 Closing date for receipt
acceptances or renunciations

of

-+ See chapter 19 for defined terms.

1712003

Appendix 38 Page S
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New issue announcement

20

23

24

23

26

27

28

29

30

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 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 Staiement will be 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
entilements  in filll through a
broker?

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

+ See chapter 19 for defined tenms.
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Appendix 38
New issue announcement

32 How do “securily holders dispose
of their entitlernents (except by sale
through a broker)?

33 “Despatch date

Part 3 - Quotation of securities

You need only complete this section [f you are applying for guotation of securities

34 Type of securities
{tick one)

(a) % Securities described in Part 1

“(b) D All other securities

Examplc: restricted secutitics ri the end of the escrowed pesiod, parily paid securities that becoms fully paid, emplayee
incentive share secunities when restriction ends, seeursiiies issuetd on expiry or conversion of convertible seeurities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities

Tick 10 indicate you are providing the information or
documents

35 If the “securities are “equity secuiities, the names of the 20 largest holders of the
additional *securities, and the number and percentage of additional *securities held by
those holders

36 D If the *securities are “equity securities, a distribution scheduie of the additional
“securities setiing out the number of holders in the categories

I - 1,000
1.001 - 5,000
5.001 - 10,000

10,001 - 100,000
100,001 and over

37 l:! A copy of any trust deed for the additional “securities

+ See chapter 19 for defined terms.
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New issue announcement

Entities that have ticked box 34(b)

38

40

41

42

Number of securities for which
*guotation is sought

Class of  “securities for which
quotation is sought

Do the *securities rank equally in ali
respects from the date of allotment
with an existing “class of quoted
*securities?

I the additional securities do not

rank equally, please state:

e the date from which they do

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

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

Reason for request for quotation

now

Example: in the case of restricted securities, end of
restrietion period

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

Number and “class of all *securities
guoted on ASX (ircluding the
securities in clause 38)

Number

*Class

+ See chapter 19 for defined 1enms.
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Appendiz 3B
New issue announcement

Quotation agreement

]

[

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

We warrant the [ollowing 10 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 disclesure under section 707(3) or secuon 1012C(6) of the
Corporations Act.

Nafe: An ontity may need to obiain appropriate warranties from subseribers for the seourities in order 1o be able o give
s wasranty

. Section 724 or section 1016L of the Corporations Act does not apply to any
applications received by us in relation to any “securities 1o 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 io the *securities to be quoted, it has been
provided at the time that we request that the “securities be quoted.

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

+ See chapter 19 for defined terms.
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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. We warrant that they are (will be) true and complete.

ﬂofb i

Sign here: Date: 23 December 2004
(Company secretary)

Print name: Rob Orr

+ See chapter 19 for defined tenms.
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QRSciences Holdings Limited
ABN 27 009 259 876

Notice of General Meeting

A general meeting of shareholders of QRSciences Holdings Limited will be held at The Sebel Perth
Hotel, 37 Pier St Perth, Western Australia on 24 January 2005 commencing at 9.00am WST to
consider and pass the following motions:

1. * Ratification of Previous QRSH Options Issue

As an ordinary resolution:

That, for all purposes, the shareholders of the Company ratify the previous allotment and
issue of QRSH Options to the parties, for the purposes and on the terms set out in the
Explanatory Statement.

2. Amendment of Constitution
As a special resolution:

That, for all purposes, the constitution of the Company be amended with immediate
effect in the manner set out in the Explanatory Statement.

3. Approval of Terms of Converting Preference Shares
As a special resolution:

That, subject to resolution 2 being passed, for all purposes, the shareholders of the
Company approve the issue of the converting preference shares on the terms set out in
the Explanatory Statement,

Voting Exclusion

The Company will disregard any votes cast on resolution 1 by any person who received the QRSH
Options and their associates, unless cast by a person as proxy for a person who is entitled to vote
(in accordance with the directions on the proxy form) or a person chairing the meeting as proxy for
a person who is entitled to vote (in accordance with a direction on the proxy form to vote as the
proxy decides).

Explanatory Statement

The Explanatory Statement accompanying this Notice of General Meeting is incorporated in and
comprises part of this Notice of General Meeting.

Shareholders are specifically referred to the Glossary in the Explanatory Statement which contains
definitions of capitalised terms used both in this Notice of General Meeting and Explanatory
Statement.
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Who May Vote

The Company is permitted to specify a time, not more than 48 hours before the meeting, at which a
“snap-shot” of Shareholders will be taken for the purposes of determining Shareholder
entitlements to vote at the meeting.

The Directors have determined that all Shares quoted on ASX at 5.00pm (WST) on 22 January 2005
shall, for the purposes of determining voting entitlements at the General Meeting, be taken to be
held by the persons registered as Shareholders at that time.

Proxies
Please note that:

(a) a member of the Company entitled to attend and vote at the General Meeting is entitled to
appoint a proxy;

(b) a proxy need not be a member of the Company; and

(€) a member of the Company entitled to cast two or more votes may appoint two proxies
and may specify the proportion or number of votes each proxy is appointed to exercise,
but where the proportion or number is not specified, each proxy may exercise half of the
votes. '

The enclosed proxy form provides further details on appointing proxies and lodging proxy forms.

Corporate Representative

Any corporate Shareholder who has appointed a person to act as its corporate representative at the
meeting should provide that person with a certificate or letter executed in accordance with the
Corporations Act authorising him or her to act as that company’s representative. The authority
may be sent to the Company and/or registry in advance of the meeting or handed in at the meeting
when registering as a corporate representative. An Appointment of a Corporate Representative
form is enclosed if required.

By Order of the Board of Directors

[k O |

Rob Orr
Company Secretary
QRSciences Holdings Limited

22 December 2004
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QRSciences Holdings Limited
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Explanatory Statement

This Explanatory Statement has been prepared for the information of Shareholders in connection
with business to be conducted at a general meeting to be held at The Sebel Perth Hotel, 37 Pier St
Perth on 24 January 2005 commencing at 9.00am WST.

Its purpose is to provide Shareholders with all information known to QRSciences which is material
to a decision on how to vote on the motions in the accompanying Notice of General Meeting and it
should be read in conjunction with the Notice of General Meeting.

Capitalised terms. in this Explanatory Statement are defined in the Glossary.

1. The Motions

1.1 Resolution 1 - Ratification of Previous QRSH Option Issue

QRSciences has issued 10,857,870 QRSH Options to various sophisticated investors, being
chients of EG Capital, as a free attaching option for a capital raising completed on 17
September 2004. :

ASX Listing Rules

Listing Rule 7.1 provides that a company must not, without prior approval of
shareholders, issue equity securities if the equity securities will in themselves or when
aggregated with the securities issued by a company during the previous 12 months,
exceed 15% of the number of securities on issue at the commencement of that 12 month
period.

Listing Rule 7.4 states that an issue by a company of securities made without approval
under Listing Rule 7.1 is treated as having been made with approval for the purpose of
Listing Rule 7.1 if the issue did not breach Listing Rule 7.1 and the company’s members
subsequently approve it.

The QRSH Options the subject of resolution 1 were issued on 17 September for no
consideration on the terms set out in Annexure A to this Explanatory Statement and
ranking equally with the existing QRSH Options on issue at that time.

No funds were raised from the issue of these QRSH Options as they were issued as free
attaching options in a capital raising in which funds were to be used for the working
capital of QRSciences. QRSciences will receive funds should these QRSH Options be
exercised.

Directors’ Recommendation

The Board believes that the ratification of the above issue of QRSH Options is beneficial
for the Company and recommends that Shareholders vote in favour of the resolution. It
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1.2

will allow the Company to retain the flexibility to issue further securities representing up
to 15% of the Company’s share capital during the next 12 months.

Resolution 2 - Amendment of Constitution
Background

As announced to ASX on 27 October 2004, the Company is currently undertaking an off-
market takeover bid for all of the shares in QR Sciences Limited (“QRL”) not owned by
the Company (“Takeover Bid”).

Under the Takeover Bid, QRSciences is offering 5 Preference Shares and 1 QRSH Option
for every 2 QRL shares held. | '
The Preference Shares to be issued to each QRL shareholder accepting the Takeover Bid
will be comprised equally of A Preference Shares and B Preference Sharess. The Preference
Shares will convert into QRSH Shares on a one for one basis by no later than December 31,
2005 in the case of A Preference Shares and December 31, 2006 in the case of B Preference
Shares. The Preference Shares will not be transferable, other than with the consent of
QRSciences. No application will be made for official quotation of the Preference Shares
on ASX. The terms of the Preference Shares are further detailed in section 1.3 below.

Amendment of the Constitution

In order to issue the Preference Shares, the following amendments to the Constitution are
required:

(a) regulation 5.2 of the Constitution is deleted and replaced with the following:
“5.2 Subject to the Corporations Act, the Divectors may issuc:
{a) redeemable or non-redeemable preference shares;
{(b) redecmable convertible preference shares;
{c) non-redeemable convertible preference shares; or
{d) non-redeemable converting preference shares,

which are expressed to be issued on and subject to the terms and conditions of
this Regulation 5 (“Preference Shares”).”; and

(b) regulation 5.4{c) of the Constitution is deleted and replaced with the following;

“(c) the right in priority to any payment of dividend on any other cluss of shares
(subject to the rights attaching to any other class of shares on issue as at the
daie of first issue of any Preference Shares) to a fixed, cumulative or a ron-
cumulative preferential dividend at the rate of dividend determined by the
Directors and specified in the Cerlificate or statement issued pursuant to

2
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Regulation 5.7 hercof payable in respect of each Preference Share, on the
dividend dates applicable thereto.”

Resolution 2 seeks Shareholder approval for these amendments to the Constitution.
Directors’ Recommendation

The above amendments to the Constitution are necessary to allow the Company to issue
the Preference Shares under the Takecover Bid for QRL and accordingly, the Directors
recommend that Shareholders vote in favour of the resolution.

13 Resolution 3 - Approval of Terms of Converting Preference Shares

Section 254A(2) of the Corporations Act provides a company can issue preference shares
only if the rights attached to the preference shares with respect to certain matters are set
out in the company’s constitution or have been otherwise approved by special resolution
of the company.

As the Constitution does not set out the rights of preference shares in respect of all of
those matters, it is necessary to have the terms of the Preference Shares to be issued
approved by Shareholders. Accordingly, approval is also sought for the purposes of
section 254A(2) of the Corporations Act.

The terms of the A Preference Shares (including in relation to the matters set out above)
are set out in full in Annexure B to this Explanatory Statement. The terms of the B
Preference Shares are the same as the A Preference Shares, other than B Preference Shares
automatically convert into QRSH Shares on 31 December 2006. The A and B Preference
Shares automatically convert into QRSH Shares earlier if certain prescribed events occur.
These events are set out in Annexure B to this Explanatory Statement in the context of A
Preference Shares, though the same events apply to B Preference Shares.

Direclors’ Recommendation

Shareholder approval is required for the issue of the Preference Shares under the
Takeover Bid for QR Sciences Limited and accordingly, the Directors recommend that
Shareholders vote in favour of the resolution.
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2. Glossary

In this Explanatory Statement, the following terms have the following meanings unless
the context otherwise requires:

A Preference Shares  means converting preference shares in the capital of the
Company on the terms and conditions detailed in Annexure B.

Annexure annexure to this Explanatory Statement.
ASX ‘ Australian Stock Exchange Limited ABN 98 008 624 691.

ASX Listing Rules official listing rules of ASX.
and Listing Rules ‘

B Preference Shares  converting preference shares in the capital of the Company on
the terms and conditions detailed in section 1.3 of the
Explanatory Statement.

Board board of Directors.

Company or QRSciences Holdings Limited ABN 27 009 259 876.
QRSciences

Constitution constitution of QRSciences.

Corporations Act - Corporations Act 2001 (Cth).

Director director of QRSciences.

Preference Shares A Preference Shares and B Preference Shares.

QRSH Option option to acquire 1 QRSH Share exercisable at 40 cents at any

time before 5.00 pm (WST) on 12 January 2006 on the terms and
conditions set out in Annexure A to the Explanatory Statement.

QRSH Share fully paid ordinary share in the capital of QRSciences.

Shareholder holder of a QRSciences Share.
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Annexure A
QRSH Option Terms

(a) Exercise Date

The QRSH Options are exercisable wholly or in part at any time before 5.00 pm (WST) on
12 January 2006. QRSH Options not exercised by that date shall lapse.

(b) Exercise Price

Each QRSH Option shall entitle the optioriholder to acquire one QRSH Share upon
payment of the sum of 40 cents per QRSH Option to the Company.

(© Notice of Exercise

Each QRSH Option may be exercised by notice in writing to the Company at any time
before their date of expiry. Any notice of exercise of an QRSH Option received by the
Company will be deemed to be a notice of the exercise of that QRSH Option as at the date
of receipt.

(d) Quotation of Options and Shares on Exercise

Appilication may be made to ASX for official quotation of the QRSH Options. Application
will be made for official quotation of the QRSH Shares issued upon exercise of QRSH
Options. The QRSH Options are transferable as the optionholder thinks fit.

(e) Participation Rights or Entitlements

There are no participating rights or entitlements inherent in the QRSH Options and
optionholders will not be entitled to participate in new issues of securities offered to
shareholders during the currency of the QRSH Options. However, the Company will
ensure that for the purposes of determining entitlements to any such issue, the record
date will be at least 10business days after the issue is announced so as to give
optionholders the opportunity to exercise their QRSH Options before the date for
determining entitlements to participate in any issue.

1§3) Shares Allotted on Exercise

QRSH Shares allotted pursuant te the exercise of QRSH Options will be allotted following
receipt of all the relevant documents and payments and will rank equally with other
issued shares in the Company.

(® Reconstruction of Share Capital

In the event of a reconstruction (including consolidation, subdivision, reduction or return)
of the issued capital of the Company, all rights of the optionholder shall be reconstructed
in accordance with the ASX Listing Rules.
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(h) Bonus Issues

1f, from time to time, before the expiry of the QRSH Options, the Company makes a pro
rata issue of shares to shareholders for no consideration, the number of shares over which
an QRSH Option is exercisable will be increased by the number of shares which the
optionholder would have received if the QRSH Option had been exercised before the date
for calculating entitlements to the pro rata issue. ‘
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Annexure B
A Preference Share Terms

11

QRSCIENCES HOLDINGS LIMITED
ABN 27 009 259 876

“A” PREFERENCE SHARES
Terms and Conditions

DEFINITIONS AND INTERPRETATION
Definitions
In this document:

“A Preference Share” means a non-cumulative, non-redeemable converting preference
share in the capital of the Company issued on the terms set out in this document;

“Associated Company” means any:

(a) related body corporate of the Company within the meaning of section 50 of the
Corporations Act; and

(b) any entity designated by the Board in its discretion to be an associated Company;
“ASX” means Australian Stock Exchange Limited;

“B Preference Share” means a B Preference Share issued (or to be issued) by the
Company;

“Bonus Issue” means an allotment by the Company to holders of Ordinary Shares of
Securities in the Company for no consideration;

“Business Day” means Monday to Friday inclusive except any day that ASX declares is
not a business day;

“Company” means QRSciences Holdings Limited (ABN 27 009 259 876);
“Constitution” means the constitution of the Company, as amended from time to time;

“Conversion” means the conversion of the A Preference Shares into Ordinary Shares in
accordance with the terms of this document and “Convert” shall have a corresponding
meaning;

“Conversion Date” has the meaning set out in clause 5(g);
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“Conversion Multiple” means 1;

“Corporations Act” means the Corporations Act 2001 (Cth) as amended, consolidated or
replaced;

“Dividend Calculation Date” means on and from the Issue Date, every 30 June up to and
including the Conversion Date;

“Holder” means the registered holder of an A Preference Share;

“Issue Date” means the date on which an A Preference Share is issued;

“Issue Price” means the issue price of an A Preference Share;

“Listing Rules” means the Listing Rules of ASX, as amended, consolidated or replaced;

“Non-Cumulative Preference Dividend” means a non-cumulative preference dividend of
10% per annum on the Issue Price, calculated on the Dividend Calculation Date and
payable in accordance with clause 3;

“QOrdinary Share” means a fully paid ordinary share in the capital of the Company;
“QRL” means QRSciences Limited ABN 84 071 648 309;

“Rights Issue” means an offer or invitation by the Company made to holders of Ordinary
Shares on a pro rata basis to subscribe for Securities of the Company or any other entity
(whether reasonable or otherwise);

“Securities” means shares, debentures, debenture notes and any options to subscribe for
the same; and

“Special Consent” means:

{(a) a resolution passed by not less than three-quarters of the Holders holding not
less than three-quarters of the A Preference Shares for the time being in issue,
passed at a general meeting of the Holders; or

(b) a consent in writing signed by not Jess than three-quarters of the Holders holding
not less than three-quarters of the A Preference Shares for the time being in issue.

1.2 Interpretation
(a) A reference to a clause is a reference to a clause of this document.

{b) Unless the context otherwise requires, words defined in the Constitution have
the same meaning in this document.
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RIGHTS, POWERS AND PRIVILEGES

(a)

(b)

(c}

(d)

The A Preference Shares are issued on and subject to the terms and conditions of
Regulation 5 of the Constitution.

The Constitution applies to each Holder and to the A Preference Shares except to
the extent that the terms of this document conflict with the terms of the
Constitution.

Where the terms of this document conflict with the terms of the Constitution, the
terms of this document prevail as between the Company and each Holder.

If any provision of this document is or becomes inconsistent with the Listing
Rules, this document is deemed t6 be amended to the extent of the inconsistency.

DIVIDENDS

(@)

(b)

(c)

(d)

(e)

(f)

Subject to clause 3(b), each A Preference Share confers on its Holder the right to
receive the Non-Cumulative Preference Dividend in accordance with this
clause 3.

Non-Cumulative Preference Dividends shall be paid if there are funds of the
Company legally available to pay the Non-Cumulative Preference Dividend ona -
Dividend Calculation Date and if the Company resolves to pay the Non-
Cumulative Preference Dividend out of these funds.

For the avoidance of doubt, if Non-Cumulative Preference Dividends are not
declared as at a Dividend Calculation Date, the Non-Cumulative Preference
Dividend shall not accumulate and shall not be payable by the Company.

Except as provided in this clause 3, A Preference Shares are not entitled to
participate in the profits of the Company, either before or after the winding up of
the Company.

If a Non-Cumulative Preference Dividend is declared as at a Dividend
Calculation Date, the Company must apply its profits in that financial year
towards the Non-Cumulative Preference Dividend before any other distribution
of profits.

For the avoidance of doubt, a declared Non-Cumulative Preference Dividend
accrues on a Dividend Calculation Date and Holders are not entitled to a pro rata
Non-Cumulative Preference Dividend in respect of any proportion of the period
between each Dividend Calculation Date.

The Non-Cumulative Preference Dividend accruing and payable on each
Dividend Calculation Date under this clause 3 is pavable 14 days after the
Dividend Calculation Date.
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(h) If the Company does not pay a Non-Cumulative Preference Dividend within
14 days after the Dividend Calculation Date, the A Preference Share does not

confer the right to interest on the unpaid part of the Non-Cumulative Preference
Dividend.

(i) Non-Cumulative Preference Dividends are payable to the Holders as they appear
in the register for A Preference Shares on the record date set for this purpose by
the Company.

4. VOTING RIGHTS, NOTICE OF MEETING

(a) Without prejudice to any other right, power or privilege conferred on a Holder,
each A Preference Share confers on its Holder the same rights as a holder of
Ordinary Shares to:

(i) receive notice of any general meeting of the Company and reports and
audited accounts; and

(ii) attend at any general meeting of the Company.

(b) A Holder is entitled to vote and speak at any meeting of the Company in the
following circumstances and in no others:

i) during a period in which a Non-Cumulative Preference Dividend (or part
of a Non-Cumulative Preference Dividend) in respect of an A Preference
Share is in arrears;

(ii) on a proposal to reduce the share capital of the Company;

(iii) on a resolution to approve the terms of a buy-back agreement;

(iv) on a proposal that affects rights attached to the A Preference Shares;

(v) on a proposal to wind up the Company;

(vi) on a proposal for the disposai of the whole of the Company’s property,

business and undertaking; or
{vii) during the winding up of the Company.

(¢c) A Holder entitled to vote under clause 4(b) is entitled to exercise 1 vote on a
show of hands and 1 vote on a poll for each A Preference Share held.

8. CONVERSION OF A PREFERENCE SHARES

(a) On the Conversion Date, all A Preference Shares automatically convert inta that
number of Ordinary Shares equal to that number of A Preference Shazes
multiplied by the Conversion Multiple.
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(e)

For the avoidance of doubt, conversion of the A Preference Shares prior to the
Conversion Date is not permitted.

Each A Preference Share which is Converted on the Conversion Date under this
clause 5 confers on its Holder the right to receive the Non-Cumulative Preference
Dividend which is declared and due to accrue on any Dividend Calculation Date
which occurs on or before the Conversion Date. '

From the date of its issue under this clause 5, each Ordinary Share forms part of
the class of Ordinary Shares in the capital of the Company and ranks pari passu
with the Ordinary Shares then on issue including dividends declared on

Ordinary Shares in respect of the financial year in which Conversion occurs,
.

. \ - . ‘
As soon as practicable after the Conversion of a Holder’s A Preference Shares:

(i) the Holder must, if required by the Company, surrender to the Company
the statements representing the A Preference Shares which have been
converted (or other evidence of title for those A Preference Shares); and

(ii) the Company shall dispatch statements in respect of the Ordinary Shares
resulting from the Conversion.

This clause does not limit the Company’s ability to deal with A Preference Shares
in accordance with the Corporations Act and does not affect the terms on which
A Preference Shares may be cancelled under a reduction of capital, share buy
back or other form of capital reconstruction implemented in accordance with the
Corporations Act.

The Conversion Date means the first to occur of:
i) one or more of the following events occurring;

(A) a person acquires a relevant interest in more than 20% of the
Ordinary Shares;

(B) a person makes a takeover offer for Ordinary Shares in
accordance with Chapter 6 of the Corporations Act;

© a person acquires a relevant interest in 20% or more of the
Ordinary Shares as a result of:

n a scheme of arrangement under section 411 of the
Corporations Act;

(an an acquisition or issue of Ordinary Shares approved
under section 611 of the Corporations Act; or

wl
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(1 an acquisition or issue of Ordinary Shares other than
under the creep provisions under section 611 of the
Corporations Act; or

(D} the Company or QRL {for so long as it remains an Associated
Company) announces the intentgon to sell or dispose of either
the main undertaking or a substantial part of the main
undertaking of the Company, or QRL (for so long as it remains
an Associated Company); ‘

(ii) the Company announces ifs intention to undertake a Rights Issue which
would result in an increase in the issued share capita) of the Company to
120% or more of the Company’s issued share capital immediately before
that announcement; :

(iii) the Company announces its intention to undertake a Bonus Issue of
Ordinary Shares which would result in an increase in the issued share
capital of the Company to 120% or more of the Company’s issued share
capital immediately before that announcement; and

(iv) 31 December 2005.
6. PARTICIPATION IN NEW ISSUES

There are no rights or entitlements inherent in the A Preference Shares and Holders will
not be entitled to participate in issues of new Securities offered to holders of Ordinary
Shares or any bonus issues of Securities.

7. ADJUSTMENT FOR CAPITAL RECONSTRUCTION

If at any time there is a reorganisation of the capita) of the Company, the number of A
Preference Shares, the Issue Price and the Conversion Multiple will, in accordance with
the Listing Rules, be reorganised such that the Holders do not receive a benefit that
holders of the Qrdinary Shares do not receive. Such reorganisation shall not be an
amendment to which clause 13 applies and shall not be otherwise treated as a variation of
class rights,

8. RETURN OF CAPITAL IN A WINDING UP

(@) . Subject to clause 8(b), the Holders are not entitled to participate in the surplus
assets or profits of the Company in a winding up.

(b) Each A Preference Share confers on its Holder the right to payment in cash of the
following in a winding up in priority to any other class of shares in the
Company:

() the Issue Price; and

(ii) any arrears of a declared Non-Cumulative Preference Dividend.
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9. OTHER PREFERENCE SHARE ISSUES

(a) The Company must not without Special Consent issue any other preference
shares (including, without limitation, preference shares which are participating
or non-participating, redeemable or non-redeemable and whether carrying a
dividend the same as or different from the A Preference Shares) ranking in
priority to the A Preference Shares, provided that nothing in this clause will limit
the ability of the Company to issue the B Preference Shares.

(b) The Company may, subject to the Corparations Act and the Listing Rules, issue
further A Preference Shares ranking pari passu with the A Preference Shares and
B Preference Shares ranking peri passu with the B Preference Shares.

(c) The Holders constitute one class of shareholders for the purpose of the
Constitution.

10. REDEMPTION OF A PREFERENCE SHARES

The A Preference Shares are non-redeemable.

1. LISTING OF A PREFERENCE SHARES

(a) The Company will not apply for official quotation of the A Preference Shares on -
ASX.
(b) The Company will apply for official quotation on ASX of Ordinary Shares issued

as a result of the Conversion of A Preference Shares within 10 Business Days of
the Conversion Date or as otherwise required by the Listing Rules.

12. TRANSFER OF A PREFERENCE SHARES

The A Preference Shares are not transferable {other than with the consent of the Company
and provided that the Constitution, the Listing Rules and the Corporations Act are
complied with).

13. AMENDMENT OF THIS DOCUMENT
This document may only be amended:
(a) by Special Consent; and

(b) if the Constitution, the Listing Rules and the Corporations Act are complied with.
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QRSciences Holdings Limited

ABN 27 009 258 876
Proxy Form
1 | SHAREHOLDER S
Name, address and daytime telephone number of Name
shareholder of QRSdences Holdings Limited PYBIE - vverrrre st s
ABIeSS .o b
Daytime phone no SRR
2 | APPOINTS ] Insert here the name of the person you wish to appoint

as proxy; shareholders cannot appoint themselves,
If vou appoeint the Chairman as your proxy, but do not

wish to direct your proxy how to vate on a Resolution, you
must place a mark in the box below headed “Proxy’s
Discretion” in respect of that Resolution. By marking this
box, you acknowledge that the Chairman may exercise
your proxy even if he has an interest in the outcome of the
resolution and votes cast by him other than as proxy holder

Name of proxy - please print

will be disregarded because of that interest. OR, if no person is named, the Chairman of the
If you appoint the Chairman as your proxy, but do not ’ meeting to vote in accordance with the following
mark any bex, the Chairman will be unable lo exercise your directions or, if no directions have been given, as the
proxy vote. _ Proxy (other than the Chairman) sees fit at the General
1f you appoint the Chairman as your proxy and place a Meeting Uf the Company t(" be held on 24 J'anuary 2005
mark in anv box below headed “Proxy’s Discretion”, the commencing at 9.00am WST and at any adjournment
Chairman intends to exercise your pr;)xy to vote in favour thereof.
of that resolution.
3 | SIGNATURE OF SHAREIIOLDER(S)
All single or joint holders of shares must sign this form. 0
Signature Signature Signature

L | L l

Date

or in the case of a company | ]

The COMMON SEAL of the company is affixed in )

accordance with its constitution in the presence )

of:/Executed by the company by its duly authorised )

officers in accordance with sub-section 127 of the )

Corporations Act 2001:* )
........................................................................... Signature Of Direc‘Or
........................................................................... Name of Director (Print)
........................................................................... Sjgnature of Diredor/Secretary

........................................................................... Name Of Dirt’(‘tm‘/St’(‘remr_l/ (Print)

or signed by .o e e under Power of Attarney on behalf of the compuny.

*  delete as appropriate

This proxy form must be signed by the shareholder and, in the case of joint shareholders, by each of the joint
shareholders. In the case of a corporation, this proxy form must be executed in accordance with section 127 of the
Corporations Act 2001. In the case of a Sole Director/Secretary company, please indicate “Sole Director”. If this
proxy form is signed under Fower of Attorney the original Power of Attorney (or a copy certified as a true copy by
statutory declaration) must be forwarded with the proxy form.
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QRSciences Holdings Limited
ABN 27 009 259 876

4  PROXY'S VOTING ]
INSTRUCTIONS AGAINST PROXY'S

. (OPTIONAL)

ABSTAIN

1 Previous QRSH Option Issue L

2  Amendment of Constitution L I L ] L

3 Approval of Terms of Converting
Preference Shares

If you wish to direct your proxy how to vote, place a mark on the appropriate box. If a mark is placed in a
box, your total shareholding will be voted in that manner. You may, if you wish, split your voting direction
by inserting the number of shares you wish to vote in the appropriate bex. The direction will be invalid if a
mark is made against more than one box for a particuiaf‘ item, or, if you have split your direction, if the total
shareholding shown in “FOR”, “ACAINST", “ ABSTAIN” and “PROXY’S DISCRETION” boxes is more than
your total shareholding on the share register. Each person who atlends the meeting is entitled 1o one vote
only on a show of hands. A person who holds proxies for mere than one shareholder cannot vote on a show
of hands if he or she holds proxies directing him or her to vote both for and against a resolution.

5 ' APPOINTMENT OF A SECOND
. PROXY (OPTIONAL)

A shareholder is entitled to appoint up to two persons

If you want to appoint two proxies you
may state here the percentage of your
voting rights applicable to this proxy form.

If you do not specify a particular
percentage, each proxy is entitled 1o
exercise  50% of your voting rights

applicable to this proxy form.

{whether shareholders or not) to attend the meeting .
and vote as proxies. If you wish to appoint two
proxies please either photocopy the proxy form or
telephone Mr Rob Orr on (08) 9358 5011 to obtain a
second form. Both forms should be completed with
the nominated percenlage of your voting rights on
each form. Please retum the proxy forms together.

L % |

Important Information

Deadline for Receipt of proxies To be effective, a completed proxy form together with the power of
attorney (if any) under which it is signed, must be received by the Company at its registered office not less
than 48 hours before the appointed time of the General Meeting i.e. no later than 9.00am WST on 21 January
2005.

Destination of Completed Proxy Form Once the Proxy Form is completed and all details checked by you,
the form is to be sent or delivered to the Company’s registered office at Level 32, Exchange Plaza, 2 The
Esplanade, Perth WA 6000 ot sent by facsimile to the registered office on (08) 9358 5022.

For Further Information If you need any further information about this form or attendance at the
Company’s General Meeting, please contact Mir Rob Orr, Company Secretary on (08) 9358 5011.
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ABN 27 009 258 876
Appointment of Corporate Representative
Section 250D of the Corporations Act 2001
This is to certify that by a resolution of the Directors of:
................................................................................................................ {(Company),

Insert name of shareholder compiny

the Company has appointed:

...................................................................................................................................

Insert narne of corporate representative

in accordance with the provisions of section 250D of the Corporations Act 2001, to act as the body
corporate representative of that company at the meeting of the members of QRSciences Holdings

Limited to be held on 24 January 2005 and at any adjournments of that meeting,.

DATED ...

Executed by the Company }
in accordance with its constituent )
documents )

...................... Jeieiaerectasatantbenicatsitaterbtranan b bioe

Signed by authorised representative

................................................................

Signed by authorised representative

Name of authorised representative (print) Name of authorised representative (print)

Position of authorised representative (print) Pasition of authorised representative (print)

INSTRUCTIONS FOR COMPLETION

1. Insert name of appointor Company and the name or position of the appointee (eg “John Smith” or
“eacl director of the Company”).

2. Execute the Certificate following the procedure required by your Constilution or other constituent
documents.

3. Print the name and position (eg director) of each company officer who signs this Certificate on behalf
of the company.

4. Insert the date of execution where indicated.

3. Send or deliver the Certificate to QRSciences Holdings Limited’s registered office at Level 32,

Exchange Plaza, 2 The Esplanade, Perth WA 6000, or fax the Certificate to the registered office at (08)

9358 5022.
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Company: QRSciences Holdings Limited
Code: QRS

HOMEX: Perth
Document Date: 22/12/04
Document Ref : 198
Reiease Time: Immediate

Subject: QRSCIENCES HOLDINGS SUPPLEMENTARY BIDDERS
STATEMENT
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Company Announcements Office
Australian Stock Exchange Limited

22 December 2004

QRSCIENCES HOLDINGS LIMITED (ASX:QRS)

We refer to the bidder’s statement lodged by QRSciences Holdings Limited
with the Australian Securities & Investments Commission on 3 December

2004 in relation to its takeover bid for all of the sharesin QR Sciences Limited
("Bidder’s Statement”), '

Please find enclosed a copy of the supplementary statement issued by
QRSciences Holdings Limited which supplements the Bidder’s Statement.
The supplementary statement was lodged with the Australian Securities and
Investments Commission and sent to QR Sciences Limited today.

Yours faithfully
Al Oan
Rob Orr

Company Secretary

Endl.

QRSciences Holdings Limited
(ABN 27 009 259 876)
PO Box 25388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9358 5011 Fax: +61 8 9358 5022  e-Mail; info@qrsholdings.com
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QRSCIENCES HOLDINGS LIMITED
ABN 27 009 259 876

SUPPLEMENTARY BIDDER’S STATEMENT

introduction

This document is a supplementary bidder’s statement under section 643 of
the Corporations Act 2001 (Cth) issued by QRSciences Holdings Limited
ABN 27 009 259 876 {"Holdings”) in respect of its off-market takeover bid
for all the ordinary shares in QR Sciences Limited (“QRL”). This document
supplements, and is to be read together with Holdings’ bidder’s statement
lodged with the Australian Securities and Investments Commission on 3
December 2004 (“Bidder’s Statement”).

ASIC Rellef Granted

As set out in section 8.9(c) of the Bidder's Statement, Holdings applied for
reliefl from the ASIC to permit Holdings to extend the Takeover Bid to up to
4,998,829 QRL Shares that may be issued by QRL after 17 December 2004

(being the date set by Holdings under section 633(2) of the Act) and before
the end of the Offer Period. ‘

On 16 December 2004, the ASIC granted Holdings relief to the above effect
subject to Holdings complying with various conditions.

The relief is in respect to the issue of QRL Shares approved at the meeting of
‘ QRL Shareholders on 6 October 2004 for the issue of:

(a) up to 4,598,829 QRL Shares to directors and staff of QRL under the
“terms of the QRL Employee Share Plan (“QRL Plan”); and

(b) 400,000 QRL Shares to Mr Norman Shanks, a director of QRL,
(together, the Approved QRL Shares”).

As at 17 December 2004 and the date of this document, 2,598,829 Approved
QRL Shares have yet to be issued by QRL (“Unissued Approved QRL
Shares”), but still may be issued before the end of the Offer Period.

The effect of the relief from ASIC is that if the Unissued Approved QRL
Shares are issued before the end of the Offer Period, the Takeover Bid will
extend to those QRL Shares.

Holdings will send the Bidder's Statement (together with this
supplementary document) to persons entitled to receive the Approved QRL
Shares (“Participants”) at the time Holdings is required to send the Bidder’s
Statement to the holders of QRL Shares and will send the target’s statement
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of QRL to the Participants immediately after it receives the target's
statement,

Holdings confirms that, as set out in section 7.9(a)}(i{D) of the Bidder's
Statement, the issue of the Approved QRL Shares by QRL before the end of
the Offer Period will not trigger a defeating condition to the Takeover Bid.

Effect on Holdings

3.1 Issue of Unissued Approved QRL Shares

In the event that QRL issues the Unissued Approved QRL Shares before the
end of the Offer Period and the holders of those QRL Shares accept the
Offers, then Preference Shares and Holdings Options will be issued to those
parties under the Offers as consideration for the QRL Shares acquired.

Assuming all of the Unissued Approved QRL Shares are issued before the
end of the Offer Perjod and are acquired by Holdings under the Offer, the
number of Preference Shares and Holdings Options on issue will increase by
approximately 6.497 million and 2.599 million respectively. In addition,
upon conversion of these Preference Shares in accordance with their terms

and should these Holdings Options be exercised, the number of Holdings
Shares on issue will increase accordingly.

On the basis of these assumptions, the impact on the pro forma consolidated
statement of financial position of Holdings set out in section 6.2 of the
Bidder’s Statement (“Pro Forma Statement”) will be:

{a) a decrease in Retained profits by $1.8 million; and
(b) an increase in Contributed equity by $1.8 million,

3.2 Issue of Further QRL Shares

Holdings is aware that, as at the date of this statement, QRL has issued 2.4
million Approved QRL Shares, comprising 2,000,000 QRL Shares pursuaht
to the QRL Plan and 400,000 QRL Shares to Mr Shanks, since lodgment of
the Bidder’s Statement with the ASIC and on or before 17 December 2004,

Should the holders of these QRL Shares accept the Offers, then a further 6
million Preference Shares and 2.4 million Holdings Options will be issued
by Holdings under the Takeover Bid, having a consequential effect on the
total number of issued Preference Shares, Holdings Options and Holdings
Shares. The acceptance of the Offers by these QRL shareholders will have a
similar effect as set out under 3.1 above on the Pro Forma Statement, with a

decrease in Retained profits by $1.7 million and an increase in Contributed
equity by $1.7 miilion.
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The impact of the acceptance of the Offers by these QRL shareholders is in
addition to that set out in section 3.1 above.

3.3  Issue under Holdings Employee Share Plan

As detailed in section 8.9(¢c) of the Bidder's Statement, under the terms of the
takeover announcement by Holdings dated 27 October 2004, Holdings
intends to offer the QRL employees the opportunity to participate in the
Holdings Employee Share Plan (“Holdings Plan”) in substitution for
participation in the QRL Plan. '

Should the QRL employees accept Holdings’ offer under the Holdings Plan,
rather than accepting the offer pursuant to the QRL Plan then no Unissued
Approved QRL Shares will be issued and the effect described in 3.1 will not
occur. Instead Holdings Shares will be issued on an equivalent basis which
will have a resultant impact on the Pro Forma Statement, dependent upon
the issue price of those Holdings Shares, which will be determined as at the
date of issue of those Holdings Shares.

Other notices

Unless the context otherwise requires, terms defined in the Bidder's
Statement have the same meaning in this supplementary document.

This suppieme.ntary document is dated and was lodged with the ASIC on 22
December 2004. Neither ASIC nor any of its officers take any responsibility
for its contents.

The directors of Holdings have, under a unanimous resolution passed by all
of the directors of Holdings, approved this document and authorised Mr
Pennefather to sign this document on behalf of Holdings.

.......... =

ary Bruce Pennefather b
Director

Dated: 22 December 2004
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Appendix 3B
New issue announcement

Rule 2.7,3.10.3, 3.10.4, 3.10.5

ASX LODGEMENT COVER PAGE

Company: QRSCIENCES HOLDINGS LIMITED
Code: QRS

HOMEX: Perth

Document Date: 10/12/04

Document Ref: 197

Release Time: Immediate

Title: Appendix 3B

+ See chapter 19 for defined terms.

11172003 Appendix 3B Page 1



Appendix 3B
New issue announcement

Appendix 3B

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

Information or documents not availuble row must be given 10 ASX as soon as available.  Information and
documenis given (o ASX become ASX's property und may be made public.

tntroduced 1/7:96. Oripin: Appendix 5. Amended 177/98, 179499, 1772000, 30:/72001. 114372002, 1712003,

Name of entity

RS8ciences Holdings Limited

ABN

27 009 259 876

We (the enfity) give ASX the following information.

Part 1 - All issues

You must complete the relevant secrions {atlach sheers if there is not enough space).

*Class of “securities issued or to be
issued

Number of *securities issued or to
be issued (if known) or maximum
number which may be issued

Principal terms of the “securities
{cp, if options, exercise price and
expiry date: if  partly paid
*securities, the amount outstanding
and due dates for payment; if
“convertible securities, the
conversion price and dates for
conversion)

Options to acquire fully paid ordinary shares at
40 cent options expiry 12 January 2006.

Up to 5,995,411 options to acquire fully paid
ordinary shares at 40 cent expiry 12 January
2006.

Options to acquire fully paid ordinary shares,
exercise price 40 cents, expiry date 12 January
2006.

+ See chapter 19 for defined terms.

Appendix 3B Page 2

1712003
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4 Do the *securities rank equally in all | Yes.
respects from the date of allotment
with an existing “class of quoted
*securities?

If the additicnal securities do not
rank equally, please state:
e 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
+ the extent to which they do not
rank cqually, other than in
relation to the next dividend,
distribution or interest payment
5 Issue price or consideration The consideration offered under the takeover
bid for QR Sciences Limited. being 5
preference shares (comprised equally of A
preference shares and B preference shares) and
1 option for every 2 ordinary shares in QR
Sciences Limited.

6  Pumosc of the issue Part consideration offered under the takeover
(If issued as consideration for the | bid announced to ASX on 3 December 2004 for
acquisition of assets, clearly identify | )] of the ordinary shares in QR Sciences
those assets) Limited.

7 Dates of entering *sccurities into | To be advised.

uncertificated holdings or despatch
of centificates
Number “Class
¥ Number and “class of all] 177744611 Fully paid ordinary
*securities quoted on  ASX shares
(including the securities in clause
2 if applicable) 21,675,000 20 cent options 12
January 2005 expiry
32,606,334 40 cent options 12
January 2006 expiry

+ See chapter 19 for defined terms.

1/172003

Appendix 3B Page 3
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9

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

Dividend policy (in the case of a
trust, distribution policy) on the
increased capital (interests)

Number “Class

12,822,665 Fully paid ordinary
shares

2,909,533 40 cents options 12
January 2006 expiry

3,000,000 60 cent options [2
January 2006 expiry

3,000,000 $1.00 options 12
January 2006 expiry

14,988,528* A preference shares

14,988,528* B preference shares

fsubfect 10 separate

Appendix 3B}

The directors of the Company are unable to

state when or if dividends will be paid in the

future, as the payment of dividends will depend

on the Company’s profitability, financial

position and cash requirements.

Part 2 - Bonus issue or pro rata issue

i1

ls  security holder  approval
required?

Is the issue renounceable or non-
renounceable?

Ratio in which the *securities will
be offered

*Class of *sccurities to which the
offer relates

*Record date to  determine
entitlements

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

Policy for deciding entitlements in
relation to fractions

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

Note: Sccusity holdess must be told how their
enlillements are [ be dealt with.

Cross reference: rule 7.7,

+ See chapter 19 for defined terms.

Appendix 3B Page 4
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19 Closing date for receipt of
acceptances or renunciations

+ See chapter 19 for defined terms.

14172003 Appendix 3B Page 3



Appendix 3B
New issue announcement

21

23

24

26

27

28

29

30

31

Names of any underwriters

Amount of any underwriting fec or
commission

Names of any brokers to the issue

Fec or commission payable to the
broker to the issue

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

If the issue is contingent on
“security holders® approval, the
date of the meeting

Datc entitlement and acceptance
form and prospectus or Product
Disclosure Staterment will be 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 sefl their
entitlements in  fidl through a
broker?

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

+ See chapter 19 for defined terms.

Appendix 3B Page 6

17172003
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32 How do “security holders dispose
of their entitlements (except by sale
through a broker)?

33 “Despatch date

Part 3 - Quotation of securities

Yor need only complete this section if yon are applying for quotation of securities

34 Type of securities
{(tick one)

(a) % Securities described in Part }

(b) D All other securities

Example: resiricied securities sl the end of the es¢rowed period, partly paid securities (hal beecome fully puid, employvee
incentive share securifies whin reslyietion ends, securities issued on ¢xpiry or conversion of converible securities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities

Tick 1o indicate you are providing the information or
documents

35 D If the *securities are “equity securities, the names of the 20 largest holders of the
additional “securitics, and the number and percentage of additional “securities held by
those holders

36 D If the *securities are “equity sccurities, 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

37 D A copy of any trust deed for the additional *securities

+ See chapter 19 for defined terms.

14172043 Appendix 3B Page 7
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New issue annonncement

Entities that have ticked box 34(b)

3K

39

40

41

42

Number of securities for which
*quotation is sought

Class of “securitics for which
quotation is sought

Do the *securitics rank egually in all
respects from the date of allotment
with an existing “class of quoted
*securities?

If the additional sccuritics do not

rank equally, please state:

o the date from which they do

o 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

Reason for request for quotation
now

Example: In (he case ol restrivied seeurities, end of
restyiction periad

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

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

Number

*Class

+ See chapter 19 for defined terms.

Appendix 3B Page 8
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Quotation agreement

I

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

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.

Nole: An entity may need ko oblain appropriale wacranties from subseribers Jor (he secarities in arder 10 be able 10 give
this warsnly

. 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 lo 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 fo 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 Corporations Act at the
time that we request that the “securities be quoted.

+ See chapter 19 for defined terms.

141:2003

Appendix 3B Poge 9
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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. We warrant that they are (will be} true and complete.

ﬂofa O

Sign here: Date: 10 December 2004
{Company secretary)

Print name: Rob Orr

+ See chapter 19 for defined terms.

Appendix 3B Page 10 11720603
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New issue announcement

ASX LODGEMENT COVER PAGE

Company: QRSCIENCES HOLDINGS LIMITED
Code: QRS

HOMEX: Perth

Document Date: 10/12/04

Document Ref : 196

Release Time: Immediate

Title: Appendix 3B

+ See chapter 19 for defined terms.
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Information or documents nor available now must be given 1 ASX as soon as available.  Information and

Appendix 3B

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

documenis given to ASX become ASX's property and may be made public.

niroducied 127:96, Origin: Appendix 5. Amended 177798, 170409, 1: 72000, 30:9:2000 . 117322002, 17172003,

Name of entity

QR Sciences Holdings Limited

ABN

7 009 259 876

We (the eniity) give ASX the following information.

Part 1 - All issues

You must complete the relevant sections (aftach sheets if there is nor enough space).

*Class of “securities issued or to be
issued

Number of “securities issued or to
be igsued (if known) or maximum
number which may be issued

Principal terms of the “securities
(cg, if options, cxcroise price and
expiry date; if partly paid
“securities, the amount outstanding
and due dates for payment; if
*convertible sceurities, the
conversion price and dates for
conversion)

“A” non-redeemable converting preference
shares (A preference shares).
“B” non-redeemable converiing preference
shares (B preference shares).

14,988,528 A preference shares and 14,988,528
B preference shares, subject to rounding.

The A preference shares and B preference
shares will convert into fully paid ordinary
shares on a one for one basis by no later than 31
December 2005 in the case of A preference
shares and 31 December 2006 in the case of B
preference shares. The A preference shares and
B preference shares will automatically convert
into fully paid ordinary shares before these
dates should certain prescribed events occur.

+ See chapter 19 for defined terms.

Appendix 3B Page 2
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4 Do the "securities rank equally in all | Not applicable. The A preference shares and B
respects from the date of allotment | preference shares are new classes of securities.
with an existing “class of quoted
“securitics? Upon conversion of the A preference shares and

i . . B preference shares in accordance with their
If the additional _Sccum_m do not terms, the fully paid ordinary shares issued will
rank cqually, please state: o AN N -

« the date from which they do rax?k eqlfally with the (,fompany s existing fully
o the exient to which they paid ordinary shares on issue.
participate for the next dividend,
(in the case of a trust,
distribution) or interest 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 The consideration offered under the takeover
bid for QR Sciences Limited. being 5
preference shares (comprised equally of A
preference shares and B preference shares) and
1 option for every 2 ordinary shares in QR
Sciences Limited.

6 Purpose of the issue Part consideration offered under the takeover
(If issued as consideration for the | bid announced to ASX on 3 December 2004 for
acquisition of assets, clearly identify | a1l of the ordinary shares in QR Sciences
those assets) Limited.

7 Dates of entering *securities into | To be advised.

uncertificated holdings or despatch

of certificatcs

Number *Class

8 Number and “class of all] 177,744.611 Fully paid ordinary

*securities quoted on  ASX shares

{including the secunties in clause

2 if applicable} 21,675,000 20 cent options 12

January 2005 expiry
32,606,334* 40 cent options 12
(3,995,411 options January 2006 expiry
subject 1o separate
Appendix 3B}

+ See chapter 19 for defined terms.
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Number and “class of all
“securities not quoted on ASX
(Inchuding the sccurities in clause
2 if applicable)

Dividend policy (in the case of a
trust, distribution policy) on the
increased capital (interests)

Number “Class
12,822,665 Fully paid ordinary
shares
2,909,533 40 cents options 12
January 2006 expiry
3,000,000 60 cent options [2
January 2006 expiry
3,000,000 $1.00 options 12
January 2006 expiry
14,988.528 A preference shares
14,988,528 B preference shares
The directors of the Company are unable to
state when or if dividends will be paid in the
future, as the payment of dividends will depend
on the Company’s profitability, financial
position and cash requirements.

Part 2 - Bonus issue or pro rata issue

11

Is  sceurity 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 to  determine
entitlements

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

Policy for deciding entitlements in
relation to fractions

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

Note: Secusity holdess must be told how Iheir
enlitleiments are to b dealt with,

Cross reference: rule 7.7.

+ See chapter 19 for defined terms.
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19  Closing date for receipt
acceptances or renunciations

of

+ See chapter 19 for defined terms.
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21

23

24

26

27

28

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 oF renunciations on
behalf of "security holders

If the issue s contingent on
*security holders’ approval, the
date of the mecting

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

If the entity has issued options, and
the terms entitlc option holders to
participate on cxercise, 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 part
of their entitlements through a
broker and accept for the balance?

+ See chapter 19 for defined terms.
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32 How do *security holders dispose
of their entitlements (except by sale
through a broker)?

33 *Despatch date

Part 3 - Quotation of securities

Yor need only complete this seciion if vou are applving for quotation of securities

34 Type of securities
(tick one)

(a) I:} Securities descnibed in Part |

) l:] All other securities

Example: rostricted securities st the end of the escrowed periad, partly paid securilies that become fully paid, employer
incenlive share securidies when reslriction ends, secarities issuted on expiry or conversion ol convertible secuntics

Entities that have ticked box 34(a)

Additional securities forming a new class of securities

Tick 1o indicate you gre providing the information or
documents

35 D If the *securities are “equity securities, the names of the 20 largest holders of the
additional *securities, and the number and percentage of additional “securities held by
those holders

36 I:! If the *securities are “egquity sccuritics, a distribution schedule of the additional
“securities setting out the number of holders in the categories
1-1.000
1001 - 5,000
5,001 - 10,000
10,001 - 100,000
100,001 and over

37 D A copy of any trust deed for the additional *securities

+ See chapter 19 for defined terms.
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Entities that have ticked box 34(b)

38

39

40

42

Number of' securities for which
*quotation is sought

Class of ‘*seccurities for which
quotation is sought

Do the *sceurities rank equally in all
respects from the date of allotment
with an existing “class of quoted
*securities?

If the additional securitics do not

rank equally, please state:

e 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

Reason for request for quotation
now

Example: In lhe case ol restricied secarities, end af
resiviction periad

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

Number and *class of all “securities
guoted on ASX (including the
securities in clausc 38)

Number

*Class

+ See chapter 19 for defined terms.
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Quotation agreement

]

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

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.

Nofe: An entily may need W obiitin appropriale waumasties from subseribers for the secorities in order (o he able 1o give
this warranly

. Section 724 or section 1016E of the Corporations Aci does not apply to any
applications received by us 1n 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 a trust, we warrant that no person has the right to return the
*securities to be quoted under section 10]19B of the Corporations Act at the
time that we request that the “securities be quoted.

+ See chapter 19 for defined terms.
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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
mformation 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.

Jhoks Onr.

Sign here: Date: 10 December 2004
(Company secretary)

Print name: Rob Orr

-+ See chapter 19 for defined terms.
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Sciences

Holdings Limdted

6 December 2004
QRSCIENCES HOLDINGS LAUNCHES TAKE OVER BID

QRSciences Holdings Limited (ASX:QRS) ("Holdings"), parent company of
QR Sciences Limited, the world leader in Quadrupole Resonance (QR)
explosive detection technology, has lodged its Bidders Statement to acquire
all remaining shares in this leading edge security company.

Commenting on the lodgement, Kevin Russeth, Chairman and CEO said: "A
successful takeover unifies the shareholders, clarifies the Company’s
ownership structure for the capital markets and will assist us in readying our
business for success in the United States of America. The majority of
shareholders spoken to are overwhelmingly in favour of the bid. With such
broad support, QRSciences Holdings Limited is confident that the offer will
guickly transiate to full acquisition.”

The offer is expected to close on January 31, 2005.

*QRSciences technology offers unparalleled explosive detection capability.
The systems harness harmless and relatively low frequency radio waves
using QRSciences proprietary software and hardware to identify the chemical
structure or unique fingerprint of specific molecules,” explains Mr Russeth.
“QRS testing has shown the technique can be as accurate as laboratory
spectroscopy in identifying the presence of some explosive materials known
to have been used in airline bombings and terrorist attacks in the past.”

QR Sciences technology has been successfully tested by the US
Transportation Security Administration (TSA) as an “Advanced Technology”
EDS. The technology has also been extensively trialled and tested over the
past four years by authorities, regulators and airports in the United States,
Canada, European Union including the United Kingdom and Australia.

About QRSciences Limited

QRSciences Limited based in Perth, Western Australia is a designer,
developer and direct manufacturer of systems, sub-systems, components and
software for security related applications. The company is a world leader in
Quadrupole Resonance (QR) applications a next generation technology that
uses radio frequency spectroscopy techniques to identify and detect a range
of materials. QR is closely related to Magnetic Resonance Imaging (MRI),
which is widely employed in industry and the medical profession. Applications
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for the technology include explosive and narcotic detection, pharmaceutical
quality control and assurance, mineral and material assay, lab instrumentation
and environmental science.

For more information on QRSciences Limited, please visit
WWWw.grsciences.com.
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Bidder’'s Statement

in compliance with Part 6.5 of the Corporations Act
2001

in relation to a takeover bid for all of the shares in

QR Sciences Limited
ABN 84 071 648 309

QRSciences Holdings Limited
ABN 27 009 259 876
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Key Dates

Announcement of Takeover Bid _ 27 October 2004
Bidder’s Statement lodged 3 December 2004
Date of Offer [**] December 2004
Close of Offer 31 January 2005

(5.00pm Perth time unless otherwise extended)

How To Accept the Offer

Acceptances must be received by the end of the Offer Period. You must complete and sign the
accompanying Acceptance Form in accordance with the instructions on it, and return it to:

By Post By Hand
Computershare Investor Services Pty Ltd ‘Computershare Investor Services Pty Ltd
GPO Box D182 Level 2, 45 St Georges Terrace

PERTH WA 6840 PERTH WA 6000



94

Contents

1. Overview of Offer 1
2. Takeover Bid 2
3. About Holdings 5
4. QRL Business 7
5. Post-Bid Intentions 11
6. Effect of the Offer on Holdings 13
7. The Offer 19
8. Additional Information 30
9. Terms of A Preference Shares 48
10. Glossary 55
11. Directors’ Statement 57
12.

Holdings Corporate Directory 58

Important Notices

This document is a bidder’s statement given by QRSciences Holdings Limited (“Holdings”) to QR Sciences Limited
{"QRL") under Part 6.5 of the Corporations Act 2001 and sets out the disclosures required by the Corporations Act,
together with the offer by Holdings to acquire fully paid ordinary shares in QRL on the terms set out in section 7 of this
document.

This document is dated 3 December 2004 and a copy of it was lodged with ASIC on 3 December 2004. Neither ASIC nor
any of its officers takes responsibility as to the contents of this document,

A number of important words and phrases with.particular meanings have been used in this docurnent and these are
explained in the Glossary in section 10.

This document does not take into account the individual investment objectives, financial situation and particular needs
of each QRL shareholder or any other person. You should consider seeking independent financiat and taxation advice
before making a decision as to whether or not to accept the offer contained in section 7 of this document.

Incorporation of Documents by Reference

The following documents have been incorporated into this document by reference:

(a) Holdings Annual Report for the year ended 30 June 2004; and

(&) QRL Annual Report for the year ended 30 June 2004.

Lf you wish to obtain a free copy of the above documents, please call Holdings on {08) 9358 5011 or send your request in
writing to Holdings’ office at 8-10 Hamilton Street, Cannington, Perth WA.
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1
1. OVERVIEW OF OFFER
1.1 Summary of Offer
Holdings is offering 5 Preference Shares and 1 Holdings Option for every 2 of Your QRL
Shares.
Holdings wishes to acquire 100% of QRL Shares and retain QRL as a wholly-owned
subsidiary and if permitted to do so under the Corporations Act, intends to move to
compulsory acquisition of minority shareholders in QRL.
1.2 Holdings
Holdings is a company listed on the ASX.
Holdings' principal activity is the active management of its investment in QRL.
Holdings is currently the principal funder and the largest shareholder in QRL. The aim of
the Takeover Bid is to acquire 100% of QRL providing you with securities in a listed
company in exchange for shares in an unlisted company which are not trading on a
recognised exchange. We believe that, by accepting this Offer, you will enjoy the benefits
that this provides.
* Further information on Holdings is set out in section 3 below.
1.3 Reasons to accept the Offer
These include:
(a) the ability to view the value of your investment in a well publicised forum;
(b) ease of access to information about your investment through continuous
disclosure via ASX releases;
(c) holding securities in a company that must comply with the added regulatory
requirements of the ASX Listing Rules;
(d) holding securities in an ASX listed entity, some of which will be immediately
tradeable; '
(e) potential for further liquidity on the conversion of the Preference Shares into
Holdings Shares; and
H providing Holdings with better access to capital markets for the continued
development of the QRL business.
1.4 Closing Date

The closing date of the Offer is 31 January 2005.
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2. TAKEOVER BID
2.1 Part 6.5 Document
This document is a bidder’s statement given by Holdings to QRL under Part 6.5 of the
Corporations Act in connection with the Takeover Bid.
2.2 The Offer

Holdings proposes to make Offers for all QRL Shares.

The Offer does not include an offer to acquire options over QRL Shares. However,
holders of such options who exercise them prior to the end of the Offer Period may accept
the Offer as if they were holders of QRL Shares on the Record Date.

The consideration offered by Holdings under the Takeover Bid is 5 Preference Shares and
1 Holdings Option for every 2 QRL Shares.

The Preference Shares to be issued to each accepting QRL shareholder'will be comprised
equally of A Preference Shares and B Preference Shares. The Preference Shares will
convert into Holdings Shares on a one for one basis by no later than December 31, 2005 in
the case of A Preference Shares and December 31, 2006 in the case of B Preference Shares.
The Preference Shares will not be transferable, other than with the consent of Holdings.
No application will be made for official quotation of the Preference Shares on ASX.

The Heldings Options will be freely tradeable on ASX from issue.

The conditions to which the Offers will be subject are set out in section 7.9 of this
Statement. They include, among other things, Holdings obtaining all shareholder
approvals necessary (whether under the Corporations Act, the Listing Rules, Holdings’
constitution or otherwise) in order to implement the Takeover Bid, issue the Preference
Shares and to attend to any other incidental matters.

Although, it is not the current intention of Holdings to waive any of the conditions of the
Offer including the conditions described above, Holdings reserves its right to waive any
condition in its absolute discretion, subject to the Corporations Act and other legal
requirements.

Full particulars of the Offer are set out in section 7 of this Statement, other than the names
and addresses of the persons to whom the Offers will be made, the date of the Offers and
other dates in the Offers which will depend on that date.

The Offers will:

(a) be sent to all persons registered as holders of QRL Shares at 5.00pm (Perth time}
on the Record Date; and

(b) extend to all persons who are:

(i) holders of options over QRL Shares who exercise these options before the
end of the Offer Period; or
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{ii) entitled to accept under section 653B of the Corporations Act as if an
Offer has been made to them.

Consideration Offered

The consideration offered by Holdings under the Takeover Bid is 5 Preference Shares and
1 Holding Option for every 2 QRL Shares.

The Preference Shares to be issued to each accepting QRL Shareholder will be comprised
equally of A Preference Shares and B Preference Shares, with fractions to be rounded up.

The Preference Share terms are discussed further in sections 8.1 and 8.2 and the terms of
the A Preference Shares are set out in full in section 9 below, however in summary:

(@ Preference Shares are entitled to a non-cumulative dividend if Holdings declares
a dividend. Holdings currently has no intention of declaring a dividend in the
foreseeable future;

(b) the Preference Shares have the right to vote only in certain limited circumstances
as set out in their terms of issue and have no other voting rights;

(c) the A Preference Shares and B Preference Shares convert into ordinary fully paid
shares in Holdings on the basis of one Holdings Share for each Preference Share,
on the first to occur of certain events:

(i) 31 December 2005, in the case of A Preference Shares; or
(ii) 31 December 2006, in the case of B Preference Shares; or

(iii) in the case of either A Preference Shares or B Preference Shares, a person
acquiring a relevant interest in more than 20% of Holdings Shares,
announcing a takeover bid for Holdings or Holdings or QRL announcing
the intention to sell or dispose of its main undertaking or a substantial
part thereof;

(iv) Holdings announcing its intention to undertake a pro rata rights issue to
holders of Holdings Shares which would result in an increase in the
issued share capital of Holdings to 120% or more of Holdings’ issued
share capital immediately before that announcement; or

(v) Holdings announcing its intention to undertake a bonus issue of
Holdings Shares to holders of Holdings Shares which would result in an
increase in the issued share capital of Holdings to 120% or more of
Holdings’ issued share capital immediately before that announcement;

(d) in a winding up, Preference Shareholders have a right to payment of the issue
price of the Preference Share and any arrears of declared and unpaid dividend in
priority to any other class of shares. Preference Shares have no other
participating rights in a winding up;

(&) Preference Shares are not redeemable; and
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(f) Preference Shares will not be quoted on ASX and are not transferable, other than
with the consent of Holdings.

The above represents only a summary of the rights of Preference Shares. QRL
shareholders should refer to the full terms of the Preference Shares for a complete
statement of the rights attaching to the Preference Shares.

The terms of the Holding Options are set out in full in section 8.4 below.
Closing Date

The Offers are intended to remain open for acceptance for a period commencing on the
date of the Offer, being the date on which the first Offer under the Takeover Bid is made,
and ending at 5.00pm (Perth time) on 31 January 2005, unless the Offers are extended or
withdrawn in accordance with the Corporations Act.



3. ABOUT HOLDINGS
3.1 Background

Holdings is a listed public company registered under the Corporations Act.

Holdings currently has a relevant interest in approximately 61% of QRL Shares.

The principal activity of Holdings is the active management of its investment in QRL.
3.2 Directors

The names and positions of the directors of Holdings are as follows.
Kevin Lee Russeth — Executive Chairman and Chief Executive Officer

Mr Russeth commenced his business career as a Systems Engineer with software
developer and integrator Electronic Data Systems (EDS} in Dallas, Texas. He worked in
the financial services group at EDS developing and maintaining infrastructure software
for large bank clients across the U.S.

After that he spent 11 years with global investment banks, Shearson Lehman Brothers,
Merrill Lynch and Smith Bamney in New York, Minnesota and Australia in a variety of
roles. Most recently as Vice President with Smith Bamney in their Perth, Western Australia
office.

Mr Russeth has substantial experience in capital raising, structured finance, corporate
strategy and business assessment and has been involved in a variety of complex domestic
and international business transactions.

He has been CEO of QRL since June 2002 and Chairman and CEO of Holdings since April
2002.

Mr Russeth holds a Bachelor of Arts in Business with Honours from Gustavus Adolphus
in St. Peter, Minnesota and studied Informaticn Technology at Minnesota State
University. He graduated from the EDS Systems Engineer Development Program in 1983
and was accepted into the MBA program at Boston College, Chestnut Hill, Massachusetts
in 1984.

Mr Russeth is a dual citizen of the U.S. and Australia.
Simon Peter Bedford ~Director

Mr Bedford has worked for Holdings since early 2004 and has been appointed as
Executive Director of Holdings and Vice-President, Business Development of QRL. His
responsibilities include, US based Technical Customer Support, Government Relations,
Technology Assessment and Business Development. Mr Bedford worked for seven years
in a senior role at Quantum Magnetics in the U.S. His focus at Quantum Magnetics was
Quadrupole Resonance and applications related to baggage screening and landmine
detection. In addition to Quadrupole Resonance expertise, Mr. Bedford has experience
developing and fielding novel personnel screening devices for concealed weapons
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detection and the application of advanced magnetic resonance technology in industrial
process control.

Gary Bruce Pennefather -Director

Mr Pennefather has also worked for Holdings since early 2004 and has been appointed as
Executive Director of Holdings and Vice-President, Commercial Systems Group of QRL.
Mr Pennefather is responsible for coordinating Program Management and Project
Management between QRSciences and its overseas customers. He has a Bachelor of
Engineering (Hons.) in Electronics from the University of Western Australia. Mr
Pennefather has significant experience with technology companies specifically in the areas
of program and project management, electronic design, and general operations.

Holdings' Current Activities

The principal activity of Holdings is the active management of its investment in QRL. In
this regard, Holdings has been the principal source of funding for QRL and has currently
loaned to QRL approximately $8.7 million for the purposes of working capital to fund the
business activities of QRL.

Further information on this facility and associated security is set out in section 8.9 below.
Current Investment in QRL

Holdings currently beneficially holds and has a relevant interest in 18,667,558 QRL
Shares, representing approximately 61% of QRL's issued ordinary capital.

Holdings also holds 5,900,000 options to acquire QRL Shares at an exercise price of $2.00
with 4,000,000 expiring on 30 April 2005 and 1,900,000 expiring on 31 December 2005.

Holdings has also provided an $8.7 million debt facility to QRL. The debt facility is
partially secured via a fixed and floating charge over the assets of QRL. Further details of
this facility and the security are set out in section 8.9.

Further Details
Further details about Holdings can be found at its website:
<<www.qrsholdings.com>>

This is included for information purposes only and Holdings is not relying on the
contents of its website to satisfy its disclosure obligations under the Corporations Act.

100




101

QRL BUSINESS

4.1

4.2

Iinformation about QGRL

QRL is a research and development company with a focus on quadrupole resonances and
the commercial applications that could develop from this and related technology.
Quadrupole Resonance ("QR”) screening is QRL's first application. QR is a substance
detection technology that can probe a target and identify certain molecular structures
through their unique QR signatures.

A potential commercial application for QRL’s technology is in the area of explosives
detection, In combination with X-ray equipment, QRL is intending to deliver a more
functional and effective solution to the aviation security market. The technology has
further potential applications in the detection of narcotics, biochemical agents, material
and mineral assay and in the area of pharmaceutical quality control and assurance.

History of QRL

QRL was formed in November 1995 working initially in the area of ground penetrating
radar with a unique technology for use in mineral exploration in the mining industry.
QRL made a commercial decision to abandon this technology in late 1997.

QRL identified QR as a technology that could hamess expertise in the organization, and
from academic institutions. It was the management’s belief that QR provided a significant
commercial opportunity. The reason was that problems existed in the postal and aviation
industries in relation to security specifically in the area of effective and accurate explosive
detection and QRL had a team of people that could develop solutions.

Between 1997 and 1999 QRL assembled a QR research team drawing on resources from
Russia, UK and Australia and began developing applications in the areas of aviation
security, postal scanning and land mine detection. Various prototype detectors were
subsequently developed.

By 1999, prototype units had been built and techniques to optimize detection refined.
Preliminary tests indicated that QR could be of particular interest in the aviation security
industry, which had difficulty with a range of explosives, and a decision was made to
focus on that market.

In 2000 QRL conducted live trials at Perth Airport, Australia with the support of Qantas
Airlines and shortly thereafter at Manchester Airport, England with support from the UK
regulatory community.

This was followed in 2001 by tests conducted by the PSDB of the UK Home Office at their
facility in St Albans, UK and also at Ottawa Airport by the Canadian Aviation Authorities
in conjunction with the Royal Canadian Mounted Police.

As a result of the Canadian trials QRL was approached by the US Government to explore
whether the potential existed o carry out additional testing in the US, and to enter into a
research and development agreement.
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In mid 2002 QRL entered into a Cooperative Research Development Agreement
("CRDA") with the Federal Aviation Administration (“FAA”) which has now become the
TSA and part of the DHS.

After the CRDA was executed QRL sent a prototype and a team of engineers and
scientists for independent testing and evaluation by the FAA, at the Transportation
Security Laboratory, William ] Hughes Technical Center in Atlantic City, New Jersey.

In September 2002 QRL secured the worldwide exclusive rights over the QR patent
portfolio of BTG. BTG was involved in commercializing Magnetic Resonance Imaging
(“MR1") and owned core patents over MRI and QR techniques.

In October 2002 QRL" was informed by the Test Director of the TSA’s Office of
Transportation Security Research & Development that QRL’s technology had been
independently tested and evaluated by the FAA/TSA for false alarm rates and the
detection of certain categories of explosives and had met the FAA/TSA Advanced
Technology (“AT") requirements.

During the course of 2003 QRL entered into commercial negotiations with Lockheed
Martin, Rapiscan Security Products and L-3 Communications Security and Detection
Systems division. Each company completed technical and commercial due diligence and
entered into licensing agreements with QRL.

The QRL Business
{a) Overview of Quadrupole Resonance

QRL’s technology is based on a technique known as Quadrupole Resonance
(“QR”). QR is also known to the scientific community as Zero-Field Nuclear
Magnetic Resonance (“NMR"”) and NQR.

QR is a close cousin t6 MRI and many of the ideas and techniques applied to QR
emanate from early research in MRL

MRI is a familiar technology extensively used for diagnosing soft-tissue injuries
and has become a common medical diagnostic technique. MRI derives from a
technology called NMR and requires powerful magnets to force the nuclei of
atoms to align with this large dc but spatially varying externally applied
magnetic field. A smaller pulsed RF magnetic field is applied orthogonally to the
large dc field. This disturbs the nuclei from their rest state. In relaxing the active
nuclei in each molecule release some of the energy stored in the nuclear
alignment as RF with a characteristic decay rate and frequency dependent on the
large dc magnetic field at a given location within the body. Interpretation of these
signals and frequency information allows scientists and doctors to map out the
materials being scanned.

QR similarly derives from NMR techniques and is a scientific phenomenon
discovered initially in the 1940’s based on observations of the behavior of the
electrical charge distribution of certain nuclei and corresponding spin properties.
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These nuclei have four electrical poles, and been shown to emit particular
identifiable signals when exposed to carefully controlled RF signals.

The QR signal emitted by a nucleus in any given molecular structure is unique
and easily distinguishable from other molecular structures. QR therefore
provides a material specific means to identify and characterize any given
crystalline chemical compound containing a QR active nucleus. Many
explosives, narcotics and biochemical agents and other materials are crystalline
and contain such nuclei.

(b) Existing Products

QRL currently has a stand alone product available for sale to the hand held
baggage screening market.

QRL is also is the process of working with other industry participants in relation
to the integration of the technology into future explosive screening products.

History of Holdings Investment in QRL

Holdings first acquired an interest in QRL in March 2002. By October 2002, this interest
had increased to approximately 6% of QRL Shares.

In June 2002, Holdings commenced providing debt funding to QRL. This was supported
by a fixed and floating charge over all of the assets of QRL.

In September 2002, Holdings offered to acquire all of the QRL Shares and in December
2002, closed this offer owning 48% of all issued QRL Shares. Subsequent to December
2002, Holdings has increased its interest to its current level of approximately 61% i
accordance with the provisions of the Corporations Act.

Subsequent to the above date,.Holdings has advanced a total of $8.7 million to QRL by
way of debt finance which is secured in part by a fixed and floating charge over the assets
of QRL. Further details on the loan arrangements between QRL and Holdings are set out
below in section 8.9.

Subsequent to obtaining control of QRL, Holdings has sought to integrate the
administrative and management structures of the two companies to reduce the overhead
costs of QRL. This has resufted in both Holdings and QRL operating from the same
location and the appointment of a number of Holdings’ staff to positions within QRL
including:

. Mr Kevin Russeth, who acts as Chief Executive Officer and Executive Director of
both companies;

. Mr Robert Orr, who is company secretary of both companies;

. Mr Simon Bedford is a director of Holdings and Vice President, Business
Development for QRL; and

. Mr Gary Pennefather is a director of Holdings and Vice-President, Commercial
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Systems for QRL.
The majority of the board of directors of QRL remain independent to Holdings.

The focus of Holdings has and will continue to be the management of its investment in
QRL.

Reasons for Holdings making this Offer

Since December 2002, Holdings has owned a majority and controlling interest in QRL.

Holdings believes that if QRL becomes a wholly owned subsidiary it will facilitate and
assist the development of the business and assist the investment community to more
easily understand and evaluate the investment proposition.
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5. POST-BID INTENTIONS

5.1 Background
This section sets out the intentions of Holdings, on the basis of the facts and information
concerning QRL which are known to Holdings as at the date of this Statement, relating to:
(a) the continuation of the business of QRL;
(b) any major changes to be made to the business of QRL; and
(©) the future employment of the present employees of QRL.
Holdings’ interest in QRL is detailed in sections 3.4 and 8.9 of this Statement. Its
Chairman, Mr Russeth, is also a director of QRL.
As a research and development company, the QRL business is uncertain in natute, being
dependent on the research undertaken, creation of technology out of that research,
development of the technology into a marketable product and commercialisation of that
product. The ultimate direction the business takes is dependent on the outcome of each of
these steps.
Holdings’ intentions as set out in this section have been formed in that context.

5.2 Intentions for QRL as a wholly owned subsidiary

Holdings believes that by QRL becoming a wholly owned subsidiary, Holdings will have
greater flexibility to implement the growth and development of QRL'’s business.

If, as a consequence of the Offers, Holdings acquires 100% of the QRL Shares, and QRL
becomes a wholly owned subsidiary of Holdings, the intentions of Holdings are to:

(a) undertake a strategic review of QRL's activities to further evaluate their
performance, prospects and strategic relevance, to further integrate QRL's assets
and activities within the existing structure of Holdings to seek to improve QRL's
efficiency and running costs, by further consolidating QRL’s corporate head
office functions (such as company secretarial, finance and taxation services) with

those of Holdings;

b operating QRL in a manner that is more commercially and economically efficient
than the manner in which QRL can be operated whilst Holdings is not the only
shareholder;

(c) pursuing efficiencies which may be available to the QRL business as part of
Holdings;

(d) adequately and appropriately fund the continued growth and development of
the QRL business;

(e) to continue building relationships with customers, partners and investors that

have an interest in the technology: and
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(f) fully support the focus on commercialising QRL's existing technology and
continue negotiations with several international companies to continue to
develop manufacturing, marketing and maintenance alliances with sales efforts
initially focusing on the North American and European markets as well as the
Middle East and Asia.

Intention to compulsorily acquire

If, following the closure of the Offer, Holdings becomes entitled to compulsorily acquire
any QRL Shares for which Offers have not been accepted, it is the present intention of
Holdings that Holdings will proceed to compulsorily acquire those QRL Shares.

Intention as to directors

In the event QRL becomes a wholly owned subsidiary of Holdings. Holdings intends to
review its board with a view to potentially inviting members of the QRL Board onto the
Holdings Board if Holdings forms the view that those persons may offer skills and
benefits that would be of value to Holdings as the holder of all QRL Shares.

Subject to the comments set out in section 5.2 and 5.4, it is the present intention of
Holdings to retain all the employees of QRL.

Other intentions
Subject to the above, it is the present intention of Holdings to:
(8) continue the business of QRL; and

{h) not make any major changes to the business of QRL nor to redeploy any of the
fixed assets of QRL,
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6. EFFECT OF THE OFFER ON HOLDINGS
6.1 Issued shares and other securities
As at the date of this Statement the issued securities of Holdings are:
Securities No. of Securities
Fully Paid Ordinary Shares 190,567,276
Options at exercise price of 20 cents and expiring on 12 21,675,000
January 2005
Options at exercise price of 40 cents and expiring on 12 29,520,456
January 2006
Options at exercise price of 60 cents and expiring on 12 3,000,000
January 2006
Options at exercise price of $1.00 and expiring on 12 January 3,000,000
2006
There are currently no Preference Shares on issue.
If Holdings acquires all QRL Shares currently an issue, under the Offer, the number of
Preference Shares on issue will be 29,977,035 as a result of the issue of Preference Shares
as consideration for the QRL Shares acquired. Upon conversion of these Preference
Shares in accordance with their terms, the number of Holdings Shares will be
approximately 220,544,331. Further, the number of 40 cent Holdings Options on issue will
increase by approximately 5,995,411, such that on a full exercise of these Holdings
Options, the number of Holdings Shares will be approximately 226,539,742.
In the event that QRL issues QRL Shares under its Employee Share Plan or under the
approvals granted at its shareholders’” meeting held on 6 October 2004, and the holders of
those QRL Shares accept the Offer or their QRL Shares are otherwise acquired by
Holdings, then additional Preference Shares and Holdings Options will be issued to those
parties. Further information on the QRL Employee Share Plan is set out in section 8.9(c)
below.
Under the terms of the Holdihgs Employee Share Plan, the shareholders of Holdings have
approved the issue of Holdings Shares to directors and officers of Holdings. Further
details in this regard are set out in section 8.5 below.
6.2  Pro forma Statement of Financial Position

Set out on the following page for the purposes of illustration only is a pro forma
consolidated statement of financial position of Holdings assuming that Holdings acquires
all QRL Shares under the Offer.
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It is based on the consolidated statement of financial position for Holdings and QRL as at
30 June 2004 as set out in their respective 2004 Annual Reports.

The pro forma consolidated statement of financial position illustrates the effect of the
issue of Preference Shares and Holdings Options under the Offer as if the issue occurred
on 30 June 2004.

The pro forma consolidated statement of financial position has been prepared on the basis

of the issue price of the Preference Shares being $0.28 each and Holdings acquiring all of
the remaining QRL Shares on issue not currently held by Holdings.
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PRO FORMA STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2004
Holdings Pro forma
2004 2004
$ $

CURRENT ASSETS
Cash assets 2,703,328 2,704,637
Receivables - 515,431
Inventories
Other financial assets
Other : - 19,852
TOTAL CURRENT ASSETS 2,703,328 3,239,920
NON-CURRENT ASSETS
Receivables 5,678,028
Intellectual Property - 29,390,884
Other financial assets 17,786,627 527,506
Property, plant and equipment 27,649 313133
Other 4 4
TOTAL NON-CURRENT
ASSETS 23,492,308 30,231,527
TOTAL ASSETS 26,195,636 33,471,447
CURRENT LIABILITIES
Payables 31,455 1,153,896
Interest-bearing liabilities
Provisions 56,386 208,807
TOTAL CURRENT LIABILITIES 87,841 1,362,703
NON-CURRENT LIABILITIES
Interest-bearing liabilities
TOTAL NON-CURRENT -
LIABILITIES
TOTAL LIABILITIES 87,841 1,362,703
NET ASSETS 26,107,795 32,108,744
EQUITY
Contributed equity 30,028,591 38,428,591
Reserves
Retained profits {3.920,796) (6,319,847)
Parent enlity interest } 26,107,795 ) 32,108,744

Qutside equity interest
TOTAL EQUITY 26,107,795 32,108,744
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Notes to the accounts:
Intellectual property

Intellectual property consists of patents, licences and other technical know how and are
included in the consolidated pro forma at the cost of acquisition. Cost of acquisition
comprises the fair value of the consideration provided plus incidental costs directly
attributable to the acquisition. Equity instruments issued as consideration are recorded at
their market price at the date of acquisition which is considered to equate to fair value.
The carrying amount of intellectual property is reviewed periodically by the directors to
ensure that it is not in excess of the recoverable amount from these assets. The recoverable
amount is assessed on the basis of the expected net cash flow that will be received from
the use of these assets and their subsequent disposal.

Principles of Consolidation

A controlled entity is any entity controlled by Holdings. Control exists where Holdings
has the capacity to dominate the decision-making in relation to the financial and
operating policies of another entity so that the other entity operates with Holdings to
achieve the objectives of Holdings.

All inter-company balances and transactions between entities in the economic entity,
including any unrealised profits or losses, have been eliminated on consolidation.

Where controlled entities have entered or left the economic entity during the year, their
operating results have been included from the date control was obtained or until the date
control ceased,

Outside interests in the equity and results of the entities that are controlled are shown asa
separate item in the consolidated financial report.

Subsequent Events

Holdings extended its secured loan facility to its subsidiary QRL. The date for the
repayment of the facility has also been extended to 30 June 2005. The terms of the facility
otherwise remain the same.

QRL, has entered into an agreement with the China Institute of Atomic Energy (“CIAE")
to assist with the development of security screening systems. The parties also intend to
explore the potential for broader use of the QR technology in other security applications
throughout China.

QRL, has entered into a formal agreement with Los Angeles based Rapiscan Security
Products (U.S.A) Inc., which will see the latter company purchase two additional state-of-
the-art Nuclear Quadrupole Resonance (NQR) devices.

Under the terms of this agreement, QRL will provide NQR units to Rapiscan for
integration with Rapiscan’s Threat Image Projection (TIP) ready X-ray (TRX) machines,
which are used in airports and other locations around the world for the detection of
weapaons and other contraband. In addition, QRL will provide technical assistance to
Rapiscan to accomplish the integration.

119
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Holdings announced in September 2004 that it raised approximately $5.8 million dollars
via an oversubscribed placement at 27 cents per ordinary share with a one for two free
attaching 40 cent option expiring 12 January 2006. The shares and options were placed
with sophisticated and professional investors. Holdings will use the funds for ongoing
working capital. ‘

Both Holdings and QRL have received approval from shareholders for the
implementation of separate Employee Share Plans and the issue of shares to key
employees. In broad terms, both. plans will give each company the ability to issue shares
to staff with a restriction on their ability to sell those shares over a specified period of time
thereby aligning their long term interests with those of the company. Further details in
this regard are set out in section 8.5 and 8.9(c) respectively below.

Adoption of Australian Equivalents to International Financial Reporting Standards.

Australia is currently preparing for the introduction of International Financial Reporting
Standards (“IFRS”) as issued by the Australian Accounting Standards Board, effective for
financial years commencing Ist January 2005.

The company’s/economic entity’s management, along with its auditors, are assessing the
significance of these changes and preparing for their implementation. Appropriate
processes have been set in place to oversee and manage this transition to IFRS which
involves:

. the identification of the key differences in accounting policies and disclosures
that are likely to arise from the transition to IFRS and their impact on information
requirements, reporting and other related processes;

. formulating the changes required to existing policies, processes and systems in
order to transition to IFRS; and

. implementing the necessary changes to the accounting and business procedures,

The directors are of the opinion that the key differences in accounting policies that would
arise from the adoption of the IFRS standards (based on standards issued to date and
pending standards) are as summarised below. This summary should not be taken as an
exhaustive list of all differences and does not include disclosure, presentation and
classification differences that would affect the manner in which transactions or events are
presented.

The company/economic entity has not quantified the impact of the differences discussed
below. Accordingly, there can be no assurances that the financial performance and
financial position of the company/economic entity as reported in this financial report
would not be significantly different if determined in accordance with IFRS.

The key potential implications of the conversion to IFRS on the company/economic entity
are as follows:

. Intangible Assets -

Internally generated identifiable intangible assets (goodwill, research
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expenditure, deferred expenditure etc) will not be recognised as assets in
the statement of financial position if they do not meet certain recognition
criteria. Such expenditure should be expensed as incurred.

Intangible assets (goodwill at cost etc.) can only be revalued if there is an
active market for them.

Intangible assets which have indefinite lives will be tested for
impairment annually but will not be amortised.

Impairment of Assets — Assets with infinite lives that are not amortised should be
subjected to annual impairment tests. All other assets would be subject to
impairment tests only when there are indications of impairment. The recoverable
amount of an asset is the higher of the net selling price in an active market and its
value in use. Value in use is the net present value of the future cash flows that the
asset can generate.

Revaluations of Property, Plant and Equipment and Intangibles - Revaluation
increments and decrements relating to revalued property, plant and equipment
and intangibles would be recognised on an individual asset basis and not on a
class of asset basis.

Income Tax - Income tax will be calculated on the “balance sheet” approach
under which temporary differences are identified for each asset and liability. As
tax effects follow the underlying transaction, some tax effects will be recognised
in equity.

Equity-based Compensation — Equity-based compensation in the form of shares
and options will be recognised as expenses in the periods in which the employee
provides related services.

Financial Instruments - Derivative financial instruments and hedging activities
are to be recognised in the financial statements and most financial instruments
must be carried at fair value.

Effects of Changes in Foreign Exchange Rates - . The financial statements of the
company/economic entity may be reported in more than one currency. The
company‘s/economic entity’s integrated foreign operations can no longer be
translated using the temporal method.

Government Grants - Government grants will be recognised as income on a
systematic basis over the period necessary to match them with the associated
costs which they are intended to compensate rather than immediately they are
received or become receivable.
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THE OFFER

7.1

Terms of the Offer

(@)

(b)

(©

(d)

(e)

(f)

Holdings offers to acquire all Your QRL Shares subject to the terms and
conditions set out in this Offer.

As consideration for the acquisition of all Your QRL Shares, Holdings offers you
5 Preference Shares and 1 Holdings Option for every 2 of Your QRL Shares. The
Preference Shares to be issued as consideration will be comprised equally of A
Preference Shares and B Preference Shares. If the result of calculating your
entitlement to receive A Preference Shares and B Preferences Shares is a whole
number and a fraction then your entitlement will be rounded up to the next
whole number. Fractional entitlement to Holdings Options will be ignored.

A Preference Shares and B Preference Shares to be issued as consideration for the
acquisition of Your QRL Shares under this Offer will be issued on the terms and
conditions discussed in sections 8.1 and 8.2 of this Statement respectively.
Holdings Shares issued on conversion of the Preference Shares will be issued as
fully paid ordinary shares and will rank equally in all respects with, and confer
identical rights to, existing Holdings Shares.

A summary of the terms of Holdings Shares is set out in section 8.3 of this
Statement.

The terms and conditions attaching to Holdings Options to be issued -as
consideration for the acquisition of Your QRL Shares are set out in section 8.4.

Holdings is admitted to the Official List of ASX. Holdings Shares and Holdings
Options have been granted Official Quotation on ASX.

Holdings will apply to ASX within 7 days after the start of the Bid Period for
admission to Official Quotation on ASX of the Holdings Options that will be
issued as consideration for the acquisition of Your QRL Shares under this Offer.

Holdings will not apply for Official Quotation of the Preference Shares to be
issued as consideration for the acquisition of Your QRL Shares under this Offer.
Holdings will apply for Official Quotation on ASX of the Holdings Shares to be
issued on conversion of the Preference Shares.

Subject to sections 7.3(b) and 7.3(c), you may accept this Offer in respect of all of
Your QRL Shares only. Partial acceptance is not permitted.

It is a term of this Offer that Holdings will be entitled to all Rights in respect of
QRL Shares acquired by Holdings as a result of this Offer.

Offers on terms and conditions identical to those contained in this Offer have
been sent or will be sent to all holders of QRL Shares, registered as such in the
register of members of QRL at 5.00pm (Perth time) on the Record Date and such
other parties as Holdings is permitted to under the Corporations Act.
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Offer Period

(a)

Unless withdrawn, this Offer will remain open for acceptance during the period
commencing on the date of this Offer and ending at 5.00pm (Perth time) on 31
January 2005.

Holdings expressly reserves its right under section 650C of the Corporations Act
to extend the period during which this Offer remains open for acceptance or
otherwise to vary this Offer.

Who may accept this Offer

(@)
(b)

(©)

The Offer is made to you as the holder of Your QRL Shares.

If at the time this Offer is made to you, or at any time during the Offer Period and
before you accept this Offer, another person is, or is entitled to be registered as,
the holder of some or al} of Your QRL Shares (the “transferred shares”):

(i) a corresponding Offer is deemed to have been made to that other person
in respect of the transferred shares;

(ii) a corresponding Offer is deemed to have been made to you in respect of
Your QRL Shares other than the transferred shares; and

(i) this Offer to you is deemed to have been withdrawn in respect of the
transferred shares only.

If at any time during the Offer Period and before you accept this Offer, you hold
one or more parcels of Your QRL Shares as trustee or nominee for, or otherwise
on account of, another person within the meaning of section653B of the
Corporations Act, then in accordance with section 653B of the Corporations Act:

(1) the Offer shall be deemed at that time to consist of separate
corresponding Offers made to you in relation to the respective distinct
parcels of Your QRL Shares including any parcel that you hold in your
own right; and

(if) an acceptance by you of any of those separate corresponding Offers is
ineffective unless you have given to Holdings notice which indicates that
Your QRL Shares consist of distinct parcels and the acceptance indicates
the number of Your QRL Shares in the distinct parcel to which the
acceptance relates.

You may at the one time accept 2 or more such corresponding Offers as if they
were a single offer in relation to a distinct parcel of shares.

How to accept this Offer

(@)

You may accept this Offer at any time during the Offer Period, in the manner
provided in this section 7.4.
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To accept this Offer you must complete and sign the accompanying Acceptance
Form in accordance with the instructions on it and return it, together with any
other documents required by those instructions, including share certificates or, in
the case of the loss or destruction of those certificates, satisfactory evidence of the
loss or destruction of those certificates for the purposes of the constitution of
QRL, to the address below so that they are received by Holdings before the end
of the Offer Period:

By Post:

Computershare Investor Services Pty Limited
GPO Box D182,
PERTH WA 6840

By Hand:

Computershare Investor Services Pty Limited
Level 2, 45 St Georges Terrace
PERTH WA 6000

A reply paid envelope for postage is enclosed for your convenience.

Holdings may at any time deem any Acceptance Form received by it to be a valid
acceptance although any of the other requirements for acceptance have not been
complied with, but no Preference Shares nor Holdings Options need be issued by
Holdings until the required documents have been received and Holdings is
obliged to complete the acquisition.

Acceptance shall be deemed to have been effected when, subject to paragraph (c),
the duly completed Acceptance Form has been received by Holdings at one of
the addresses stated in paragraph (b) before the end of the Offer Period.

Once you have accepted the Offer in accordance with this section 7.4, you will be
unable to revoke your acceptance and the contract resulting from your
acceptance will be binding on you, except:

) as set out in section 7.9(c);

(ii) if within the Offer Period another party lodges a bidder’s statement with
ASIC under section 633 of the Act offering to acquire all of the QRL
Shares for greater consideration than that offered by Holdings under this
Offer and within 7 days of lodgement of that bidder’s statement,
Holdings does not increase the consideration under this Offer to at least
the level of consideration offered in that bidder’s statement; or

(iii) if the period for payment of the consideration to you is extended for
more than one month and, at the time, the Offer is subject to one or more
of the conditions in section 7.5(a), you may be able to withdraw your
acceptance and Your QRL Shares under section 650E of the Corporations
Act. A notice will be sent to you explaining your rights in this regard.
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The etfect of acceptance

By accepting this Offer in accordance with section 7.4, you will have:

(a)

(b)

(c)

(d)

(e)

B

(h)

accepted this Offer in accordance with its terms and conditions as to Your QRL
Shares, in respect of which you have accepted this Offer;

agreed to transfer to Holdings Your QRL Shares, in respect of which you have
accepted this Offer, subject to the condition referred to in section 7.10 being
satisfied and the Offer being declared free from the conditions set out in section
7.9 or such conditions being satisfied;

irrevocably authorised Heldings by its directors, servants and agents to complete
the Acceptance Form (if applicable) by rectifying any errors in or omissions from
it as may be necessary to make it an effectual acceptance of this Offer or to enable
registration of the transfer of Your QRL Shares to Holdings;

represented and warranted to Holdings that all of the QRL Shares acquired by
Holdings as a result of your acceptance of this Offer will both at the time of your
acceptance and at the time of registration of the transfer to Holdings be fully paid
up and free from all mortgages, charges, liens, encumbrances (whether legal or
equitable) and restrictions on transfer of any kind and that you have full power
and authority to sell Your QRL Shares;

represented and warranted to and agreed with Holdings that Your QRL Shares
in respect of which you have accepted this Offer will be acquired by Holdings
with all Rights and that you will execute all instruments as Holdings may require
for the purpose of vesting in it any Rights;

in the events that Rights do arise (which is not anticipated to occur) irrevocably
authorised and directed QRL to pay all Rights to Holdings or to account to
Holdings for all Rights, subject to any Rights received by Holdings being
accounted for by Holdings to you in the event that this Offer is withdrawn or the
contract resulting from your acceptance of this Offer is rendered void;

except where Rights have been paid or accounted for under paragraph (f),
irrevocably authorised Holdings to deduct from the consideration payable in
respect of Your QRL Shares in respect of which you have accepted this Offer, the
amount of all Rights or where the Rights take a non-cash form an amount equal
to the value of those Rights (as reasonably assessed by Holdings);

represented and warranted to Holdings that, unless you have provided notice in
accordance with section 7.3(c), Your QRL Shares in respect of which you have
accepted this Offer do not consist of distinct parcels of QRL Shares;

irrevocably appointed the Chairman of Holdings and each director of Holdings
from time to time, jointly and severally, as your proxy to attend and vote in
respect of Your QRL Shares in respect of which you have accepted this Offer at
any general meeting of QRL held from the time that the contract resulting from
your acceptance of this Offer is or becomes unconditional until Holdings is
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registered as the holder of Your QRL Shares in respect of which you have
accepted this Offer;

irrevocably appointed the Chairman of Holdings and each director of Holdings
from time to time, jointly and severally, from the time that the contract resulting
from acceptance of this Offer is or becomes unconditional, as your attorney in
your name and on your behalf:

(i) to execute and deliver all forms, transfers, assignments, notices and

instruments (including instruments appointing a director of Holdings as

a proxy in respect of all or any of Your QRL Shares in respect of which

you have accepted this Offer and any application to QRL for a

" replacement certificate in respect of any certificate which has been lost or
destroyed) and exercise any voting rights attaching to Your QRL Shares;

(i) generally to exercise all your powers and rights in relation to Your QRL
Shares in respect of which you have accepted this Offer including but not
limited to the power to requisition or join in requisitioning general
meetings of QRL in accordance with the constitution of QRL or sections
249D, 249E or 249F of the Corporations Act and to consent to short notice
of any general meetings of QRL; and

(iii) to request QRL to register in the name of Holdings or its nominee Your
QRL Shares in respect of which you have accepted this Offer which you
hold on any register of QRL,

and in exercising the powers conferred by this power of attorney the Chairman
of Holdings or a Holdings director (as the case may be) will be entitled to act in
the interests of Holdings as the beneficial owner and intended registered holder
of Your QRL Shares in respect of which you have accepted this Offer;

irrevocably authorised Holdings to notify QRL on your behalf that your address
for the purpose of serving notices upon you in respect of Your QRL Shares in
respect of which you have accepted this Offer is the address of Holdings, being 8
~ 10 Hamilton Street, Cannington, Western Australia, and that all such notices
are to be marked care of Holdings and to have directed QRL to serve all notices
and to send all correspondence, payments of dividends and other distributions,
rights and entitlements, notifications of entitlements and other communications
and documents of any kind in respect of those QRL Shares to Holdings at that
address; and

agreed to become a member of Holdings and be bound by Holdings’
constitution, to subscribe for the Preference Shares and Holdings Options to be
issued to you as consideration for the acquisition of Your QRL Shares and to
authorise Holdings to place in its preference shares, members and options
registers your name and other details required by the Corporations Act in respect
of the Preference Shares and Holdings Options to be issued to you.
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7.6 Dividends and other entitlements

(a)

()

Holdings will be entitied to all Rights declared, paid, made or which may arise or
accrue on or after the date of this Statement in respect of QRL Shares which it
acquires as a result of this Offer. No such Rights are anticipated.

If any Rights to which Holdings is entitled under section 7.6(a) arise, accrue or
are declared, paid or made in cash to you as the holder of the QRL Shares
acquired under section 7.6(a) and if such Rights are not paid to Holdings,
Holdings will be entitled to reduce the consideration specified in section 7.1(b) of
this Offer by the amount equal to the value, as reasonably assessed by Holdings,
of such Rights.

If any non-cash Rights to which Holdings is entitled under section 7.6(a) arise,
accrue or are issued or made to you as the holder of the QRL Shares acquired
under section 7.6(a) and if such Rights are not transferred to Holdings, Holdings
will be entitled to reduce the consideration specified in section 7.1(b) of this Offer
by an amount equal to the value, as reasonably assessed by Holdings, of such
non-cash Rights.

7.7 Satisfaction of Holdings obligations

(a)

(b)

(<)

If you accept this Offer and your acceptance complies with section 7.4 or
Holdings determines to treat your acceptance as valid, Holdings will issue to you
the Preference Shares and Holdings Options to which you are entitled on
acceptance of this Offer.

Holdings will issue the Preference Shares and Holdings Options to which you
are entitled on acceptance of this Offer on or before the earlier of:

(i) the twenty-first day after the end of the Offer Period; or

(ii) one month after the first day that both of the following apply:

(A) this Offer has been validly accepted by you; and

(B) this Offer or the contract resulting from your acceptance of this
Offer has become unconditional.

Subject to section 7.8, Holdings will allot to you the Preference Shares and
Holdings Options and forward the statement of holding in respect of those
Preference Shares and Holdings Options to you at your address as shown in the
Acceptance Form.

7.8 Foreign shareholders of QRL

(a)

What is a foreign shareholder?

If you are (or are acting on behalf of) a citizen or a resident of a jurisdiction other
than Australia or your address as shown in the register of members of QRL is a
place outside Australia and its external territories or you are acting on behalf of
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such a person then, unless Holdings otherwise determines (being satisfied that it
is not prevented from lawfully making this Offer to you, and that it is not
unlawful for you to accept this Offer by the law of that place), you will not be
entitled to receive Preference Shares and Holdings Options as the consideration
for Your QRL Shares by reason of your acceptance of this Offer and you will be a
“Foreign Shareholder” for the purposes of this section 7.8.

Nominee Sale

If you are a Foreign Shareholder and you accept this Offer, Holdings will arrange
for a nominee sale in accordance with section 7.8(d).

US Persons

Generally, if you are (and, to the extent you are acting on behalf of another
person, if that other person is) located in the United States or you are (or that
other person is) a “US person”, as defined in Regulation S under the US
Securities Act, you will be a Foreign Shareholder for the purposes of this section
7.8

Proceeds of Nominee sale
If you are subject to the restrictions in section 7.8(a), Holdings will:

] issue to a nominee approved by ASIC (“Nominee”), all Preference
Shares and Holdings Options to which you and all other Foreign
Shareholders would have been entitled under section 7.7 but for this
section 7.8 ("Nominee Securities”);

(ii) cause the Nominee to offer the Nominee Securities for sale in such
manner, at such price and on such other terms and conditions as ASX
approves;

(iii) cause the Nominee to pay to you the amount ascertained in accordance

with the formula:

Net Proceeds of Sale x  NTS
TTS

Where:

“Net Proceeds of Sale” is the amount (if any) remaining after deducting from the
proceeds of sale of all Nominee Securities the expenses of the sale;

“NTS" is the number of Preference Shares and Holdings Options which would
have been issued to you under section 7.7 but for this section 7.8;

“TTS” is the total number of Nominee Securities; and
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Payment will be made in Australian dollars, or if this is unlawful, the currency of
the country of residence of the Foreign Shareholder as shown in the register of
members of QRL.

7.9 Conditions of Offer

(a) This Offer and the contract resulting from acceptance of it are subject to the
condition that Holdings will not be obliged to complete the acquisition of any of
Your QRLU Shares unless:

(1) during the period commencing on the date of this Statement and ending
at the end of the Offer Period, none of the following events happens:

(A)

(B)

(D)

(E)
(B

(G)

M
(K)

L)

QRL converts all or any of its shares into a larger number or

smaller number of shares (see section 254H of the Corporations
Act);

QRL resolves to reduce its share capital in any way;

QRL enters into a buy-back agreement or resolves to approve
the terms of a buy-back agreement under sections 257C(1) or
257D(1) of the Corporations Act;

QRL makes an allotment of, or grants an option to subscribe
for, any of its shares, or agrees to make such an allotment or
grant such an option, other than pursuant to the QRL employee
share plan or as approved by QRL at the meeting of QRL
shareholders on 6 October 2004;

QRL issues or agrees to issue, convertible notes;

QRL-disposes or agrees to dispose, of the whole, or a
substantial part, of its business or property;

QRL acquires or agrees to acquire a substantial business or
property, or undertakes or is subjected to a substantial new

liability;

QRL charges or agrees to charge, the whole, or a substantial
part, of its business or property;

QRL declares or pays any dividend not being a dividend
announced prior to the date of this Bidder's Statement;

QRL resolves that it be wound up;
a liquidator or provisional liquidator of QRL is appointed;

a court makes an order for the winding up of QRL;




(b)

(©

(if)

(iif)

(iv)

W)

(vi)

(vii)

(viii)

(ix)
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M) an administrator of QRL is appointed under section 436A, 436B
or 436C of the Corporations Act;

(N) QRL executes a deed of company arrangement;

(O) a receiver, or receiver and manager is appointed in relation to
the whole, or a substantial part, of the property of QRL;

the Offer being recommended and supported by all of the directors of
QRL;

on or before the date which is 7 days before the end of the Offer Period,
Holdings obtains all shareholder approvals necessary (whether under the
Corporations Act, the Listing Rules, Holdings’ constitution or otherwise)
in order to implement the Takeover Bid, to issue the Preference Shares
and to attend to any other incidental matters;

before the close of the Offer Period, Holdings has acquired a relevant
interest in at least 90% of QRL Shares currently on issue;

at the close of the Offer Period, Holdings is able to proceed to
compulserily acquire all QRL Shares outstanding at the close of the Offer
Period;

no material adverse change in the structure, business, assets, liabilities,
financing or trading position, profitability or prospects of QRL or the
status or terms of any arrangements entered into by QRL occurring
before the close of the Offer Period; and

no material acquisitions, disposals, or other transactions or change in
circumstance occurring before the close of the Offer Period which is
likely to have & material change in the manner in which QRL conducts its
business or is likely to affect any material asset owned by QRL;

the weighted average price of Holdings Shares as traded on ASX overa 5
trading day period not exceeding $0.37 per Holdings Share during the
Bid Period; and

the ASX All-Ordinaries Index not declining to 3,000 or below during the
Bid Period.

Each of the conditions contained in section 7.9(a):

(M)

(i

constitutes and shall be construed as a separate, several and distinct
condition; and

until the expiration of the Offer Period will be for the benefit of Holdings
alone and may be relied upon only by Holdings.

Subject to the provisions of the Corporations Act, the breach or non-fulfilment of
any of the conditions in section 7.9(a) does not, until the end of the Offer Period,
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prevent a contract arising to acquire Your QRL Shares resulting from your
acceptance of this Offer but, if 7 or more days before the end of the Offer Period,
in respect of any condition in section 7.9(a):

{i) Holdings has not declared this Offer and all other Offers made by
Holdings to be free from that condition;

(ii) that condition has not been fulfilled or its satisfaction waived by

‘ Holdings,

all contracts resulting from the acceptance of Offers and all acceptances that have
not resulted in binding contracts are void. In that event, Holdings will retumn the
Acceptance Form together with all documents to the address shown in the
Acceptance Form. The conditions will not merge on completion of any contract
arising from acceptance of this Offer.

(d) It is a term of this Offer that Holdings may, subject to and in accordance with the
Corporations Act, declare this Offer and all other Offers and all contracts formed
by acceptance of such Offers to be free from the conditions in section 7.9(a) or any
one or more of them or any part of them. Any declaration made under this
paragraph (d) may be made at any time by Holdings in its sole discretion but in
compliance with the Corporations Act.

(e) Holdings will give notice on the status of the conditions in section 7.9(a) in
accordance with section 630(1) of the Corporations Act on 24 January 2005,
subject to extension in accordance with section 630(2) if the Offer Period is
extended.

7.10 ASX quotation
As:

(a) the consideration offered under this Offer is Preference Shares and Heldings
Options; and

(b) this Offer states that Holdings will apply to ASX within 7 days after the start of
the Bid Period for admission of the Holdings Options to quotation on ASX,

the following rules apply under section 625(3) of the Corporations Act:
() this Offer is subject to a condition that:

(i) an application for admission to quotation will be made within 7 days
after the start of the Bid Period; and

(i1) permission for admission to quotation will be granted no later than
7 days after the end of the Bid Period; and

(d) this Offer may not be freed from this condition.
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The condition referred to in this section 7.10 is not a defeating condition under the
Corporations Act.

Withdrawal of Offers

Holdings may withdraw this Offer at any time with the written consent of ASIC and
subject to the conditions (if any) in that consent.

Variation

Holdings may at any time, and from time to time, vary this Offer in accordance with the
Corporations Act.

No stamp duty or 6ther costs

Holdings will pay all stamp duty for the transfer of Your QRL Shares to it.
No brokerage is payable by you if you accept this Offer.
Interpretation

In this Statement, unless expressed to the contrary:

(a) terms defined in the Glossary in section 10 shall have the same meaning in this
Statement,
(b words importing the singular include the plural and vice versa and any gender

include the other gender;

{c) if a word or phrase is defined cognate words and phrases have corresponding
definitions;
(d) if a word or phrase is defined in the Corporations Act, it bears the same meaning;
(e) a reference to:
{1 a person includes a firm, unincorporated association, corporation and a

government or statutory body or authority;

(i1) a person includes the legal personal representatives, successors and
assigns of that person;

{iii) a statute, ordinance, code or other law includes regulations and other
statutory instruments under it and consolidations, amendments, re-
enactments or replacements of any of them;

(iv) a right includes 2 benefit, remedy, discretion, autherity or power;
(v) “$” or “dollars” is a reference to the lawful currency of Australia;
(vi) a section is to a section in this Statement; and

(vii) headings are for ease of reference only and do not aftect interpretation,
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ADDITIONAL INFORMATION

8.2

8.3

Terms and Conditions of A Preference Shares
The terms of the A Preference Shares are set out in full in Section 9 of this statement.
Terms and Conditions of B Preference Shares

The terms of the B Preference Shares are the same as the A Preference Shares other than B
Preference Shares automatically convert into Holdings Shares on 31 December 2006.
Similarly to the A Preference Shares, the B Preference Shares automatically convert into
Holdings Shares before 31 December 2006 if certain prescribed events occur. These events
are set out in section 9 of this Statement in the context of A Preference Shares.

Rights and Liabilities Attaching to Holdings Shares

The following is a broad summary (though not necessarily an exhaustive or definitive
statement) of the rights attaching to the ordinary shares of Holdings. Full details are
contained in Holdings’ constitution, available for inspection at its registered office.

(a) Share Capital
All issued ordinary shares rank equally in all respects.
(b) Voting Rights

At a general meeting of Holdings, every holder of Holdings Shares present in
person, by an attorney, representative or proxy has ane vote on a show of hands
and on a poll, one vote for every Holdings Share held, and for every contributing
share held, a fraction of a vote equal to the proportion which the amount paid up
bears to the total issue price of the contributing share.

() Dividend Rights

Subject to the rights of holders of shares issued with any special or preferential
rights (at present there are none), the profits of Holdings which the directors may
from time to time determine to distribute by way of dividend are divisible
among the shareholders in proportion to the shares held by them respectively,
according to the amount paid up or credited as paid up on the shares.

(d) Rights on Winding-Up

Subject to the rights of holders of shares with special rights in a winding-up (at
present there are none), on a winding-up of Holdings all assets which may be
legally distributed amongst the members will be distributed in proportion to the
shares held by them respectively, accordingly to the amount paid up or credited
as paid up on the share.




8.4

{e)

(£

(g)

(h)

@)

125

31

Transfer of Shares

Holdings Shares may be transferred by instrument in any form which complies
with Holdings’ constitution, the Corporations Act, Listing Rules and ASTC
Rules. Holdings Shares may be transferred by such means in accordance with the
Listing Rules and the ASTC Rules. The Directors may refuse to register a transfer
of shares only in those circumstances permitted by the Listing Rules and ASTC
Rules.

Calls on Shares

Shares issued as fully paid are not subject to any calls for payment by Holdings
and will not therefore become liable for forfeiture.

Further Increases in Capital

The allotment and issue of any new shares is under the control of the directors
and, subject to any restrictions on the allotment of shares imposed by Holdings’
constitution, the Listing Rules or the Corporations Act, the directors may allot,
issue or grant options over or otherwise dispose of those shares to such persons,
with such rights or restrictions as they may from time to time determine.

Variation of Rights Attaching to Shares

Where shares of different classes are issued, the rights attaching to the shares of a
class can thereafter only be varied by a special resolution passed at a separate
general meeting of the holders of those shares of that class, or with the written
consent of the holders of at least three quarters of the issued shares of that class.

General Meeting

Each shareholder will be entitled to receive notice of, and to attend and vote at,
general meetings of Holdings and to receive notices, accounts and other
documents required to be fumished to shareholders under Holdings’
constitution, the Corporations Act and Listing Rules.

Terms and Conditions of Holdings Options

The following details the rights attaching to the Holdings Options.

{a)

(b)

Exercise Date

 The Holdings Options are exercisable wholly or in part at any time before

5.00 pm (WST) on 12 January 2006. Holdings Options not exercised by that date
shall lapse.

Exercise Price

Each Holdings Option shall entitle the optionholder to acquire one Holdings
Share upon payment of the sum of 40 cents per Holdings Option to Holdings.
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Notice of Exercise

Each Holdings Option may be exercised by notice in writing to Holdings at any
time before their date of expiry. Any notice of exercise of an Holdings Option
received by Holdings will be deemed to be a notice of the exercise of that
Holdings Option as at the date of receipt.

Quotation of Options and Shares on Exercise

Application may be made to ASX for official quotation of the Holdings Options.
Application will be made for official quotation of the Holdings Shares issued
upon exercise of Holdings Options. The Holdings Options are transferable as the
optionholder thinks fit.

Participation Rights or Entitlements

There are no participating rights or entitlements inherent in the Holdings
Options and optionholders will not be entitled to participate in new issues of
securities offered to shareholders during the currency of the Holdings Options.
However, Holdings will ensure that for the purposes of determining entitlements
to any such issue, the record date will be at least 10 business days after the issue
is announced so as to give optionholders the opportunity to exercise their
Holdings Options before the date for determining entitlements to participate in
any issue.

Shares Allaotted on Exercise

Holdings Shares allotted pursuant to the exercise of Holdings Options will be
allotted following receipt of all the relevant documents and payments and will
rank equally with other issued shares in Holdings.

Reconstruction of Share Capital

In the event of a reconstruction (including consolidation, subdivision, reduction
or return) of the issued capital of Holdings, all rights of the optionholder shall be
reconstructed in accordance with the ASX Listing Rules.

Bonus Issues

If, from time to time, before the expiry of the Holdings Options, Holdings makes
a pro rata issue of shares to shareholders for no consideration, the number of
shares over which an Holdings Option is exercisable will be increased by the
number of shares which the optionholder would have received if the Holdings
Option had been exercised before the date for calculating entitlements to the pro
rata jssue,

Hbldings Employee Share Plan

Shareholder approval was obtained at a general meeting of Holdings held on 26
November 2004 to implement an employee share plan (“Plan”). The number of Holdings
Shares may be issued under this Plan is 15,500,000.
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Under the Plan, Holdings Shares will be issued to eligible employees for no consideration
and will be subject to specified restriction periods during which eligible employees will be
unable to sell, transfer, assign, mortgage or otherwise encumber those Holdings Shares.

If, during that restriction period, the eligible employee resigns or ceases to be employed
by Holdings for certain reasons, Holdings will have the right, subject to the Corporations
Act, to buy back those Holdings Shares still subject to express restrictions, for nominal
consideration.

The purpose of these restriction periods is to provide an incentive for all Holdings officers
and staff to remain with Holdings for at least the restriction period and to participate in
the growth of Holdings and its business.

As part of the intended issue of Holdings Shares under the Plan, 1,600,000 Holdings
Shares will be issued to each of Mr Simon Bedford and Mr Gary Pennefather, 8,000,000
Holdings Shares will be issued to Mr Kevin Russeth and 2,400,000 Holdings Shares will be
issued to Mr Rob Orr (or their eligible associates).

Incorporation of documents by reference

This Statement incorporates by reference, in accordance with section 712 of the
Corporations Act, the following documents:

@) Holdings' 2004 Annual Report, the relevant parts of which are:

® the Chairman'’s report (page 4) highlights Holdings® activity over the
previous year, such as additions to the executive team, investment in
QRL, material contracts and business model;

(ii) Holdings’ corporate governance statement (page 7);

(iii) the director’s report (page 9) which contains information about Holdings’
directors, Holdings’ operations and a review of those operations and
activities, , a review of Holdings’ financial position, corporate governance
and compliance, after balance date events, significant changes in state of
affairs, future developments, information on directors’ meetings, options
and emoluments, audit committee, and proceedings on behalf of
Holdings;

(iv) the financial statements (page 18); and
v} the independent audit report (page 52);

(vi) information required by ASX (page 53), including information as to
Holdings’ shareholders and optionholders and Holdings’ restricted and
unquoted securities; and

(b) QRL’s 2004 Annual Report, the relevant parts of which are:

(i) the director’s report (page 2) containing details of the directors, review of
results and operations, events subsequent to balance date, likely
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developments, interests and emoluments of directors, options on issue,
indemnification and insurance of officers and proceedings on behalf of
QRL; and

(ii) the financial statements (page 8).

A copy of those documents will be given, free of charge, to any holder of QRL Shares who
asks for them during the Offer Period. Requests may be made by writing to Holdings’
office at 8-10 Hamilton Street, Cannington, WA or by telephoning (08) 9358 5011.

Trading history

The highest and lowest recorded sale prices of Holdings Shares and Holdings Options on
ASX during the 3 months before, and the closing price on the day before the date of this
Statement are set out below:

3 month high | 3monthlow | Last market sale price i

(on 2 December 2004])
Holdings Shares 0.3050n3 0.220n 13 $0.255
September 2004 October 2004
Holdings Options | $0.06 on3 $0.038 on 22 $0.044
September 2004 | September
2004

Risks

As with all investments, holders of QRL Shares should be aware that an investment in
Holdings involves a number-of risk factors which are specific to Holdings and the
industry in which it operates. Some of these risks will be mitigated by the strategy and
systems of Holdings but many are outside its control.

Holdings is also exposed to general market risks associated with any ASX listed
investment. Before deciding whether to accept Preference Shares and Holdings Options,
the directors believe that holders of QRL Shares should consider carefully the following
risk factors in conjunction with other information contained in this Statement.

As QRL is a controlled entity of Holdings, the risks which are associated with the QRL
business will apply to a holding of Preference Shares (and upon conversion, Holdings
Shares) and Holdings Options.

The risk factors listed below should not be taken as an exhaustive list of the risk factors to
which Holdings is exposed.

(a) General risks

There are a number of general risk factors outside the control of Holdings and
the directors of Holdings relating to the general business environment. These
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general risk factors may adversely impact upon Holdings’ performance, financial
position, profitability and prospects including the price of Holdings Shares and
Holdings Options. The general risk factors include but are not limited to the
following:

Stock Market Fluctuations

The market price of Holdings Shares and Holdings Options will be subject to
varied and often unpredictable influences on the stock market generally and
Holdings in particular. Therefore the Holdings Options offered under this
Statement, and the Holdings Shares to be issued upon conversion of the
Preference Shares offered under this Statement, may trade above or below their
recent prices as noted in section 8.7.

General Economic Conditions

Changes in interest and inflation rates, exchange rates, relevant taxation and
other legal regimes and government policies in Australia and overseas may
adversely affect Holdings.

General Investment Risks

There is a risk that the price of securities and returns to holders of Holdings
Shares and Holdings Options may be affected by changes in:

Q) local and world economic conditions;

(i) interest rates;

(if) levels of tax, taxation law and accounting practices;

(iv) government legislation or intervention;

{v) inflation or inflationary expectations; and

(vi) natural disasters, social upheaval, ongoing terrorist activities or war in

Australia or overseas.
(b) Specific Risks

There are a number of specific risk factors relating to Holdings which may
adversely impact upon its operating performance, financial position and
prospects. These specific risks include, but are not limited to:

Business Management

There is a risk that the strategy and process to be applied by Holdings and
judgement to be exercised by its management team in operating its business will
not create positive returns for Holdings.




Liquidity

The directors of Holdings can make no guarantee that the Holdings Shares (to be
issued on conversion of the Preference Shares) and Holdings Options whilst
listed will have a depth of trading.

Management Performance/Reliance on Key Personnel

The ultimate success of Holdings will depend on the performance of its
management team and the loss of key management could have adverse
consequences for Holdings.

Whilst the Company has entered into appropriate employment arrangements
with key personnel with the aim of securing their services, the retention of their
services cannot be guaranteed. Current employment arrangements exist between
Holdings and Kevin Russeth (as President and Chief Executive Officer), Gary
Pennefather (as Vice President - Commercial Systems), Simon Bedford (as Vice
President Business Development) and Rob Orr (as Company Secretary).

. Holdings cannot guarantee that the company will have adequate management
skills as may be required from time to time to operate the business or that
Holdings will be able to attract these skills as required.

Dilution

Holdings may over time seek to increase its capital base for matters such as
funding:

(1) the ongoing working capital requirements of its business;

(i) other potential business opportunities sufficient in number and quality to
warrant further issues; or

(iii) share incentive plans to maintain and attract staff.

This would create potential dilution for holders of Preference Shares, Holdings
Shares and Holdings Options.

Commercial Disputes

Holdings occasionally become subject to commercial disputes that could harm its
business. From time to time Holdings is engaged in disputes regarding its
commercial transactions. These disputes could result in monetary damages or
other remedies that could adversely impact Holdings financial position or
operations. Even if Holdings prevail in these disputes, they may distract its
management from operating its business.

Sales and Market Expansion

Expansion into international markets is important to Holdings long-term success.
To date Holdings only has limited experience in this regard.
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QRL risks

As Holdings’ primary focus is QRL, with QRL being a controlled entity of
Holdings, a holding of Preference Shares, Holdings Shares (issued upon
conversion of the Preference Shares) and Holdings Options will be subject to the
risks affecting the business of QRL, as well as those risks specific to Holdings.

Based on information known to Holdings as at the date of this statement,
Holdings considers the key risks associated with QRL include the following.
This should not be considered an exhaustive statement by Holdings in this
regard.

Technology Risk

QR is a developing technology with some technical limitations. Holdings cannot
warrant or guarantee that these limitations will be resolved or improved, by QRL
or any other party, sufficiently in order for QRL's intellectual property to reach
its full commercial potential.

Reliance on Key Personnel

QRL is a research and development company and as such is largely dependent
upon its key personnel. Holdings cannot warrant or guarantee that it will be able
to retain QRL’s key personnel nor that it will be able to attract and recruit
suitable replacements should one or more key personnel leave the employment
of QRL nor that it will be able to attract and recruit additional employees that
may be required in the future. Holdings cannot warrant or guarantee that
neither it nor QRL will be effective in securing the services of key personnel and
as such cannot warrant or guarantee that the personnel requirements of QRL will
be met. The loss of key personnel and or the inability to recruit the required staff
would most likely be detrimental to the value of an investment in Holdings.

Intellectual Property

To Holdings’ best knowledge Quadrupole Resonance (“QR”) has not been
widely commercialised by any entity in the world. Holdings cannot warrant or
guarantee that QR or indeed QRL'’s intellectual property wili be accepted by any
regulatory authorities or the commercial marketplace in general.

Holdings is aware that there are other companies and organisations working in
the QR field developing similar products and technologies. Holdings is also
aware that there are other companies working with different technologies that
may compete with QR and QRL’s technology in the market place. Holdings
cannot warrant or guarantee that the technology or QRL’s intellectual property
will be commercialised and or competitive with other QR entities or other
technologies that exist either now or in the future.

Holdings is aware that competitors both in the QK field and in competing
technologies have had substantial funding from various governments, in
particular the US Government. While QRL is progressing some applications for
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US Government funding in conjunction with various partners, Holdings cannot
warrant or guarantee that QRL will receive any funding from any government by
means of grants or contracts or any other way. The technology may require
additional capital in order to bring a product to market and Holdings cannot
warrant or guarantee that neither it nor QRL will be able to fund those
requirements.

Holdings is aware that the granting of a patent does not guarantee that the owner
of the patent is entitled to practice the invention claimed in the patent. It is
sometimes necessary to obtain cross licences to other patents which have been
granted to third parties in a similar field and which have an earlier priority date.
Also, it is not possible to guarantee the validity of a patent and its enforceability
even after it has been granted, because a patent can be revoked on the grounds of
invalidity at any time during the patent term.

QRL may in the future be subject to intellectual property rights claims, which are
costly to defend, could require the company to pay damages and could limit our
ability to use certain technologies in the future. This could irrevocably harm our
business.

Reliance upon Agreements/Alliances with Third Parties

The ultimate success of QRL’s business is in part dependent upon the successful
completion of agreements with a major alliance partner or partners to
manufacture and pursue a sales and marketing program for the technology. In
the event that this is not achieved the value of an investment in Holdings may be
adversely affected. In the event that the agreements are completed Holdings
cannot warrant that completion will ultimately prove to be commercially
favourable for QRL’s.

QRL's licensing agreements are subject to the satisfaction of various conditions
precedent, including the parties reaching agreement with BTG International
Limited on various issues. Certain of the conditions precedent to the agreements
are not within the power of Holdings or QRL to satisfy, and whether they are
satisfied will depend upon the actions of third parties. If these or any other
conditions precedent are not satisfied, the agreements may not come into effect
and the value of an investment in Holdings may be adversely affected.

QRL has entered into an agreement for a licence over various patents in the field
of QR technology. In the terms of the agreement there are various conditions
required to maintain the original terms of the agreement which if breached may
reduce the value of the agreement and may ultimately terminate the agreement.
Holdings cannot provide any warranty or guarantee that these conditions have
not been breached or will not be breached in the future. The value of an
investment in Holdings may possibly be diminished if these conditions have
been breached or are breached in the future.

Holdings cannot warrant or guarantee that the terms of any agreement or
agreements that have been or may be reached between QRL and any other party
or parties will be on terms that are commercially favourable to QRL.
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Market Risks

Holdings cannot warrant or guarantee that the market will be accepting of the
technology or products or that they will be bought in sufficient quantities or at
sufficient prices to make the business of QRL viable.

Regulatory Requirements and Approvals

In pursuing its commercialisation strategy, QRL may be exposed to certain
regulatory risks. The markets in which QRL and its pariners intend to operate in
are generally regulated and or supervised by various Government bodies or
organisations. Holdings cannot warrant or guarantee that any existing or future
policies of any existing or future domestic or international Government or
regulatory body will not restrict or hinder the activities of QRL or QRL’s ability
to commercialise its products.

Partmers of QRL will generally be responsible for developing and selling
products which may contain QRL’s technology in isolation or in conjunction with
other technologies. These new products, QR generally and QRL’s intellectual
property specifically may require acceptance and additional testing by the
relevant regulatory authorities before being ready for commercial deployment.
Holdings cannot warrant nor guarantee that all performance requirements by
any regulatory authority, partmer, potential partner or commercial market has
been or will be met in the future.

Litigation

QRL is currently involved in various legal actions, both as a plaintiff and as a
defendant, as set out below.

Keenfern Pty Ltd, a company associated with Olga Sawtell, a former director of
QRL made a statutory demand for $35,000 against QRL. QRL responded to the
statutory demand by commencing proceedings in the Supreme Court of Western
Australia against Ms Olga Sawtell, and Keenfern Pty Ltd. QRL is claiming
damages against Ms Sawtell for alleged breaches of her duties as a director,
breach of fiduciary duties and duty of care and also for misleading and deceptive
conduct. The damages claimed by QRL are yet to be quantified.

Ms Sawtell and Keenfern Pty Ltd have filed a counterclaim in these proceedings
in the sum of approximately $450,000 in respect of alleged unpaid consulting fees
and expenses. QRL has been advised by its lawyers that it has good prospects of
setting aside the statutory demand, of prosecuting the action against and
defending the counterclaim made by Ms Sawtell and Keenfern Pty Ltd. QRL
continues to defend these actions.

QRL has applied to the British High Court in relation to seeking interpretation
and clarification of a clause within the BTG contract. The application is in
relation to QRL’s right to acquire ownership of the BTG patent portfolio in
certain circumstances.




8.9

134
40

QRL terminated a consultancy agreement with Mr Grayem Forrest. Mr Forrest is
claiming unpaid expenses and consultancy amounting to approximately $26,000
per month for a period of two years to 26 September 2003. Mr Forrest has
commenced proceedings in the Supreme Court of Western Australia against the
QRL. QRL continues to defend the action.

While Holdings understands that QRL is defending all litigation brought against
it, Holdings cannot warrant or guarantee that the litigation in which QRL is
currently involved in or any potential future litigation will be resolved in favour
of QRL and if not resolved in QRL’s favour may result in substantial expense and
cost to QRL.

Relevant Interests and Voting Power in QRL

(a)

Holdings

On the date of this Statement, QRL had on issue the following securities:

Description No. of Securities

Fully Paid Ordinary Shares 30,658,380

Cptions exercisable at $0.50 and expiring on 1,405,400
30 September 2005

Options exercisable at $2.00 and expiring on 100,000
28 February 2005

Options exercisable at $2.00 and expiring on 4,000,000
30 April 2005

Options exercisable at $2.00 and expiring on 3,000,600
31 December 2005

Options exercisable at $3.00 and expiring on 750,000
30 September 2012

Options exercisable at $1.25 and expiring on 200,000
31 December 2005

Immediately before this Statement and immediately before the date of the bid,
Holdings had a relevant interest in the following QRL securities:

Description No. of Securities

Fully Paid Ordinary Shares 18,667,558

Options exercisable at $2.00 and expiring on 4,000,000
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30 April 2005

Options exercisable at $2.00 and expiring on 1,900,000
31 December 2005

As at the date of this Statement and the date immediately before the date of the
bid, Holdings had voting power of approximately 61% in QRL.

Holdings has not acquired a relevant interest in any QRL Shares since 20 January
2004.

A drawdown loan facility has been provided to QRL by Holdings, secured by
way of a fixed and floating charge over the assets of QRL ("Holdings Loan
Facility”). The interest rate payable is 8% per annum and is currently being
capitalised. The facility is repayable on 30 June 2005 and Holdings may, subject
to the Corporations Act, elect to convert all or part of the outstanding principal,
interest and costs into QRL Shares for so long as those amounts remam
outstanding. '

Holdings may not, by electing to convert, accelerate the due date for payment of
any amount under the Holdings Loan Facility. QRL must simultaneously make
all payments which are due in respect of outstanding principal, interest and costs
and which Holdings has not elected to convert to QRL Shares. The conversion
price will be the issue price per QRL Share under the most recent capital raising
over $500,000 conducted by QRL before Holdings provides a conversion notice,
provided that in September 2002 it does not exceed the value offered by Holdings
under its takeover bid for QRL. Holdings has a right to acquire shares in the
event that QRL proposes to issue QRL Shares to a third party, in order to avoid
any dilution of its interest resulting from that issue. Holdings has not exercised
this right.

Holdings’ Directors

Immediately before the date of this Statement, Mr Russeth held a relevant
interest in 300,000 options to acquire QRL Shares for $2.00 on or before 31
December 2005 and Mr Pennefather held a relevant interest in 100,000 options to
acquire QRL Shares for $2.00 on or before 31 December 2005. No other Holdings
directors have relevant interests in QRL securities.

QRL Employee Share Plan

On 6 October 2004 the shareholders of QRL approved the QRL Employee Share
Plan and approved the issue of up to 4,998,829 QRL Shares to directors and staff.
As at the date of this statement, the shares have not been issued but may be
issued before the end of the Offer Period.
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Under the terms of the plan, part of the QRL Shares (namely 2,598,829) are
restricted from trading for a three year period, however the making of the Offer
would be sufficient to release those shares from the trading requirements.

Under the terms of the takeover announcement by Holdings dated 27 October
2004, Holdings stated its intention to offer to include QRL employees under the
Holdings employee share plan to the extent that those employees would have
participated under the QRL Employee Share Plan in substitution for participation
under that plan.

Holdings has applied for relief from ASIC to permit Holdings to extend its
Takeover Bid to any QRL Shares issued under the terms of the QRL Employee
Share Plan after the Record Date and during the Offer Period.

Consideration Provided for Acquisition of QRL Shares by Holdings
and its Associates

Neither Holdings nor any associate of Holdings has entered into any purchase or
agreement for QRL Shares during the 4 Months before the date of this Offer.

Collaterai Benefits

In the 4 Month period ending on the day immediately before the date of this Statement,
and in the period between the date of this Statement and the date of the Offer, neither
Holdings nor any associate of Holdings gave or offered to give or agreed to give a benefit
to another person where the benefit:

(a) was likely to induce the other person or an associate to accept an Offer under the
Takeover Bid or dispose of QRL Shares; and

{b) - is not offered to all holders of QRL Shares under the Takeover Bid.
Taxation and Stamp Duty Considerations
(a) Australian Residents

The taxation implications of the proposed takeover Bid may be different for each
holder of QRL Shares. Therefore each QRL shareholder should seek advice from
their own taxation advisors in relation to their particular circumstances. The
following information is general in nature and should not be relied upon without
obtaining advice in relation to individual circumstances.

The determination of a taxpayer’s residential status for income tax purposes is a
complex matter. If you are in doubt, you should seek professional advice. The
following comments are made in relation to a resident Australian taxpayer.

The acceptance of the Offer will result in the disposal of shares by QRL
shareholders. The consideration for the disposal of those QRL Shares will be
Preference Shares and Options in Holdings. The shares held by QRL
shareholders will have been acquired after 19 September 1985 and therefore
subject to the capital gains tax provisions of the Income Tax Assessment Act 1997
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(“the Act”). A capital gain or capital loss is computed by taking the difference
between the cost of the asset, being the shares in QRL, and the capital proceeds,
being the value of the Preference Shares and Holdings Options in Holdings.

Where the shares in QRL are disposed of by a resident Australian taxpayer any
capital gain or loss must be considered in determining the taxpayer’s taxable
income. The cost of the shares in QRL will depend upon how they were
acquired. In the simplest case the cost will be the amount paid for the shares in
QRL. It can also include the incidental costs for the acquisition of the shares and
other defined amounts related to the acquisition and holding of the shares.

The capital proceeds in this case will be the market value of the property received
in respect of the QRL Shares. The property in this case is the Preference Shares
and Holdings Options.

If a capital gain is derived upon the disposal of the shares in QRL it may be
subject to a 50% discount. A discount will only be available where the shares
have been held for more than twelve months and are held by an individual or
trust. A one third discount may be available where the shares have been held by
a superannuation fund for more than twelve months. If a discount is available
then only the remaining capital gain is included in the taxpayer’s assessable
income. No discount is available where the shares are held by a company.

If a capital loss is incurred by the taxpayer that loss may be either off set against
capital gains (before discount) derived in the year or carried forward for
potential off set against taxable capital gains derived in future years.

The proposed Takeover Bid partially complies with the requirements for a valid
scrip for scrip roll-over pursuant to Subdivision 124-M of the Act. QRL
shareholders may choose to use this roll-over option if they would otherwise
derive a taxable capital gain. If this choice is made, that part of any capital gain
attributable to the QRL shares exchanged for Holdings securities will be deferred
until the Holdings securities are dealt with.

Subdivision 124-M of the Act contains a number of conditions for, and exceptions
to, the eligibility of an entity to choose the roll-over. Below is an outline of the
main conditions and exceptions that are relevant to the circumstances of this
arrangement.

Subparagraph 124-780(1)(a){i) requires an entity to exchange a share in a
company (the ‘original entity’) for a share in another company. This requirement
will be satisfied by QRL shareholders to the extent they receive Holdings shares
as consideration for the transfer of their QRL Shares to Holdings.

Paragraph 124-780( 1 }( b ) and subparagraph 124-780( 2 ){ a ){ ii ) require that the
exchange of shares is in consequence of a single arrangement that results in the
acquiring entity {Holdings) increasing the percentage of voting shares that it
owns in the original entity (QRL) and the acquiring entity (Holdings) becoming
the owner of 80 % or more of those voting shares).
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The Takeover Bid in the Bidder's Statement is considered to be a ‘single
arrangement’ as that expression is used in its context in the scrip for scrip roll-
over provisions.

Whether or not the arrangement results in Holdings becoming the owner of 80%
or more of the voting shares in QRL is a question of fact that can only be satisfied
if Holdings becomes the owner of 80% or more of the voting shares in QRL as a
result of the proposed arrangement.

Paragraphs 124-780(1)(b) and 124-780(2)(b} require that the exchange of shares is
in consequence of a single arrangement in which at least all owners of voting
shares in the original entity (QRL) could participate . This requirement will be

met as QRL issued shares consist wholly of ordinary shares and the proposed
Offer will be made to all QRL shareholders.

Paragraphs 124-780(1)(b) and 124-780(2)(c) require that the exchange of shares is
in consequence of a single arrangement in which participation was available on
substantially the same terms for all of the owners of interests of a particular type
in the original entity, This requirement will be satisfied.

Paragraphs 124-780(1)(c) and 124-780(3)(b) require that, apart from the roll - over
. the original interest holder would make a capital gain from a CGT event
happening in relation to its original interest (its QRL shares). Whether a QRL
shareholder would make a capital gain, apart from the roll-over, in relation to the
disposal of their QRL Shares under the arrangement is dependent on the specific
circumstances of each shareholder - in particular the shareholder's cost base of
each QRL Share and the value of the consideration received.

A reasonable portion of the cost base of the QRL Share will be taken into account
in working out the capital gain in respect of the Holdings Options (ineligible
proceeds). That is, that part of the disposal of the QRL Shares that relates to that
part of the consideration in the form of the Holdings Options will not be able to
use the roll-over option and a capital gain will be included in the shareholder’s
assessable income.

Non residents

The consequences for non residents of the takeover offer are likely to be similar
to those for resident Australian taxpayers. However, each non-resident should
seek their own tax advice in relation to the facts peculiar to their case, and to
determine the consequences and availability of the scrip for scrip roll-over
provisions.

Stamp duty

No stamp duty is payable by QRL shareholders on the allotment of Preference
Shares and Holdings Options ‘o them. Any stamp duty payable on the transfer
of QRL Shares pursuant to the Takeover Bid will be paid by Holdings.
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Fees and benefits payable to directors of Holdings and others

Except as set out below or described elsewhere in this Statement, no:

(a) director or proposed director of Holdings;

(b) person named in this Statement as performing a function in a professional,
advisory or other capacity in connection with the preparation or distribution of
this Statement; or

(c) promoter of Holdings,

holds or held, at any time within 2 years before the date of this Statement, any interest in
the Offer or in the formation or promotion of, or in any property acquired or proposed to
be acquired by, Holdings in connection with its formation or promotion or the Offer.

Set out below are the amounts that anyone has paid or agreed to pay and the nature and
value of any benefit anyone has given or agreed to give:

(a) to a director or proposed director of Holdings to induce him to become, or
qualify him as, a director of Holdings;

(b) for services provided in connection with the formation or promotion of Holdings
or the Offer by any director or proposed director of Holdings, any person named
in this Statement as performing a function in a professional, advisory or other
capacity in connection with the preparation or distribution of this Statement, any
promoter of Holdings, or any stockbroker or underwriter to the Offer:

(1)

(i)

(iii)

Mr Russeth is entitled to be paid $18,333 per month gross under his
executive service agreement with Holdings including directors’ fees, Mr
Bedford is entitled to be paid $16,500 per month gross under a service
agreement inctuding directors’ fees and Mr Pennefather is entitled to be
paid 517,500 per month gross under a service agreement including
directors’ fees;

Pullinger Readhead Lucas have acted as solicitors to Holdings in relation
to the Takeover Bid and in that capacity have provided to Holdings
advice on the Takeover Bid generally, assisted in preparing this
Statement and will be paid a fee of approximately $20,000 for provision
of these services; and

Moore Stephens BG have acted as auditor to Holdings for the 2 years
before the date of this Statement and have received fees totalling $22,115
for auditing services rendered during that period.

Benefits given to directors of Holdings by virtue of their position

Under the constitution of Holdings, its non-executive directors may be paid such
remuneration as is determined by Holdings in general meeting, to be apportioned
amongst them as they agree.
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The directors are entitled to be paid reasonable travelling, accommodation and other
expenses which they incur in carrying out their duties, and any non-executive director
performing extra or special services for Holdings may be remunerated for those services.

The constitution of Holdings provides that every director shall be indemnified by
Holdings against all liabilities incurred in acting as a director, but excluding any liability
to Holdings or any related body corporate of Holdings and any liability arising out of
conduct involving a lack of good faith. The indemnity extends to any liabilities incurred
in defending proceedings in which judgment is given in the director’s favour or in which
the director is acquitted or in connection with an application in relation to such
proceedings, in which the court grants relief to the director under the Corporations Act.

Holdings has entered into director’s and officers liability insurance policies whereby to
the maximum extent permitted by law, the Directors are insured in relation to their
actions whilst acting as directors of Holdings.

Apart from the matters disclosed above, no transactions have been entered into with
directors of Holdings or with entities related to them in connection with the Offer.

Interests of directors of Holdings

The table below shows the interests of each director of Holdings in securities of Holdings
as at the date of this Statement:

Director Holdings 20 cent | 40 cent 60 cent $1.00
Shares Options | Options Options Options

Kevin Lee Russeth ‘2,600,000 1,250,000 | 1,250,000 | 1,250,000

Simon Peter Bedford

Gary Bruce Pennefather 18,000

At the shareholder meeting on 26 November 2004, Holdings shareholders approved the
issue of further Holdings Shares to the directors of Holdings are set out in section 8.5

above.

Consents and Liability Statements

(a) Moore Stephens BG

Moore Stephens BG has given and has not, before lodgement of this Statement,
withdrawn its consent to be named in this Statement in the capacity of auditor to

Holdings.
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(b) Pullinger Readhead Lucas

Pullinger Readhead Lucas has given and has not, before lodgement of this
Statement, withdrawn its consent to be named in this Statement in the capacity of
solicitors to Holdings.

Moore Stephens BG and Pullinger Readhead Lucas:
(i) have not authorised or caused the issue of this Statement;

(ii) have not made, or purported to have made, any statement in this
Statement except in this section; and

(iii) do not assume responsibility for any part of this Statement except for the
statements in this section.

Each of them, to the maximum extent permitted by law, disclaim any
responsibility or liability for any part of this Statement other than a statement
contained in this section.

8.17 Other material information
Other than as set out in this Statement, there is no other information that:

(a) is material to the making of a decision by a holder of QRL Shares whether to
accept an Offer, and

(b) is known to Holdings, and

() relates to the value of Preference Shares and Holdings Options offered as
consideration under the Takeover Bid,

that has not previously been disciosed to the holders of QRL Shares.
8.18 Expiry Date

The expiry date of this Statement is 12 Months after the date of this Statement. No
securities will be issued on the basis of this Statement after the expiry date.
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TERMS OF A PREFERENCE SHARES

1.1

QRSCIENCES HOLDINGS LIMITED
ABN 27 009 259 876

“A"” PREFERENCE SHARES
Terms and Conditions

DEFINITIONS AND INTERPRETATION
Definitions
In this document:

"“A Preference Share” means a non-cumulative, non-redeemable converting preference
share in the capital of the Company issued on the terms set out in this document;

" Associated Company” means any:

(a) related body corporate of the Company within the meaning of section 50 of the
Corporations Act; and

{b) any entity designated by the Board in its discretion to be an associated Company;
“ASX"” means Australian Stock Exchange Limited;

“B Preference Share” means a B Preference Share issued (or to be issued) by the
Company;

“Bonus Issue” means an allotment by the Company to holders of Ordinary Shares of
Securities in the Company for no consideration;

“Business Day” means Monday to Friday inclusive except any day that ASX declares is
not a business day;

“Company” means QRSciences Holdings Limited (ABN 27 009 259 876);
“Constitution” means the constitution of the Company, as amended from time to time;

“Conversion” means the conversion of the A Preference Shares into Ordinary Shares in
accordance with the terms of this document and “Convert” shall have a corresponding
meaning;

“Conversion Date” has the meaning set out in clause 5(g);

“Conversion Multiple” means 1;

“Corporations Act” means the Corporations Act 2001 (Cth) as amended, consolidated or
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replaced;

“Dividend Calculation Date” means on and from the Issue Date, every 30 June up to and
including the Conversion Date;

“Holder” means the registered holder of an A Preference Share;

“Issue Date” means the date on which an A Preference Share is issued;

“Issue Price” means the issue price of an A Preference Share;

“Listing Rules” means the Listing Rules of ASX, as amended, consclidated or repiaced;

“Non-Cumulative Preference Dividend” means a non-cumulative preference dividend of
10% per annum on the Issue Price, calculated on the Dividend Calculation Date and
payable in accordance with clause 3;

“Ordinary Share” means a fully paid ordinary share in the capital of the Company;
“QRL” means QRSciences Limited ABN 84 071 648 309;

“Rights [ssue” means an offer or invitation by the Company made to holders of Ordinary
Shares on a pro rata basis to subscribe for Securities of the Company or any other entity
(whether reasonable or otherwise);

“Securities” means shares, debentures, debenture notes and any options to subscribe for
the same; and

“Special Consent” means:

() a resolution passed by not less than three-quarters of the Holders holding not
less than three-quarters of the A Preference Shares for the time being in issue,
passed at a general meeting of the Holders; or

) a consent in writing signed by not less than three-quarters of the Holders holding
not less than three-quarters of the A Preference Shares for the time being in issue.

Interpretation
(a) A reference to a clause is a reference to a clause of this document.

&) Unless the context otherwise requires, words defined in the Constitution have
the same meaning in this document.

RIGHTS, POWERS AND PRIVILEGES

(@) The A Preference Shares are issued on and subject to the terms and conditions of
Regulation 5 of the Constitution.

(b) The Constitution applies to each Holder and to the A Preference Shares except to
the extent that the terms of this document conflict with the terms of the
Constitution.




(c)

(d)

50

Where the terms of this document conflict with the terms of the Constitution, the
terms of this document prevail as between the Company and each Holder.

If any provision of this document is or becomes inconsistent with the Listing
Rules, this document is deemed to be amended to the extent of the inconsistency.

DIVIDENDS

(a)

©

- (d)

(e)

(h)

(¥

Subject to clause 3(b), each A Preference Share confers on its Holder the right to
receive the Non-Cumulative Preference Dividend in accordance with this
clause 3.

Non-Cumulative Preference Dividends shall be paid if there are funds of the
Company legally available to pay the Non-Cumulative Preference Dividend on a
Dividend Calculation Date and if the Company resolves to pay the Non-
Cumulative Preference Dividend out of these funds.

For the avoidance of doubt, if Non-Cumulative Preference Dividends are not
declared as at a Dividend Calculation Date, the Non-Cumulative Preference
Dividend shall not accumulate and shall not be payable by the Company.

Except as provided in this clause3, A Preference Shares are not entitled to
participate in the profits of the Company, either before or after the winding up of
the Company.

If a Non-Cumulative Preference Dividend is declared as at a Dividend
Calculation Date, the Company must apply its profits in that financial year
towards the Non-Cumulative Preference Dividend before any other distribution
of profits.

For the avoidance of doubt, a declared Non-Cumulative Preference Dividend
accrues on a Dividend Calculation Date and Holders are not entitled to a pro rata
Non-Cumulative Preference Dividend in respect of any proportion of the period
between each Dividend Calculation Date.

The Non-Cumulative Preference Dividend accruing and payable on each
Dividend Calculation Date under this clause3 is payable 14 days after the
Dividend Calculation Date.

If the Company does not pay a Non-Cumulative Preference Dividend within
14 days after the Dividend Calculation Date, the A Preference Share does not
confer the right to interest on the unpaid part of the Non-Cumulative Preference
Dividend.

Non-Cumulative Preference Dividends are payable to the Holders as they appear
in the register for A Preference Shares on the record date set for this purpose by
the Company.
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VOTING RIGHTS, NOTICE OF MEETING

(a)

(b)

(c)

Without prejudice to any other right, power or privilege conferred on a Holder,
each A Preference Share confers on its Holder the same rights as a holder of
Ordinary Shares to:

(i) receive notice of any general meeting of the Company and reports and
audited accounts; and

(ii) attend at any general meeting of the Company.

A Holder is entitled to vote and speak at any meeting of the Company in the
following circumstances and in no others:

(i} during a period in which a Non-Cumulative Preference Dividend (or part
of a Non-Cumulative Preference Dividend) in respect of an A Preference
Share is in arrears;

(ii) ona pfoposal to reduce the share capital of the Company;

(iii) on a resolution to approve the terms of a buy-back agreement;

{iv) on a proposal that affects rights attached to the A Preference Shares;
(v) on a proposal to wind up the Company;

(vi) on a proposal for the disposal of the whole of the Company’s property,
business and undertaking; or

(vii) during the winding up of the Company.

A Holder entitled to vote under clause 4(b) is entitled to exercise 1 vote on a
show of hands and 1 vote on a poll for each A Preference Share held.

CONVERSION OF A PREFERENCE SHARES

(a)

(b)

(c)

(d)

On the Conversion Date, all A Preference Shares automatically convert into that
number of Ordinary Shares equal to that number of A Preference Shares
multiplied by the Conversion Multiple.

For the avoidance of doubt, conversion of the A Preference Shares prior to the
Conversion Date is not permitted.

Each A Preference Share which is Converted on the Conversion Date under this
clause 5 confers on its Holder the right to receive the Non-Cumulative Preference
Dividend which is declared and due to accrue on any Dividend Calculation Date
which occurs on or before the Conversion Date.

From the date of its issue under this clause 5, each Ordinary Share forms part of
the class of Ordinary Shares in the capital of the Company and ranks pari passu
with the Ordinary Shares then on issue including dividends declared on
Ordinary Shares in respect of the financial year in which Conversion occurs.
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As soon as practicable after the Conversion of a Holder’s A Preference Shares:

() the Holder must, if required by the Company, surrender to the Company
the statements representing the A Preference Shares which have been
converted (or other evidence of title for those A Preference Shares); and

(i) the Company shall dispatch statements in respect of the Ordinary Shares
resulting from the Conversion.

This clause does not limit the Company’s ability to deal with A Preference Shares
in accordance with the Corporations Act and does not affect the terms on which
A Preference Shares may be cancelled under a reduction of capital, share buy
back or other form of capital reconstruction implemented in accordance with the
Corporations Act.

The Conversion Date means the first to occur of:

(i) one or more of the following events occurring;
(A) a person acquires a relevant interest in more than 20% of the
Ordinary Shares;
(B) a person makes a takeover offer for Ordinary Shares in

accordance with Chapter 6 of the Corporations Act;

© a person acquires a relevant interest in 20% or more of the
Ordinary Shares as a result of:

O a scheme of arrangement under section 411 of the
Corporations Act;
(I) - an acquisition or issue of Ordinary Shares approved

under section 611 of the Corporations Act; or

(11 an acquisition or issue of Ordinary Shares other than
under the creep provisions under section 611 of the
Corporations Act; or

(D) the Company or QRL (for so long as it remains an Associated
Company) announces the intention to sell or dispose of either
the main undertaking or a substantial part of the main
undertaking of the Company, or QRL (for so long as it remains
an Associated Company);

(ii) the Company announces its intention to undertake a Rights Issue which
would result in an increase in the issued share capital of the Company to
120% or more of the Company’s issued share capital immediately before
that announcement;

(iii) the Company announces its intention to undertake a Bonus Issue of
Ordinary Shares which would result in an increase in the issued share
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capital of the Company to 120% or more of the Company’s issued share
capital immedjately before that announcement; and

(iv) 31 December 2005.
PARTICIPATION IN NEW ISSUES

There are no rights or entitlements inherent in the A Preference Shares and Holders will
not be entitled to participate in issues of new Securities offered to holders of Ordinary
Shares or any bonus issues of Securities.

ADJUSTMENT FOR CAPITAL RECONSTRUCTION

If at any time there is a reorganisation of the capital of the Company, the number of A
Preference Shares, the Issue Price and the Conversion Multiple will, in accordance with
the Listing Rules, be reorganised such that the Holders do not receive a benefit that
holders of the Ordinary Shares do not receive. Such reorganisation shall not be an
amendment to which clause 13 applies and shall not be ctherwise treated as a variation of
class rights.

RETURN OF CAPITAL IN A WINDING UP

(a) Subject to clause 8(b), the Holders are not entitled to participate in the surplus
assets or profits of the Company in a winding up.

b) Each A Preference Share confers on its Holder the right to payment in cash of the
following in a winding up in priority to any other class of shares in the

Company:
(1) the Issue Price; and
(ii) any arrears of a declared Non-Cumulative Preference Dividend.

OTHER PREFERENCE SHARE ISSUES

(2) The Company must not without Special Consent issue any other preference
shares (including, without limitation, preference shares which are participating
or non-participating, redeemable or non-redeemable and whether carrying a
dividend the same as or different from the A Preference Shares) ranking in
priority to the A Preference Shares, provided that nothing in this clause will limit
the ability of the Company to issue the B Preference Shares.

®) The Company may, subject to the Corporations Act and the Listing Rules, issue
further A Preference Shares ranking pari passu with the A Preference Shares and
B Preference Shares ranking peri passu with the B Preference Shares.

(© The Holders constitute one class of shareholders for the purpose of the
Constitution.

REDEMPTION OF A PREFERENCE SHARES

The A Preference Shares are non-redeemable.
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LISTING OF A PREFERENCE SHARES

{a) The Company will not apply for official quotation of the A Preference Shares on
ASX.

)] The Company will apply for official quotation on ASX of Ordinary Shares issued
as a result of the Conversion of A Preference Shares within 10 Business Days of
the Conversion Date or as otherwise required by the Listing Rules.

TRANSFER OF A PREFERENCE SHARES

The A Preference Shares are not transferable (other than with the consent of the Company
and provided that the “Constitution, the Listing Rules and the Corporations Act are
complied with).

AMENDMENT OF THIS DOCUMENT
This document may only be amended:
(a) by Special Consent; and

{b) if the Constitution, the Listing Rules and the Corporations Act are complied with.
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GLOSSARY

In this Statement, unless the context otherwise requires:

“Acceptance Form” means the acceptance form enclosed with, and forming part of, the
Offer.

“A Preference Shares” means converting preference shares in the capital of Holdings on
the terms and conditions detailed in section 8.1 of this Statement.

“ASIC” means the Australian Securities and Investments Commission.

“ASTC Rules” means the settlement rules of ASX Settlement and Transfer Corporation
Pty Ltd ABN 49 008 504 532..

“ASX” means Australian Stock Exchange Limited.
“ASX Listing Rules” or "Listing Rules” means the Listing Rules of ASX.

“Bid Period” means the pericd that starts at the date that this Statement is given to QRL
and ends at the end of the Offer Period.

B Preference Shares” means converting preference shares in the capital of Holdings on
the terms and conditions detailed in section 8.2 of this Statement.

“Corporations Act” means the Corporations Act 2001 (Cth).
“Holdings” means QRSciences Holdings Limited ABN 27 009 259 876.

“Holdings Option” means an option to acquire a Holdings Share on the terms and
conditions detailed in section 8.4 of this Statement.

“Holdings Shares” means fully paid ordinary shares in the capital of Holdings.

“Month” means a calendar month.

“QOffer” means the offer contained in this Statement and “Offers” means the like offers
despatched or to be despatched to other holders of QRL Shares (or persons entitled to

receive such offers under the Takeover Bid).

“Offer Period” means the period during which the Offers remain open for acceptance in
accordance with section 7.2(a).

“Preference Shares” means the A Preference Shares and the B Preference Shares.
“QRL” means QR Sciences Limited ABN 84 071 648 309,
“QRL Shares” means fully paid ordinary shares in the capital of QRL.

“Record Date” means [ ] December 2004 being the date set by Holdings under section
633(2) of the Corporations Act.
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“Rights” means all accretions and rights attaching to QRL Shares the subject of the Offers
including, but not limited to, all rights to receive dividends and to receive or subscribe for
shares, notes or options declared, paid or issued by QRL.

“Statement” means this bidder's statement and including the Offer.

“Takeover Bid” means the off-market bid in accordance with Part 6.5 of the Corporations
Act under which Holdings proposes to make Offers to acquire all QRL Shares.

“Your QRL Shares” means, subject to section 7.3, the QRL Shares in respect of which you
are registered or entitled to be registered as holder in the register of members of QRL at
5.00pm (Perth time) on the Record Date.
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DIRECTORS’ STATEMENT

The directors of Holdings have, under a unanimous resolution passed by all of the
directors of Holdings, approved this Statement and authorised Mr Russeth to sign this
Statement on behalf of Holdings.

(0 S

Kevin Lee Russeth
Chairman

3 December 2004
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HOLDINGS CORPORATE DIRECTORY

Directors

Secretary

Registered Office

Auditor

Solicitors

Share Registry

ASX Code

Kevin Lee Russeth (Chairman)
Simon Peter Bedford
Gary Bruce Pennefather

William Robert Orr

Level 32, Exchange Plaza
2 The Esplanade
PERTH WA 6000

Email: info@qrsholdings.com
Website: www.qrsholdings.com

Moore Stephens BG
Chartered Accountants

Level 3, 12 St Georges Terrace
Perth WA 6000

Pullinger Readhead Lucas
Level 2, Fortescue House
50 Kings Park Road

West Perth WA 6005

Computershare Investor Services Pty Limited*

Level 2, 45 St Georges Terrace
Perth WA 6000

QRS (fully paid ordinary shares)
QRSO (January 2005 options)
QRSOA (January 2006 options)

* Appears for information purposes only.
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This document is important,
If you do not understand it, you should contact your stockbroker, legal or financial adviser without delay.

ACCEPTANCE FORM

OFFER BY QRSCIENCES HOLDINGS LIMITED (ABN 27 009 259 876) OF
5 PREFERENCE SHARES AND 1 HOLDINGS OPTION FOR EVERY 2 SHARES HELD IN
QR SCIENCES LIMITED (ABN 84 071 648 309)

Name and Address

Your QRL Shares No. of A Preference Shares No. of B Preference Shares No. of Holdings Oplions
which you hold as at to be issued to you en to be issued to you on to be issued to you on

at 5.00 pm {Perth time} acceptance (rounded up acceptance {rounded up acceptance lignore

on| ] December 2004 {o the next whole numben) to the next whole number) fractional entitlement)

and wish to sell

YOU MAY ACCEPT THIS OFFER IN RELATION TO ONLY ALL OF YOUR QRL SHARES. IF YOU HOLD YOUR
SHARES FOR SEVERAL PERSONS IN RESPECT OF SEPARATE PARCELS OF QRL SHARES AND YOU WISH TO
ACCEPT THE OFFER FOR ONE OR MORE BUT NOT ALL OF THESE DISTINCT PARCELS, YOU MUST
COMPLETE THE BOX OVERLEAF. IF YOU ARE ACCEPTING THE OFFER FOR ALL OF YOUR SHAREHOLDING
YOU ONLY NEED TO SIGN THIS FORM.

SHAREHOLDERS TO COMPLETE:

I/We, the person(s) named above:

1. Accept Holdings’ Offer for all of my/our shareholding in QRL, upon the terms and conditions set out in the accompanying Offer.

2. Transfer to Holdings for the consideration specified in the Offer, all of my/our QRL Shares specified or if no amount is specified, all of
my/our shareholding in QRL. ’

3. Agree 10 accept the consideration specified in the Offer as full consideration for the transfer to Holdings of my/our QRL Shares for
which [/we accept Holdings’ Offer.

4. Agree that by signing this Acceptance Form and retuming it to Holdings, [/we will have done all things set out in section 7.5 of the
accompanying Offer.

5. Agree to become a member/members of Holdings, comply with the constitution of Holdings and lo subscribe for the Preference Shares
and Holdings Options 10 be issued to mefus as consideration for the acquisition of my/our QRL Shares.

6. Will forward this Acceptance Form and the share certificate in respect of my/our QRL Shares for which I/we have accepted Holdings’
Otfer or a Statutory Declaration in the form altached in respect of lost or misplaced certificates.

DATED this day of 200......
SIGNED SEALED AND OR EXECUTED as a Deed ) OR SIGNED SEALED AND
DELIVERED by the by the Transferor } e DELIVERED by
Transferor(s) et ) DITECLOT
in accordance with ) [ET UV
section 127 of the ) as altomey under power of
Corporations Act by ) VU attorney who certifies that he has
authority of the directors ) Director/ no notice of revocation of the
in the presence of: ) Secretary power

Corporations must execute this Acceptance as a Deed.
This Offer ends on 31 JANUARY 2005 unless it is extended or withdrawn in accordance with the Corporations Act.

Please provide a telephone number, so that you may be contacted if necessary

TERMS USED IN THIS ACCEPTANCE FORM HAVE THE SAME MEANING AS THOSE TERMS IN THE ACCOMPANYING
STATEMENT
CONTINUED OVERLEAF - PLEASE REFER TO THE REVERSE SIDE HEREOF FOR ACCEPTANCE INSTRUCTIONS

PLEASE RETURN YOUR SHARE CERTIFICATE OR THE COMPLETED STATUTORY DECLARATION WITH THE
ACCEPTANCE FORM
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THIS OFFER CLOSES 5.00PM (WST) ON 31 JANUARY 2005

If part of Your QRL Shares are held by vou on account of another person, your holding is taken to consist of distinct
portions and separate Offers are deemed to have been made in respect of each portion. If so, your acceptance will be
ineffective unless this Acceptance Form specifies the number QRL Shares in each portion to which the acceptance relates.
Please complete the details of such portions in the space provided below:

No of QRL Shares in portion

Acceptance

Yes No

1f you have additional portions, please attach instructions in an annexure.

ACCEPTANCE INSTRUCTIONS

To accept this Offer by Holdings to purchase Your QRL Shares, please complete the details overleaf and sign and date
the Acceptance Form where indicated.

(a)

(b
(c)

(d)

Joint Holders: If Your QRL Shares are registered in the names of joint holders, all holders must sign the
Acceptance Form,

Corporations: A corporation must execute the Acceptance Form as a deed or by attorney.

Power of Attorney: If the Acceptance Form is signed under power of attorney, the relevant power of attorney must
be produced for noting by Holdings, unless already noted by it.

Deceased Estates: If QRL Shares are registered in the name of a deceased person, this Offer may be accepted by the
executors or administrators. Probate or Letters of Administration must be produced for noting by Holdings unless
already noted by it.

HOW TO ACCEPT THIS OFFER

Return the completed Acceptance Form as soon as possible to:

By Post:

Computershare Investor Services Pty Ltd -
GPO Box D182

PERTH WA 6840

By Hand:

Computershare Investor Services Pty Ltd
Level 2, 45 St Georges Terrace

PERTH WA 6000
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Appendix 3Y
Change of Director’s Interest Notice

Rule 3.184.2

Appendix 3Y

Change of Director’s Interest Notice

Informaiion or documents not available now must be given 10 ASX as soon as available.  Information and
documents given 1o ASX become ASX's property and may be made public.

Introduced 3040,/2001.

Name of entity : QRSCIENCES HOLDINGS LIMITED

}ABN: 27009 259 876

We (the entity) give ASX the following information under listing rule 3.19A.2 and as agent for the
director for the purposes of section 203G of the Corporations Act.

Name of Director

Kevin Lee Russeth

Date of last notice

14 Apnl 2004

Part 1 - Change of director's relevant interests in securities

In the case of o 1rust, this includes interests in the nust made avaitable by the responrsibie entity of the trust

Direct or indirect interest

Direct and mdirect

Nature of indirect interest
{including reglstered holder)

refevant interest..

Note: Provide details of the circumslvices giving rise to the

Holding Company with relevant interest

Date of change

November 2004

No. of securities held prior to change

Indirvect-
shares.
Direct- 872,000 Fully paid Ordinary shares.
Direct- 1,250,000 Options exercise price 40
cents expiry date 12 Jannary 2006.

Direct- 1,250,000 Options exercise price 60
cents expiry date 12 Jannary 2006.

Direct- 1,250,000 Options exercise price
$1.00 expiry date 12 January 2006.

1,368,465 Fully paid Ordinary

Ciass

Fully paid ordinary
Options to acquire Fully paid Ordinary

+ See chapter 19 for defined terms.

Appendix 3Y Page 2

30/9:2001
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Change of Director’s Interest Notice

157

Note: If considetion is non-cash, provide details and estimated
valuation

Number acquired
Direct- 254,035 Fully paid Ordinary shares
Indirect- 105,500 Fully paid Ordinary shares.
Number disposed
Value/Consideration

24.25 and 26 cents per ordinary share

No. of securities held after change

Indirect-1,622,500 Fully paid
shares.

Direct- 977,500 Fully paid Ordinary shares.
Direct- 1,250,000 Options exercise price 40
cents expiry date 12 January 2006.

Direct- 1,250,000 Options exercise price 60
cents expiry date 12 January 2006.

Direct- 1,250,000 Options exercise price
$1.00 expiry date 12 January 2006.

Ordinary

Nature of change

Example: on-market trade, off-marker bade, exercise of options,
issue  of sccurities  wnder  dividend  reinvestment  plan,
participation in buy-back

On market trade.

Part 2 — Change of director’s interests in contracts

Detail of contract Nil

Nature of interest

Name of registered holder
(i issued securities)

Date of change

+ See chapter 19 for defined terms.

304472001

Appendix 3Y Page 3



158

Appendix 3Y
Change of Director’s Interest Notice

No. and class of securities to which
interest related prior fo change

Nate: Details are only required for a contract in
redation to which the interest bas changed

Interest acquired

Interest disposed

Value/Consideration
Note: If consideration is non-cash, provide details
and an estimated vatuation

Interest after change

+ See chapter 19 for defined terms.

Appendix 3Y Page 4 3049/20801
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Australian Stock Exchange
Company Announcement Office

26 November 2004

QRSciences Holdings Limited (ASX: QRS)

Sciences

Holdings Limited

The Board of Directors of QRSciences Holdings Limited (“Company”) is pleased to

announce that all resolutions put to the Company’s members at the General Meeting
held 26 November 2004 were carried on poll.

In accordance with Section251AA of the Corporations Act 2001, the Company advises

that it received proxy votes that were voted on as follows:

Resolution 1. Establish the employee share plan

2.

(a)
(b)
(©)

(d)

Proxy Voting Summary

Issue of QRSH Shares

Simon Bedford
Gary Pennefather
Kevin Russeth

Raob Orr

For
44,303,116

42,737 415

42,737,415

42,742 415

42642 415

Against
281,860

1,801,560
1,801,560
1,826,560

1,826,560

Abstain

160

Proxy
80,000

80,000
80,000
80,000

80,000



Poll Voting Summary

Resolution 1. Establish the employee share plan
2. Issue of QRSH Shares
(a) Simon Bedford
(b)  Gary Pennefather
(&0  Kevin Russeth

(d) Rob Orr

For
45,303,676

43,479,640

43,479,640

43,484 840

43,384,640

Against
392,360

2,120,385
2,120,395
2,145,385

2,145,395

Abstain

Should you have any queries, please contact Mr Rob Orr, Company Secretary, (08)

9358 5011.

Aok ODmm.

Rob Orr
Company Secretary
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QRSciences formalise entry into China

PERTH, 16 November, 2004 - QR Sciences Limited (QRS), a world leader in the
development of Quadrupole Resonance (QR) based explosive detection
systems, has today executed a formal agreement with the CIAE to build an
advanced explosives screening system. The agreement builds on the
Memorandum of Understanding (MOU) with the CIAE signed earlier in the year.

“This formal agreement consolidates our relationship with the CIAE, and provides
a contractual framework for a cooperative effort that will hopefully lead to the
deployment of advanced screening systems for the protection of major sporting
events, aviation, rail and other critical infrastructure in the Peoples Republic of
China and beyond,” states Kevin Russeth, Chief Executive Officer, QRSciences
Limited.

The terms of the agreement govern the development and testing of a new
screening system (based on QRSciences state-of-the-art T3000 series
equipment). This system will form a key component in a new multi-technology
screening system being developed by the CIAE capable of detecting radioactive
and explosive materials together with a wide range of weapons and narcotics.
Following successful testing of the new system, the agreement also provides for
the negotiation of a joint venture or other formal commercialisation arrangements
within China.

While the agreement provides the company with an initial revenue stream over
the course of the development and testing of the new screening system, the
Board of QRS considers the significance of the agreement to be the real
opportunity to move towards commercialisation of its technology in the Chinese
market.

Gary Pennefather, QRSciences Vice President, Commercial Systems, added,
“We must thank the Western Australian Government Department of Industry and
Resources and particularly their Shanghai Representative Office for their
exemplary support during our visit with the CIAE.”

QRSciences’ technology is ideally suited to integration with existing and
emerging technology for screening. The company has contractual arrangements
with several of the worlds leading X-ray system manufacturers. QRSciences'
technology can add significant capability to currently deployed screening
systems.
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About QRSciences Limited

QRSciences Limited, based in Perth, Western Australia, designs and develops
systems, sub-systems, components and software for security related
applications. The Company is a world leader in Quadrupole Resonance {QR)
applications, a next generation technology that uses radic frequency
spectroscopy techniques to detect and positively identify a wide range of
materiais. QR is closely related to Magnetic Resonance Imaging (MRI), which is
widely employed in industry and the medical profession. Applications for the
technology include explosive and narcotic detection, pharmaceutical quality
control and assurance, mineral and material assay, lab instrumentation and
environmental science.

QRSciences Holdings Limited owns 61% of QRSciences Limited and has
recently announced its intention to launch an off-market takeover for the
remaining 39% of QRSciences Limited which it hopes to complete by January
2005.

For further information please visit www.arsciences.com
About the CIAE

Based in Beijing the CIAE and its predecessor the Institute of Modern Physics
was founded in 1950. It is the birthplace of modern science and technology and
a hub for science and technology in China. The major tasks of the CIAE are
fundamental research, research and development of advanced applications, and
increasingly the development of commercial opportunities arising from these
capabilities.

The CIAE has a staff of 3400 including 660 senior scientists and senior
engineers including 9 members of the Chinese Academy of Science and Chinese
Academy of Engineering.

For further information visit www.ciae.ac.cn/enalish/HOME .htm

This news release is issued by:

QRSciences Holdings Limited
Tel: +61(0) 8 9358-5011
Email: info@qgrsholdings.com
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Holdings Limited

QRSciences win prestigious award at the 2004 ANZA
Technology Network Conference in Silicon Valley

Perth, 9 November, 2004 — QRSciences Limited, a world leader in the
development of Quadrupole Resonance {QR) advanced explosive detection
systems, won the prestigious Guy Manson award given to the most promising
technology companies in the Australia/New Zealand region at the recent ANZA
Technology Network Conference held in the heart of Silicon Valley at the Crowne
Plaza Cabana, Palo Alto, California, 26 —28 October 2004.

“It is quite a boost for our profile here in the U.S. to be recognized as a leader in
the Australia/New Zealand technology space. The ANZA Technology Network
conference is the only event of its kind in the U.S. to showcase Australian and
New Zealand technology. Having the event held in Palo Alto in the heart of the
Silicon Valley is an added bonus. As for the award, it is testament to the
dedication and skilt of our team in Perth,” says Kevin Russeth, Chief Executive
Officer, QRSciences Limited.

QRSciences, an emerging company in the Homeland Security marketplace, was
chosen from fifty other highly touted technology companies from the region and
as a result has been asked to exhibit at the invitation only DEMO@15 2005
Conference in Scotisdale, Arizona in early 2005. DEMO is geared toward
showcasing the brightest and best technologies new to the United States. 70 of
the world’s most promising new technologies are chosen from thousands of
applicants to present at DEMO. Previous products launched at DEMO include
Java, Palm and TiVo

“Java and the Palm pilot were initially launched at DEMO so 1 think that we will
be in pretty good company at the conference” added Mr. Russeth.

The QR technique harnesses harmless and relatively low frequency radio waves
and uses QRSciences proprietary software and hardware to identify the chemical
structure or unique fingerprint of specific molecules. The technology is accurate
in identifying the presence of a range of explosive materials used in airline
bombings and terrorist attacks in the past.




About QRSciences Limited

QRSciences Limited based in Perth, Western Australia is a designer, developer
and direct manufacturer of systems, sub-systems, components and software for
security related applications. The company is a world leader in Quadrupole
Resonance (QR) applications a next generation technology that uses radio
frequency spectroscopy techniques to identify and detect a range of materials.
QR is closely related to Magnetic Resonance imaging {MRI), which is widely
employed in industry and the medical profession. Applications for the technology
include explosive and narcotic detection, pharmaceutical quality control and
assurance, mineral and material assay, lab instrumentation and environmental
science.

For more information about QRSciences Limited please visit
www.grsciences.com.

About the ANZA Technology Network

The ANZA Technology Network (ANZA Tech.Net) is a non-profit organization
based in San Francisco, California. The organisation’s primary focus is on
developing a strong network of Australian, New Zealand and US technology
companies, service providers and executives whose joint purpose is to develop
business between the US, New Zealand and Australia.

For more information about the ANZA Technology Network please visit
www.anzatechnet.com

About Demo@15

Demo@15, to be held at the Westin Kierland Resort and Spa, Scottsdale,
Arizona, 13-15 February 2005, will showcase some 70 of the world's most
promising new technologies ripe for investment and/or deployment in their
respective markets. The Demo event is in its 15™ year and has seen the launch
in the US marketplace of 1500 technologies including a number of revolutions in
their respective marketplaces.

For more information about Demo@ 15 please visit www.demo.com/demo
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Australian Research Council to fund Curtin University
and QRSciences Research Partnership

The Ausiralian Research Council is set to fund an advanced technology research
partnership between QR Sciences Limited {QRS), a world leader in the development
of Quadrupole Resenance (QR) based advanced explosive detection systems, and
Western Australia’s Curtin University of Technology.

“The technology partnership we have entered into with Curtin University and the
Australian Research Council allows us to combine and harness the resources of the
Australian Government and a major University. We expect that this partnership will
produce cutting edge inteliectual property that can be used to develop new security
products and to enhance our existing ones,” comments Kevin Russeth, Chief
Executive Officer, QR Sciences Limited.

Dr Joln Flexman from Curtin will be the lead researcher on the project. Dr Flexman was
one of QRSciences longest serving employees before leaving the company in 2003 w©
set-up the Security Technology course in the Physics Department at Curtin. In his previous
position as QRSciences' research manager, Dr Flexman was responsible for managing
the performance of the research team helping to define the strategic direction of
product development. Dr Flexman was also active in the company's on-going research
projects, the development of the basic principals behind the company’s system design
and the development of the software, hardware and signal processing methods.

“In addition to the support provided by Curtin University with equipment and junior
researchers, this partnership could prove 1o become a breeding ground for new talent
in the field of QR, a benefit which I expect QRSciences, a world leading company
with local roots, will potentially take advantage of,” said Dr. Flexman.

“The Curtin University team bring with them advanced skills in the development and
integration of next generation signal and data processing techniques. We belicve that
in consort with Curtin University we will be able to devclop further Quadrupole
Resonance (QR) applications utilising such techniques,” adds Kevin Russeth.

The Australian Research Council deemed the project vital to the goal of
“Safeguarding Australia™ from terronism. QRSciences will possess worldwide
exclusive rights to the commnercialisation of the Intellectual Property (IP) expected to
be generated from the partnership.

QRSciences Holdings Limited
(ABN 27 009 259 876)
PO Box 75388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9358 5011 Fox: +61 8 9358 5022  o-Mail: info@gqrsholdings.com
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The project is three years in duration and is funded to $ 400,000. The collaboration is
expected to result in advances in Quadrupole Resonance opening new avenues for the
conmmercialization of the technology.

About QRSciences Limited

QRSciences Limited of Perth, Western Australia is a technology developer and OEM
supplier of systems, sub-systems, components and sofiware in the security sector. The
company is a world leader in Quadrupole Resonance (QR) applications, a next
generation technology that uses radio frequency spectroscopy techniques to identify
and detect molecular structures. QR is closely related to Magnetic Resonance Imaging
{MRI), which is widely employed in industry and the medical profession.
Applications for the technology include explosive and narcotic detection,
pharmaceutical quality conirol and assurance, 1ab instrumentation and environmental
science applications.

About Curtin University of Technology

Curtin University of Technology is Western Australia's largest university with over
31,000 stadents. Curtin University of Technology is a world-class, internationally
focused institution offering over 850 undergraduate and postgraduate courses in
business, engineering, health sciences, humanities, science, mining and agriculture.
The Security Technology program was established by Dr. Flexman in late 2003 and is
part of the Physics Department.

About the Australian Research Council (ARC)

The Australian Research Council (ARC) plays a key role in the Australian
Government’s investment in the future prospenty and well-being of the Australian
community. The Council’s mission is to advance and assist Australia’s capacity to
undertake quality research that brings economic, social and cultural benefit to the
Australian community. Established as an independent body under the Australian
Research Council Act of 2001, the Council reports to the Minister for Education,
Science and Training. The ARC fosters excellence, partnerships and the highest
ethical standards in rescarch and research training in all fields of science, social
sciences and the humanities. It also supports through funding the highest quality
research and research training through national competition in all ficlds and brokers
partnerships between researchers and industry, government, community organisations
and the international community.

QRSciences Holdings Limited
(ABN 27 009 259 876)
PO Box 75388 Perth WA 6831 AUSTRALIA
Tel: +61 B 9358 5011 Fax: +61 893585022  e-Mail: info@grsholdings. com
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Appendix 4C
Quarterly report for entities
admitted on the basis of commitments

Rule 4.73

Appendix 4C

Quarterly report
for entities admitted
on the basis of commitments

Introduced 317372000, Amended 30:9:2001

Name of entity

(QRSciences Holdings Limited

ABN Quarter ended (“current quarter™)

27 009 259 §76 30 September2004

Consolidated statement of cash flows

Current quarter Y car to date (3months)
Cash flows related to operating activities SA000 SAT000
1.1 Receipts from customers 86 86
1.2 Payments for (a) staff costs (755} {735)
(b) advertising and marketing - -
{c) research and development (302) (502)
(d) leased assets - -
(c) other working capial (503) (503)
1.3 Dividends received - -
14 Irterest and other itenis of a similar nature received
39 39
1.5 Interest and other costs of finance paid - -
1.6 Income faxes paid - -
1.7 Other (provide details if material) - -
Net operating cash flows (1,635) (1,635)
-+ See chapter 19 for defined terms.
Appendix 4C Page 2 30/972001
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Appendix 4C

Quarterly report for entities

admitted on the basis of commitments

Current quarter Y ear o date (3months)
$A'000 SA'000
1.8 Net operating cash flows (carried forward) {1,635) {1,635)
Cash flows related to investing activities
1.9 Payment for acquisition oft
(a) busincsses (item 5) - -
(b) equity investments - -
(¢} bitellectual property
(d) Physical non-current | - -
85618
(&) other non~current - -
asscts
1.10 Proceeds fiom disposal of:
(a) businesses (item 5) - -
(b} equity investments - -
{c) intellectual property
(d} physical non—current | - -
asscts
(e) other non-current - -
assets
111 Loans to other entitics - -
112 Loans iepaid by other entities - -
1.13 Other (provide details if material) - -
Net investing cash flows - -
1.14 ‘Total operating and investing cash flows (1,635) (1,635)
Cash flows related to financing activities
1.15 Proceeds from issues of shares, options, etc. 5,672 5,672
1.16 Proceeds from sale of forfeited shares - -
1.17 Proceeds front borrowings - -
118 Repayment of bonowings - -
1.19 Dividends paid - -
1.20 Other (provide details if material) - -
5.672
Net financing cash flows 3672 3672
Net increase (decrease) in cash held 4,037 4,037
1.21 Cash at beginning of quarter/year to date 2,704 2,704
122 other adjustments
1.23 Cash at end of quarter 6,741 6,741
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-+ See chapter 19 for defined terms.
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Appendix 4C
Quarterly report for entities
admitted on the basis of commitments

Payments to directors of the entity and associates of the directors

Payments to related entities of the entity and associates of the related entities

Current quarter
$A'000
1.24 Aggregate amount of payments to the parties included in item 1.2 Nil
1.25 Aggregate amount of loans to the parties included in item 1.11 Nil
1.26 Explanation necessary for an understanding of the transactions
Non-cash financing and investing activities
21 Details of fnancing and investmg transactions which bave had a material cffect on consolidated assets and
liabilitics but did not involve cash flows
22 Details of outlays made by other entities to establish or increase their share i businesses in which the reporting

cntity has an interest

Financing facilities available
Add notes as necessary for an understanding of the position. (See AASB 1026 parograph 12.2).

Amount availablc Amount uscd
SA000 $A000
31 Loan facilities - -

32 Credit standby arrangements - -

-+ See chapter 19 for defined terms.

Appendix 4C Page 4 30972001



Appendix 4C
Quarterly report for entities

admitted on the basis of commitments

Reconciliation of cash

Reconciliation of cash at the end of the quarter (as shown in | Curent quarter Previous quarter
the consolidated statement of cash flows) to the related items | SA000 $A°000
in the accounts is as follows.
4.] Cash on hand and at bank 6,741 2,704
42 Deposiis at call ) B
43 Bank overdraft
44 Other (provide details) ) )
Total: cash at end of quarter (ittm 1.22) 6.741 2704

Acquisitions and disposals of business entities

5.1
52

53

54

55

Acquisitions
(ftem 1.91a))

Disposals
liem 1.10¢a))

Name of entity

Place of incorporation or
registration

Consideration for
acquisition or disposal

Total nzt assets

Nature of business

Compliance statement

I This statement has been prepared under accounting policies which comply with accounting
standards as defined in the Corporations Act (except to the extient that information is not required
because of note 2) or other standards acceptable to ASX.

2 This statement does give a true and fair view of the matters disclosed.

/Qoia .
Sign here: Date:  29/10/04
(Company Secretary)
Printname:  Rob Orr

+ See chapter 19 for defined terms.

304972001

Appendix 4C Page 5
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Quarterly report for entities
admitted on the basis of commitments

Notes

1. The quarterly report provides a basis for informing the market how the entity’s activities have
been financed for the past quarter and the effect on its cash position. An entity wanting to
disclose additional information is encouraged to do so, in a note or notes attached to this report.

2. The definitions in, and provisions of, AASB 1026 Statement of Cash Flows apply to this
report except for the paragraphs of the Standard set out below.

. 6.2 - reconciliation of cash flows arising from operating activities to
operating profit or loss
. 9.2 - iternised disclosure relating to acquisitions
. 94 - iternised disclosure relating to disposals
. 12.1(a) - policy for classification of cash itcms
. 12.3 - disclosure of restrictions on use of cash
. 13.1 - comparative information
3. Accounting Standards. ASX will accepl, for example, the use of International Accounting

Standards for foreign entities. If the standards used do not address a topic, the Australian
standard on that topic (if any) must be complied with.

+ See chapter 19 for defined terms.
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QRSciences Holdings Limited
ABN 27 009 259 876

Notice of Annual General Meeting

The 2004 Annual General Meeting of QRSciences Holdings Limited will be held at The
Sebel Hotel, 37 Pier St Perth on 29 November 2004 commencing at 11.00am WST.

1 Financial Statements and Reports Period 1 July 2003 to 30 June 2004

To receive and consider the Annual Financial Report, together with the Directors’ and
auditor’s reports for the year ending 30 June 2004.

There are no resolutions to be put to the meeting.

Snap-shot Time

The Company may specify a time, not more than 48 hours before the meeting, at which
a snap-shot of Shareholders will be taken for the purposes of determining Shareholder
entitlement to attend the meeting.

The Company’s Directors have determined that all Shares of the Company that appear
on the Company’s share register at 7.00am WST on 27 November 2004 shall, for the
purposes of determining entitlements to attend the Annual General Meeting, be taken to
be held by the persons registered as holding the shares at that time.

Corporate Representative

Any corporate Shareholder who has appointed a person to act as its corporate
representative at the meeting should provide that person with a certificate or letter
executed in accordance with the Corporations Act authorising him or her to act as that
company’s representative. The authority may be sent to the Company and/or registry in
advance of the meeting or handed in at the meeting when registering as a corporate
representative.  An Appointment of Corporate Representative form is enclosed if
required.

By Order of the Board of Directors

Rob Orr
Company Secretary
QRSciences Holdings Limited

22 October 2004
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QRSciences Holdings Limited

ABN 27 009 259 876

Glossary

In this Notice of Meeting, the following terms have the following meaning unless the

context otherwise requires:

Board

Constitution

Corporations Act

Director

QRSciences or the Company
Share

Shareholder

board of Directors.

constitution of the Company.

Corporations Act 2001 (Cth).

director of the Company.

QRSciences Holdings Limited ABN 27 009 259 876
fully paid ordinary share in the capital of the Company

shareholder of the Company.
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Shareholder Details

This is to certify that by a resolution of the Directors of:

.............................................................................................. (Company),
insert name of sharehoidser company

the Company has appointed:

Insert name of corporate repres entative

in accordance with the provisions of section 250D of the Comporations Act 2001, to act as the body
corporate representative of that company at the meeting of the members of QRSciences Holdings Limited
to be held on 29 November 2004 and at any adjournments of that meeting/all meetings of the members of
QRSciences Holdings Limited.

DATED ...t 2004

Please sign here

Executed by the Company )

in accordance with its constituent documents )

Sigﬁéa by autho..r};s;é-d represént-aﬁ;/e ‘‘‘‘‘ Slgned by autﬂ&iged reprégéatative ....
Name of authorised representative (print) Name of authorised representative (print)
Position of authorised representative {print) Poéition of auihbr'ised representative {print}
Instructions for Completion

1. insert name of appointor Company and the name or posifion of the appointes {eg “John Smith” or "each director of
the Company”).

2. Execute the Certificate following the procedure required by your Constitution or other constitueni documents.

3. Print the name and position (eg director) of each company officer who signs this Certificate on behalf of the
company.

4. insert the date of execution where indicated.

5. Send or deliver the Certificate to QRSciences Holdings Limited’s registered office at Level 32, 2 The Esplanade,
Exchange Plaza, Perth WA 6000 or fax the Certificate to tha registered office at (08) 9358 5022.
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Notice of General Meeting
including
Explanatory Statement
Proxy Form
Corporate Representative Form

QRSciences Holdings Limited
ABN 27 009 259 876

General Meeting to be held at
Kings Perth Hotel, Charles Room, 517 Hay Street Perth
on 26 November 2004 commencing at11.00am WST.
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Notice of General Meeting

A general meeting of shareholders of QRSciences Holdings Limited will be held at Kings Perth
Hotel, Charles Room, 517 Hay Street Perth, Western Australia on 26 November 2004 commencing at
11.00am WST to consider and pass the following motions:

1. Establishment of QRSH Employee Share Plan

As an ordinary resolution:

That for the purposes of Listing Rule 7.2 (Exception 9) and for all other purposes,
Shareholders authorise and approve the Directors to establish and maintain the
QRSciences Holdings Limited Employee Share Plan upon and subject to the
terms and conditions summarised in the Explanatory Statement, and the grant of
QRSH Shares from time to time under the QRSciences Holdings Limited
Employee Share Plan as an exception to Listing Rule 7.1.

2 Issue of QRSH Shares under the QRSH Employee Share Plan to Related Parties

As separate and independent ordinary resolutions:

Subject to the passing of Resolution 2 for the purposes of section 208 of the
Corporations Act and Listing Rule 10.14 and for all other purposes, Sharcholders
approve the issue and allotment by QRSH of QRSH Shares to:

(a)
(b)
(©)
(d)

Mr Simon Bedford (or his eligible associate),
Mr Gary Pennefather (or his eligible associate),
Mr Kevin Russeth (or his eligible associate); and

Mr Rob Orr (or his eligible associate),

under the QRSH Employee Share Plan in the number and on the terms set out in
the Explanatory Statement.

Voting Exclusions

The Company will disregard any votes cast on:

(a) resolution 1 by a Director of QRSH and by an associate of that Director; and
)] resolutions 2(a)-(c) by a Director of QRSH and by an associate of that Director
(c) resolution 2 (d) by Mr Orr and by an associate of Mr Orr.

unless cast by a person as proxy for a person who is entitled to vote (in accordance with the
directions on the proxy form) or a person chairing the meeting as proxy for a person who is
entitled to vote (in accordance with a direction on the proxy form to vote as the proxy decides).

Explanatory Statement

The Explanatory Statement accompanying this Notice of General Meeting is incorporated in and
comprises part of this Notice of General Meeting.

791746.1
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Shareholders are specifically referred to the Glossary in the Explanatory Statement which contains
definitions of capitalised #rms used both in this Notice of General Meeting and Explanatory
Statement.

“Snap-Shot” Time

QRSH is permitted to specify a time, not more than 48 hours before the meeting, at which a “snap-
shot” of Sharcholders will be taken for the purposes of determining Shareholder entitlements to
vote at the meeting.

The Directors have determined that all Shares quoted on ASX at 5.00pm (WST) on 24 November
2004 shall, for the purposes of determining voting entitlements at the General Meeting, be taken to
be held by the persons registered as Shareholders at that time.

Proxies

Please note that:

(a) a member of QRSH entitled to attend and vote at the General Meeting is entitled to
appoint a proxy;

(b) a proxy need not be a member of QRSH; and

() a member of QRSH entitled to cast two or more votes may appoint two proxies and may

specify the proportion or number of votes each proxy is appointed to exercise, but where
the proportion or number is not specified, each proxy may exercise half of the votes.

The enclosed proxy form provides further details on appointing proxies and lodging proxy forms.

Corporate Representative

Any corporate Shareholder who has appointed a person to act as its corporate representative at the
meeting should provide that person with a certificate or letter executed in accordance with the
Corporations Act authorising him or her to act as that company’s representative. The authority
may be sent to the Company and/or registry in advance of the meeting or handed in at the
meeting when registering as a corporate representative. An Appointment of a Corporate
Representative form is enclosed if required.

By Order of the Board of Directors

Rob Orr
Company Secretary
QRSciences Holdings Limited

11 October 2004
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Explanatory Statement

This Explanatory Statement has been prepared for the information of Shareholders in connection
with business to be conducted at a general meeting to be held on 26 November 2004 commencing
at11.00am WST.

Its purpose is to provide Shareholders with all information known to QRSH which is material to a
decision on how to vote on the motions in the accompanying Notice of General Meeting and it
should be read in conjunction with the Notice of General Meeting.

Capitalised terms in this Explanatory Statement are defined in the Glossary.

1. The Motions

1.1 Resolution 1 - Establishment of the QRSH Employee Share Plan
Purpose of the Plan

The Directors propose to adopt the QRSH Employee Share Plan as a recognition that
motivating and retaining staff and officers is critical to its business. Under the Plan,
QRSH Shares will be offered to QRSH officers and staff members as a reward for ongoing
service and as an incentive to continue their high level of service to date.

The Plan is intended to provide directors and employees of QRSH with an opportunity to
participate in the company's future growth and gives them an incentive to contribute to
that growth. In the case of a Director, no QRSH Shares may be issued to the Director
without express Shareholder approval of the number and terms of issue of the QRSH
Shares.

The Board considers that the QRSH Employee Share Plan will permit the Board to be
more flexible in attracting and retaining key staff and executives of QRSH.

A summary of the key terms of the QRSH Employee Share Plan is set out in Annexure A
with the terms of the QRSH Shares to be issued pursuant to the Plan (ranking equally
with the existing QRSH Shares) being summarised in Annexure B.

A copy of the Plan shall be made available for inspection at the Company's registered
office until (and during) the General Meeting and will be sent free of charge to any
Shareholder on request.

Subject to the Plan being approved by Shareholders, the Company intends to issue a total
of 13,600,000 Shares under the Plan initially including the Shares set out under resolution
2. These Shares will be issued immediately or soon after the approval of the Plan for no
consideration.

Listing Rule Requirements

If the QRSH Employee Share Plan is approved by Shareholders at the General Meeting,
QRSH Shares issued pursuant to it will not restrict QRSH's ability to issue QRSH Shares
without the need for prior Shareholder approval.
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1.2

Listing Rule 7.1 provides, in summary, that a listed company may not issue equity
securities in any 12 month period which exceed 15% of the number of issued securities of
the company held at the beginning of the 12 month period, except with the prior approval
of shareholders of the company in general meeting of the precise terms and conditions of
the proposed issue.

One of the exceptions to Listing Rule 7.1 is Listing Rule 7.2 (Exception 9(b)) which
provides that Listing Rule 7.1 does not apply to an issue under an employee incentive
scheme if within 3 years before the date of issue, shareholders have approved the issue
under an employee incentive scheme as an exception to Listing Rule 7.1.

Shareholder approval for this purpose is sought to enable QRSH to grant QRSH Shares
under the QRSH Employee Share Plan from time to time without impacting on the ability
of the Company to otherwise issue Shares under Listing Rule 7.1.

Resolution 2 - Issue of QRSH Shares under the QRSH Employee Share Plan to Related
Parties

Subject to the passing of resolution 1, the Directors intend to issue QRSH Shares to
various directors and other employees pursuant to the QRSH Employee Share Plan in the
manner set out below.

The issue of these QRSH Shares is designed to recognise and reward their services and
contributions to QRSH and to act as an incentive for those eligible employees to continue
to strive to achieve QRSH's corporate goals. It is the intention of the Directors that these
QRSH Shares will be issued to the eligible employee for no consideration and will be
subject to specified restriction periods during which the eligible employee will be unable
to sell, transfer, assign, mortgage or otherwise encumber those QRSH Shares.

The determination of the quantum of shares to be issued to each recipient under the
Employee Share Plan has been based on several factors. These factors are : the years of
service at QRSH, the role of each recipient within the Company and the contribution and
value that has been added to the Company currently and that is expected in future years.

If, during that restriction period, the eligible employee resigns or ceases to be employed
by QRSH for certain reasons, QRSH will have the right, subject to the Corporations Act, to
buy back those QRSH Shares still subject to express restrictions for nominal consideration.

The purpose of these restriction periods are to act as an incentive for all QRSH officers
and staff to remain with QRSH for at least the restriction period and to participate in the
growth of QRSH and its business.

As part of this intended issue, QRSH Shares will be issued to Mr Simon Bedford, Mr Gary
Pennefather, Mr Kevin Russeth and MrRob Orr (or their eligible associates)
("Recipients"). It is for this issue of QRSH Shares that Shareholder approval is sought.
Key Details of QRSH Skares

Key details of the QRSH Shares to be issued by QRSH to the Recipients are set out below:
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respect of the
issue of a QRSH
Share

Simon Bedford | 1,600,000 No consideration | Subject to the QRSH Employee Share Plan,
is  payable in | the QRSH Shares issued will be subject to
respect of the | the following restriction periods:
issue of 2 QRSH | . 543 333 untif 1 July 2005
Share )

» 533,333 until 1 July 2006

> 333,334 until 1 July 2007
Gary 1,600,000 No consideration | Subject to the QRSH Employee Share Plan,
Pennefather is payable in | the QRSH Shares issued will be subject to

the following restriction periods:
¥ 533,333 until 1 July 2005
* 533,333 until 1 July 2006
» 533,334 until 1 July 2007

is payable in
respect  of  the
issue of a QRSH
Share

Kevin Russeth | 8,000,000 No consideration | Subject to the QRSH Employee Share Plan,
is payable in | the QRSH Shares issued will be subject to
respect of the | the following restriction periods:
issue of a QRSH | 5 ¢cc 666 until 1 July 2005
Share

¥ 2,666,666 until 1 July 2006
¥ 2,666,608 until 1 )uly 2007
Rob Orr 2,400,000 Neo consideration | Subject to the QRSH Employee Share Plan,

the QRSH Shares issued will be subject to
the following restriction periods:

» 800,000 until 1 July 2005
> 800,000 until 1 July 2006
¥ 800,000 until 1 July 2007

Corporations Act- Issue of skares fo a Related Party

The Corporations Act prohibits a public company from giving a financial benefit to a
related party of the public company without prior shareholder approval, except in certain
circumstances.

The issue of QRSH Shares under the QRSH Employee Share Plan is likely to constitute the

giving of a financial benefit to a related party. Approval is sought for the issue of the
QRSH Shares by QRSH as Messrs Bedford, Pennefather, Russeth are related directors of
the Company and Mr Orr was a director in the previous 6 months.

Corporafions Act Reguirements

In accordance with the requirements of Chapter 2E, and in particular with section 219 of
the Corporations Act, the following information is provided to Sharcholders to allow
them to assess the proposed issue of QRSH Shares by QRSH to the Recipients {or their
permitted nominee):
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(2)

(b)

(c)

@

69]

the Recipients are each related parties of QRSH to whom the proposed
Resolutions 2(a) to 2(d) would permit the financial benefits to be given. MrOrr
is no longer a Director but having held the position of Director in the past 6
months is still considered a related party for the purposes of Resolution 2(d);

the nature of the financial benefit to be given to MrSimon Bedford (or his
permitted nominee) is the issue of 1,600,000 QRSH Shares;

the nature of the financial benefit to be given to Mr Gary Pennefather (or his
permitted nominee) is the issue of 1,600,000 QRSH Shares;

the nature of the financial benefit to be given to Mr Kevin Russeth (or his
permitted nominee) is the issue of 8,000,000 QRSH Shares; and

the nature of the financial benefit to be given to Mr Rob Orr (or his permitted
nominee) is the issue of 2,400,000 QRSH Shares;

as at the date of this Explanatory Memorandum, the issued capital of QRSH
comprises 190,482,276 Shares and 57,280,586 Options. Immediately after the
issue of QRSH Shares pursuant to Resolution 2 (assuming Resolutions 1 is
approved by Shareholders and assuming no other securities are issued by QRSH
in the meantime), the issued capital of QRSH will comprise 204,082,276 Shares
and 57,280,586 options to acquire Shares.

If Shareholders approve the issue of 13,600,000 QRSH Shares to Recipients

pursuant to Resolution 2, there will be a dilution of all other Shareholders'
holdings in QRSH of approximately 7.1%;

assuming Resolution 2 is approved by Shareholders, the Recipients will be
entitled to the following securities in QRSH:

Simon 1,600,000 - - -
Bedford
Gary 1,600,000 - - 18,000 20 cent
Pennefather options
Kevin 8,872,000 1,368,465 1,250,000 40 -
Russeth cent options
1,250,000 60
cent options
1,250,000 51
options
Rob Orr 2,500,000 - 290,000 40 -
cent options
1,250,000 60
cent options
1,250,000 51
options
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Note: 1: This table includes QRSH Shares issued to Mr Kevin Russeth (which are subject to the
passing of Resolution 1).

()] None of the Recipients wish to make a recommendation to Shareholders about
the proposed Resolutions 2(a) to 2(d) because each has an interest in the outcome
of Resolutions 2(a) to 2(d);

(i) details of Recipients’ remuneration are as follows':

Simon 84,622 - - - - 84,622
Bedford

Gary 49,315 4,438 - - - 53.753
Pennefather

Kevin 237,074 15,300 160,0001 - - 412,374
Russeth

Rob Orr 120,175 10,816 - - - 130,991

Note:1: Total remuneration paid to the Recipient Directors for the 12 month
period ending 30 June 2004.

4) the number of Shares to be issued to each of the Recipients has been determined
in light of both the past performance of the Recipients and in recognition of the
future role that the Recipient will play for the Company.

Mr Bedford has worked for QRSciences since early 2004 and has been appointed
as Executive Director and Vice-President, Business Development. His
responsibilities include, US based Technical Customer Support, Government
Relations, Technology Assessment and Business Development. His appointment
will accelerate the growth of the Company and fast track our commercial
readiness overseas. Mr. Bedford worked for seven years in a senior role at
Quantum Magnetics in the US. His focus at Quantum Magnetics was
Quadrupole Resonance and applications related to baggage screening and
landmine detection. In addition to Quadrupole Resonance expertise, Mr. Bedford
has experience developing and fielding novel personnel screening devices for
concealed weapons detecdon and the application of advanced magnetic
resonance technology in industrial process control.;

Mr Pennefather has also worked for QRSciences since early 2004 and has been
appomted as Executive Director and Vice-President, Commercial Systems Group.
Mr. Pennefather will be responsible for coordinating Program Management and

~ Project Management between QRSciences and its overseas customers. He has a
Bachelor of Engmeering (Hons.) in Electronics from the University of Western
Australia. Mr Pennefather has significant experience with technology companies
specifically in the areas of program and project management, electronic design,
and general operations;
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Mr Russeth has acted as Chairman of QRSH since May 2002 and CEO of
QRSciences Limited since June 2002. During this time considerable progress has
been made within QRSH to continue to fund and increase its inveshment in
QRSciences Limited to a 61% shareholding. He has also worked within
QRSciences Limited to negotiate several key commercial contracts and to
transition the Company from a Research & Development to a commercial
licensing and product development company. His future role with the Company
is considered to be critical to maintaining the commercial relationships and
guiding the Company to commercial success.; and

Mr Orr has acted as Company Secretary of QRSH since June 2001 and was a
director of the company between February 2003 and April 2004. During this ime
he has provided assistance to the board in corporate finance, financial reporting
and ASX/Corporations Act compliance He has also worked within QRSciences
Limited as Company Secretary. His future role with the Company will be to
continue to assist in the capacity of Company Secretary.

k) the QRSH Shares will be issued by QRSH to the Recipient for no consideration in
recognition of the past services of each of recipients and to encourage future
performance

U] during the last 12 months, the highest trading price of the Shares was $0.31 on 2
September 2004 and the lowest trading price of the Shares was %).13 on 7 January
2004. The market price of Shares over the 5 days of trading on ASX up to and
including 8 October 2004 has been between a minimum of $0.23 per Share to a
maximum of $0.255 per Share. Based on the average share price over the last five
days this values the Share issues to the Recipients as follows: Mr Bedford
$129,333 per annum over the restricion period, Mr Pennefather $129,333 per
annum over the restriction period, Mr Russeth $646,666 per annum over the
restriction period, Mr Orr $194,000 per annum over the restricion period;

(m) other than the information specified above, QRSH believes there is no other
information that would be reasonably required by Shareholders in order to
decide whether it is in the best interests of QRSH to pass Resolutions 2{a) to 2(d).

Listing Rule 10.14

Listing Rule 10.14 provides, in essence, that he approval of ordinary shareholders by
ordinary resolution is required before any of the following persons can acquire securities
under an employee incentive scheme:

(a) a director;
(b) an associate of a director; or
(c) a person whose relationship with the company or a related party is, in ASX's

opinion, such that approval should be obtained.

Messrs Bedford, Pennefather and Russeth are directors of QRSH for the purpose of
Listing Rule 10.14. Mr Orr is no longer a director but held the position of director in the
past 6 months.
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Listing Rule disclosure requirements

Listing Rule 10.15 sets out a number of matters which must be included in a notice of
meeting requesting shareholder approval under Listing Rule 10.14. To the extent that
this information is not included elsewhere in this Explanatory Memorandum, it is set out
below.

(a) the maximum number of QRSH Shares that may be granted by QRSH to the
Recipients (or their permitted nominees) for whom approval is required
pursuant to Resolution 2 is 13,600,000 QRSH Shares;

(b} as at the date of this Explanatory Statement and subject to the passing of
Resolution 1, each of Simon Bedford, Gary Pennefather and Kevin Russeth as
Directors of QRSH and Rob Orr as company secretary of QRSH and a related
party by virtue of his previous position as a Director of QRSH may be entitled to
participate under the QRSH Employee Share Plan;

(©) no securities have been issued under the QRSH Employee Share Plan as at the
date of the General Meeting; and

(d) if the grant of the QRSH Shares by QRSH to the Recipients is approved by
Shareholders pursuant to Resolution 2, the QRSH Shares will be issued to the
Directors as soon as practicable after the date of the General Meeting
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Glossary

In this Explanatory Statement, the following terms have the following meanings unless
the context otherwise requires:

Annexure

ASIC

ASX

Board
Constitution
Corporations Act
Director

ASX Listing Rules
and Listing Rules

QRSL
QRSL Share

QRSH and
QRSciences

QRSH Share
Sharcholder

annexure to this Explanatory Statement.

Australian Securities and Investments Commission.
Australian Stock Exchange Limited ABN 98 008 624 691.
board of Directors.

constitution of QRSH.

Corporations Act 2001 (Cth).

director of QRSH.

official listing rules of ASX.

QR Sciences Limited ABN 84 (071 648 309.
fully paid ordinary share in the capital of QRSL.

QRSciences Holdings Limited ABN 27 009 259 876.

fully paid ordinary share in the capital of QRSH.

holder of a QRSH Share.
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Annexure A
QRSH Employee Share Plan (“Plan”) - Summary of Terms

(a)

(b)

Issue of QRSH Shares

The QRSH board of directors (“QRSH Board”) may offer QRSH Shares to full-time or
part ime employees of the Company including directors and consultants.

The Directors may issue up to 15.5 million Shares under the Plan for no consideration
within 12 months of the date of adoption of the Plan. During this time and subsequently,
the Directors may issue Shares under the Plan provided that the price of those Shares is
not less than 75% of the market average price of Shares during the last 5 days of trading
on ASX, Any consideration for Shares under the Plan must be paid on application.

The QRSH Board may determine the eligibility of persons and their entittement having
regard to each person’s past and potential contribution to QRSH, and any other relevant
matters. Directors and officers of QRSH are also entitled to participate under the Plan.
However, any grant of QRSH Shares to directors will require appropriate shareholder and
regulatory approvals.

When issued the QRSH Share will rank equally with other QRSH Shares, including as to
payment of dividends and voting.

Disposal of QRSH Shares

The Directors may impose a period of restriction in relation to any Shares issued under
the Plan. During any period of restriction, the holder cannot sell, transfer, assign or
mortgage their Shares.

Any restrictions on transfer of otherwise dealing with Shares the subject of the Plan will
be removed in the event of certain circumstances (including certain takeover or divesture
circumstances), in which case the Participant may deal with their Shares freely.

If a Participant leaves the employment of the Company during any period of restriction,
the consequences to any Shares the subject of the Plan held by that Participant is
dependent on the time elapsed subsequent to their grant, whether the Shares were issued
for free or for consideration and the circumstances surrounding the departure.

If a period of restriction is imposed then regardless of the consideration paid or reasons
for cessation of employment, the Participant may retain that number of Shares the subject
of the Plan that is proportionate to the period of restriction served relative to the total
period of restriction.

In relation to the balance of Shares, if they were issued for no consideration, then if the
Participant resigns or is dismissed for cause relating to a conviction for fraud or
dishonesty involving the Company, then the Participant will have any remaining Shares
the subject of restriction bought back for a nominal amount. If the Participant has paid
consideration for the Shares, then the Participant may retain the Shares regardless of the
reasons for cessation of employment but subject to the original restriction imposed under
the Plan.
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(c) Plan Limit

The rumber of QRSH Shares that may be granted by QRSH is limited by the Plan rules.
The number of QRSH Shares issued or offered to employees under the Plan in any five
year period must not at any time exceed 15% of the total number of issued QRSH Shares.

The number of QRSH Shares which may be allotted under the Plan to any one eligible
employee (including a Director) shall be restricted in any case where the result of
accepting an offer of QRSH Shares would cause that person (legally or beneficially) to be
able to cast more than 5% of the votes able to be cast at a general meeting of QRSH.

(d) New Issues

If QRSH makes a bonus, rights or other issue of QRSH Shares, the employee shall (unless
otherwise determined by the QRSH Board) be entitled to participate and the newly issued
(QRSH Shares shall be subject to the same restrictions (if any) on the employec’s existing
QRSH Shares if they were issued to the employee for no consideration.

{e) Capital reconstructions

If any reconstruction of the issued capital of QRSH takes place, the employee shall be
entitled to participate and the newly issued QRSH Shares shall be subject to the same
restrictions (if any) on the employee’s existing QRSH Shares.

H Administration of the Plan

The QRSH Board or a committee of the QRSH Board will supervise the administration of
the Plan and retain the right to, in their sole discretion, waive or amend any terms and
conditions of the Plan.
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Annexure B
QRSH Share Terms

The following is a broad summary (though not necessarily an exhaustive or definitive statement)
of the rights attaching to the ordinary shares of QRSH. Full details are contained in the
Constitution, available for inspection at QRSH's registered office.

(a) Share Capital
All issued ordinary shares rank equally in all respects.
(b) Voting Rights

At a general meeting of QRSH, every holder of shares present in person, by an attorney,
representative or proxy has one vote on a show of hands and on a poll, one vote for every
fully paid share held, and for every contributing share held, a fraction of a vote equal to
the proportion which the amount paid up bears to the total issue price of the contributing
share.

(c) Dividend Rights

Subject to the rights of holders of shares issued with any special or preferential rights (at
present there are none), the profits of QRSH which the Directors may from time to time
determine to distribute by way of dividend are divisible among the sharcholders in
proportion to the shares held by them respectively, according to the amount paid up or
credited as paid up on the shares.

{d) Rights on Winding-Up

Subject to the rights of holders with shares with special rights in a winding-up (at present
there are rone), on a winding-up of QRSH all assets which may be legally distributed
amongst the members will be distributed in proportion to the shares held by them
respectively, accordingly to the amount paid up or credited as paid up on the share.

(e) Transfer of Shares

Shares in QRSH may be transferred by instrument in any form which complies with the
Constitution, the Corporations Act 2001 ASX Listing Rules and any other relevant law or
rules.

Shares may be transferred by such means in accordance with ASX Listing Rules and any
other relevant law or rules. The Directors may refuse to register a transfer of shares only
in those circumstances permitted by ASX Listing Rules and any other relevant law or
rules.

) Calls on Shares

Shares issued as fully paid are not subject to any calls for payment by QRSH and will not
therefore become liable for forfeiture.
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(&)

(h)

@

Further Increases in Capital

The allotment and issue of any new shares is under the control of the Directors and,
subject to any restrictions on the allotment of shares imposed by the Constitution, ASX
Listing Rules or the Corporations Act, the Directors may allot, issue or grant options over
or otherwise dispose of those shares to such persons, with such rights or restrictions as
they may from time to time determine.

Variation of Rights Attaching to Shares

Where shares of different classes are issued, the rights attaching to the shares of a class
can thereafter only be varied by a special resolution passed at a separate general meeting
of the holders of those shares of that class, or with the written consent of the holders of at
least three quarters of the issued shares of that class.

General Meeting

Each shareholder will be entitled to receive notice of, and to attend and vote at, general
meetings of QRSH and to receive notices, accounts and other documents required to be
furnished to shareholders under the Constitution, the Corporations Act and ASX Listing
Rules.



QRSciences Holdings Limited
ABN 27 009 259 876

Proxy Form

SHAREHOLDER

Namg, address and daytime telephone number of
sharcholder of QRScicnees Holdings Limited

|
2 APPOINTS =

1f you appoint the Chairman as your proxy, but do not wish
1o direct your proxy how to vote on a Resolution, you mu st
place a mark in the box below headed “Proxy’s Discretion™
in respect of that Resolution. By marking this box, you
acknowledge that the Chairman may excercise your proxy
cven if he has an interest in the outcome of the resolution
and votes cast by him other than as proxy holder will be
disregarded because of that interest.

1f you appoint the Chairman as your proxy, but do not mark
any box, the Chairman will be unable to exercise your
proxy votc.

If you appoint the Chairman as your proxy and place a
mark in any box below headed “Proxy’s Discretion™, the
Chairman intends to exercise your proxy to vote in favour
of that resolution.

URE OF SHAREHOLDER(S) =

Daytime phon N0 .o,

Insert here the name of the person you wish to appoint
as proxy; shareholders cannot appoint themselves.

Name of proxy - pleasc print

OR, if no person is named, the Chairman of the
meeting to vote in accordance with the following
directions or, if no directions have been given, as the
Proxy {other than the Chairman) sees fiv at the General
Meeting of the Company to be held on 26 November
2004 commencing at 11.00am WST and at any
adjournment thereof.

All single or joint holders of shares must sign this form. &

Signaturc Signature Signaturce
Datc

or in the case of @ company l —I

The COMMON SEAL of'the company is affixed in )
accordance with its constitution in the presence )
ofi/Exccuted by the company by its duly authorised )
officers in accordance with sub-section 127 of the )
Corporations Act 2001:* )

Signature of Director

Name of Director (Print)

OFSTENEA DY coiirir e
¥ delete as appropriate

Signature of Director/Seeretary
Name of Director/Secretary (Print)

under Power of Attorney on behalf of the company:.

This proxy form must be signed by the sharcholder and, in the case of joint sharcholders, by cach of the joint

sharcholders.

In the case of a corporation, this proxy form must be cxecuted in accordance with section 127 of the

Corporations Act 2001, In the case of a Sole Director/Secretary company, please indicate “Sole Dircctor™. 1 this proxy
form is signed urder Power of Attorney the original Power of Attorney (or a copy certificd as a truc copy by statutory

declaration) must be forwarded with the proxy form.
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Sciences QRsciencesHoldngs Limited

4 PROXY'S VOTING ’
INSTRUCTIONS AGAINST ABSTAIN PROXY’S

{(OPTIONAL) =) DIS CREI'I
ON

1  Establishment of the
employee share plan

2 lIssue of QRSH Shares

(a) Simon Bedford
(b) Gary Pennefather
(¢) Kevin Russeth
(d) Rob Orr

If you wish to direct your proxy how to vote, place a mark on the appropriate box. If a mark is
placed in a box, your total shareholding will be voted in that manner. You may, if you wish, split
your voting direction by inserting the number of shares you wish to vote in the appropriate box.
The direction will be invalid if a mark is made against more than one box for a particular item, or,
if you have split your direction, if the total shareholding shown in “FOR”, “AGAINST”,
“ABSTAIN” and “PROXY’S DISCRETION” boxes is more than your total shareholding on the
share register. Each person who attends the meeting is entitled to one vote only on a show of
hands. A person who holds proxies for more than one shareholder cannot vote on a show of
hands if he or she holds proxies directing him or her to vote both for and against a resolution.

5  APPOINTMENT OF A SECOND
. PROXY (OPTIONAL
A shareholder is entitled to appoint up to two
If you want to appoint two proxies you  persons (whether shareholders or not) to attend
may state here the percentage of your  the meeting and vote as proxies. If you wish to
voting rights applicable to this proxy  appoint two proxies please either photocopy the
form. If you do not specify a particular  proxy form or telephone Mr Rob Orr on (08) 9358
percentage, each proxy is entitled to 5011 to obtain a second form. Both forms should
exercise 50% of your voting rights be completed with the nominated percentage of
applicable to this proxy form. your voting rights on each form. Please return
the proxy forms together.
L% |

Important Information

Deadline for Receipt of proxies To be effective, a completed proxy form together with the power
of attorney (if any) under which it is signed, must be received by the Company at its registered
office not less than 48 hours before the appointed time of the General Meeting ie. no later than
11.00am WST on 24 November 2004.

Destination of Completed Proxy Form Once the Proxy Form is completed and all details checked
by you, the form is to be sent or delivered to the Company’s registered office at Level 32, Exchange
Plaza, 2 The Esplanade, Perth WA 6000 or sent by facsimile to the registered office on (08) 9358
5022.

For Further Information If you need any further information about this form or attendance at the
Company’s General Meeting, please contact Mr Rob Orr, Company Secretary on (08) 9358 5011.
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QRSciences Holdings Limited
ABN 27 009 259 876

Appointment of Corporate Representative
Section 250D of the Corporations Act 2001

This is to certify that by a resolution of the Directors of:

.................................................................................................................

[nsert name of sharcholder cornpany

the Company has appointed:

Insert name of corporate representative

in accordance with the provisions of section 250D of the Corporations Act 2001, to act as the body
corporate representative of that company at the meeting of the members of QRSciences Holdings
Limited to be held on 26 November 2004 and at any adjournments of that meeting.

DATED.........ooooiviiiiiiiin e

Executed by the Company )

in accordance with its constituent )

decuments

Signed by authorised representative Signed by authorised representative

Name of authorised representative (print) Name of authorised representative {print)
Position of authorised representative (print) Position of authorised representative (print)

INSTRUCTIONS FOR COMPLETION
1.  Insert name of appointor Company and the name or position of the appointee (eg “John
Smith” or “each director of the Company”).

2. Execute the Certificate following the procedure required by your Constitution or other
constituent documents.

3.  Print the name and position (eg director) of each company officer who signs this Certificate
on behalf of the company.

4. Insert the date of execution where indicated.

o

Send or deliver the Certificate to QRSciences Holdings Limited's registered office at Level 32,
Exchange Plaza, 2 The Esplanade, Perth WA 6000, or fax the Certificate to the registered
office at (08) 9358 5022.
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Company: QRSciences Holdings Limited
Code: QRS

HOMEX: Perth

Document Date: 27/10/04

Document Ref : 185

Release Time: Immediate

Subject: QRSciences Holdings takeover bid

QRSciences Holdings Limited
{ABN 27 009 259 874)

PO Box 725388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9358 5011 Fax: +é1 8 9358 5022  e-Mail: info@grsheidings.com



Hoidings Limited

27 October 2004
OFF-MARKET TAKEOVER BID QR SCIENCES LIMITED

QRSciences Holdings Limited (ASX:QRS) (“Holdings™} announces its intention to
make a takeover offer for all of the remaining issued fully paid ordinary shares in QR
Sciences Limited (“QRL”) not currently owned by Holdings.

Under the terms of the takeover offer, QRL shareholders will be offered 5 preference
shares plus 1 listed option in Holdings for every two fully paid ordinary shares in
QRL.

Mr. Kevin Russeth, Chairman and CEO of QRL parent company Hoidings stated:
“Our offer creates a window of opportunity for QRL shareholders to exchange their
illiquid shares for preference shares in Holdings which will convert into fully paid
ordinary shares and become listed on ASX and to participate directly in the future
growth of Holdings™.

“The close relationship between the two companies, with QRL dependent on
Holdings for financial support and management, suggests that the consolidation of the
two companies would be a better outcome for all shareholders,” he added.

Mr. Justin Hollyock, an independent director of QRL noted, “one unified company 1s
by far and away the most desired outcome for everyone,” but cautioned that, “despite
the benefits of merging the entities together, shareholders should ‘await the Target
Statement’ and speak to their financial advisers to make sure they make an informed
decision”.

Mr. Hollyock has appointed Gadens Lawyers to provide legal advice to QRL during
the bid.

Support for the Bid

SecQR Limited (“SecQR™), an 18% shareholder of QRL, has indicated to Holdings
its current intention, in the absence of a higher offer and subject to shareholder
approval, is to accept the bid from Holdings.

With SecQR acceptance of the bid, Holdings would own approximately 79% of the
ordinary shares of QRL.

QRSciences Holdings Limited
{ABN 27 009 259 874)
PO Box 75388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9358 5011 Fax: +61 8 9358 5022 e-Mail: info@grsheldings.com
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Nature of the Bid

Holdings will offer 5 new preference shares plus one option for every 2 fully paid
ordinary shares in QRL (“QRL Shares™).

The preference shares to be issued to each accepting QRL shareholder will be
comprised equally of A and B Preference Shares (“Preference Shares™), with
fractional entitiements of shareholders to be rounded up.

The Preference Shares will convert into fully paid ordinary shares in Holdings
(“Holdings Shares™) on a one for one basis. The terms of the Preference Shares are
summarised below.

No application will be made for official quotation of the Preference Shares on ASX.

The option will be exercisable into one Holdings Share at 40 cents on or before 12
January 2006 (“Heldings Option™). Application for quotation of the Holdings
Option on ASX will be made on issue.

Holdings is not making an offer for outstanding options in QRL.
Further Information

If Holdings achieves 100% acceptance for its offer, Holdings will issue in total
approximately 29,980,000 Preference Shares (converting into the same number of
Holdings Shares) taking its issued share capital to approximately 220,500,000 fully
paid ordinary shares.

Holdings will also issue approximately 11,990,822 Holdings Options with respect to
the offer.

QRL has recently adopted an employee share plan {(“Plan”) and stated its intention to
issue QRL Shares under that Plan. Should the offer by Holdings be successful, then
to the extent that QRL has determined to, but not issued, shares to directors and
employees under the terms of the Plan, Holdings will include those directors and
employees under the terms of a Holdings employee share plan.

Conditions

The takeover offers will be conditional upon a minimum 90% acceptance level by
QRL shareholders and other bid conditions as detailed in this announcement.

Terms of the Preference Shares

A and B Preference Shares will have the same rights except that:

. A Preference Shares automatically convert into Holdings Shares on a one for
one basis 12 months after the date of issue; and
. B Preference Shares automatically convert into Holdings Shares on a one for

one basis 24 months after the date of issue.

QRSciences Holdings Limited
(ABN 27 009 259 876)

PO Box 15388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9358 5011 Fax: +61 8 9358 5022  e-Mail: info@qrsheldings.com
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Early conversion will not be permitted.

Upon conversion of the A and B Preference Shares into Holding Shares, Holdings
will make application for quotation of those shares on ASX.

The principal terms of the A and B Preference Shares are summarised below:

(@
(b)

©

(d)

(e)

®

the 1ssue price of the Preference Shares is $0.28 each;

the Preference Shares will be entitled to a non-cumulative dividend in each
year that Holdings declares a dividend, equal to 10% per annum on the issue
price of the Preference Share, calculated on 30 June and payable within 14
days thereafter (Holdings currently does not intend to declare a dividend
during the period of issue of the Preference Shares);

the Preference Shares will be nontransferable {other than with the consent of
Holdings) and non-redeemable;

Preference Shares may vote:

Qi whilst a dividend (or part thereof) in respect of the share is in arrears;
(it) on a proposal to reduce the Holding's share capital;

(1ii) to approve the terms of a buy back agreement;

(iv) on a proposal to affect the rights attached to the Preference Share;
v) on a proposal to wind up Holdings;

{vi) on a proposal for the disposal of the whole of Holding’s property,

business and undertaking; and
{vii) during Holding’s winding up.
the Preference Shares will have a priority right to repayment in cash of capital
paid or deemed to be paid on the shares. Preference Shares have no further
rights to participate in the assets or prefits of Holdings;

the Preference Shares have no rights to participate in cash or bonus issues by
Holdings before conversion of the Preference Shares.

Process and Timetable

The offers will be made via an off-market takeover bid. The takeover documentation
will be dispatched to QRL shareholders in the near future.

It is anticipated that the offer will remain open until Monday January 31, 2005.

Holdings’ shareholding in QRL

Holdings currently holds QRL Shares representing 61% of the issued shares in that
company. Holdings also holds 5,900,000 options to subscribe for QRL Shares,
representing 62% of the options on 1ssue n QRL.

GRSciences Holdings Limited
(ABN 27 009 259 874}

PO Box Z5388 Perth WA 6831 AUSTRALIA

Tel: +461 8 9358 5011 Fax: +é1 8 9358 5022  e-Mail: info@qrshcidings.com



In addition, Holdings has lent QRL approximately $7,700,000 which is partially
secured over the assets of QRL.

Holdings’ primary focus is to actively fund and manage its investment in QRL.
About QRL

QRL is a physical sciences research and development company headquartered n
Perth, Western Australia. QRL is concentrating on commercial applications based on
Quadrupole Resonance (“QR”), an advanced technology that uses radio waves to
inspect and identify materials by their unique molecular characteristics and QR
signature. QR can detect and analyse a range of materials including explosives,
narcotics, pharmaceuticals and a range of other crystalline structures.

QRL’s first prototype, the T3000, is an explosives screening device which was tested
successfully as an “Advanced Technology Explosive Detection Systemn” by the
Transportation Security Administration, an agency of the U.S. Department of
Homeland Security. The T3000 has been enhanced over the past two years and
evolved into the T3-QCP which is QRL’s first commercial product. QRL has
commenced sales and expects further revenue from the T3-QCP in 2005 and beyond.

QRL is in a continuing relationship with the U.S. Department of Homeland Security
through a Cooperative Research and Development Agreement that was entered into in
early 2002. The purpose of the agreement is to assist QRL to improve and optimize
the performance of its explosives detection technology, and to promote and strengthen
aviation security.

QRL has lodged 14 patent applications and continues to build on its large intellectual
property portfolio. QRL is in advanced discussions in relation to cross-licensing
QRL’s patent portfolio. QRL is also in discussions with other companies, universities
and domestic and international government departments that have an interest in the
technology.

Summary of Bid Conditions

The offer to be made by Holdings for QRL Shares will be subject to a number of
conditions, full particulars of which will be set out in the documentation to be sent to
QRL shareholders. Those conditions will include:

1. The offer by Holdings being recommended and supported by all of the directors of
QRL.

2. Before the close of the bid period, Holdings has acquired a relevant interest in at
least 90% of QRL Shares currently on issue.

3. Holdings being able to proceed to compulsory acquire all QRL shares outstanding
at the close of the bid period.

4. Holdings obtaining all shareholder approvals necessary (whether under the
Corporations Act, the Listing Rules, its Constitution or otherwise} in order to
QRSciences Holdings Limiled
{ABN 27 009 259 874)

PO Box Z5388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9358 5011 Fax: +61 8 9358 5022 e-Mail: info@aqrshoidings.com
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10.

implement the bid and issue the Preference Shares and to attend to any other
matters referred to in this announcement.

ASX granting official quotation of Holdings Options to be issued under the bid no
later than 7 days after the end of the bid period.

Nore of the events listed in section 652C of the Corporatons Act occurring before
the close of the bid period. This includes the issue of shares or options (or
agreements to issue} by QRL outside of the employee share plan.

No material adverse change in the structure, business, assets, liabilities, financial
or trading position, profitability or prospects of QRL or the status or terms of any
arrangements entered into by QRL occurring before the close of the bid period.

No material acquisitions, disposals or other transactions or change in circumstance
occurring before the close of the bid period which is likely to have a material
change in the manner in which QRL conducts its business or is likely to affect any
material asset owned by QRL.

The weighted average price of Holdings Shares as traded on ASX over a § trading
day period not exceeding $0.37 per Holdings Share during the bid period.

The ASX AlFOrdinaries Index not declimng to 3,000 or below during the bid
period.

Further Information

Further information on QRL and the QR technology can be obtained from the QRL
web-site on www. ORsciences.com

For further information on Holdings and the bid generally please contact the
Company or visit the website on www.qrsholdings.com

Yours faithfully,

Kevin Russeth
Chairman

FEBERFRERFEREBERFHEHFERFRE

GRSciences Holdings Limited
{ABN 27 009 259 874)

PO Box 75388 Perth WA 6831 AUSTRALIA

Tel: +61 8 9358 5011 Fax: +é1 8 9338 5022  e-Mail: info@qrshcldings.com
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P Sciences

Motdings Limited

By Facsimile: 9221 2020

Christine Panstta

Senior Companies Advisor
Australian Stack Exchange
Level 8 Exchange Centre

2 The Esplanade Perth WA 6000

27 Dctober 2004

QRSciences Holdings Limited (ASX: QRS}
TRADING HALT PENDING ANNOUNCEMENT

QRSciences Holdings Limited (ASX: QRS) requests that trading in its securiies halt
effective immediately pending an announcemertt to the market,

Should you have any queries, please contact Mr Rob Omr, Company Secretary, (08)
9353 5011.

JRoka O

Rob Or
Company Secretary
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ASX

AUSTRALIAN STOCK EXCHANGE

MARKET RELEASE

27 October 2004

QRSciences Holdings Limited
TRADING HALT

The securities of QRSciences Holdings 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 untl the earlier of the commencement
of normal trading on Friday, 29 October 2004 or when the announcement
is released to the market.

Security Code: QRS

QRSO
QRSOA
7%
Jill Hewitt
Companies Adviser

S:\Perth Companjes\PER-Code P-R\Qrs\qrs2004.10.27mr sh.dac Page 1 of 1
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Holdings Limited

14'th October 2004

QRSciences Holdings shares to trade in the U.S.

PERTH, Thursday, 14" October 2004 - QR Sciences Holdings Limited {QRS:ASX), the
controlling entity of QRSciences Limited, a leader in the development of Quadrupole
Resonance (QR) based advanced explosive detection systems, today announces that it will
be entering the US financia!l markets with Level 1 American Depository Receipts "ADR’s” - a
mechanism that will facilitate the trade of QRS shares on the US over-the-counter market.
The offer of ADR's in the Uniled States will enable international institutions and individuals to
invest directly in one of only a few Australian stocks focused on the Homeland Security
market. The move will create more visibility in the U.S. capital markets and will assist the
company in getting broader coverage across the U.S. investment community in general.

“This will significantly boost our profile in the U.S. by providing access to a much larger group
of investors and financial professionals allowing them the opportunity to invest directly in our
company via their local brokers,” comments Kevin Russeth, Chief Executive Officer,
QRSciences Holdings Limited. “This is particularly important due to the bulk of QRSciences
customer base being U.S. resident and our increasing corporate profile in America,” he
continued. “The move will add value for our shareholders in Australia and create an easy way
for investors around the world to take an investment position in our company,” he added.
“While not a primary listing, this marks the first step in achieving such a goal. We consider this
move to be another important milestone that will markedly improve our visibility in the U.S.
and we look forward to the ADR program launching before the end of the year,” he concluded.

ADR's are negotiable US securities that generally represent a non-US company’s publicly
traded equily. ADR’s trade just like any Uniled States over-the-counter security alleviating
certain obstacles associated with foreign investors investing directly in the home markets of
non-U.S. companies. With almost two thousand schemes and $630 billion traded in 2003,
depository receipts have proven to be a preferred mechanism for U.S. investors to trade in
non-US based shares. The premier institution managing these programs is the Bank of New
York (BONY), which will act as QRSciences’ depository bank. The Depository Receipts will
initially be traded in the over-the-counter (OTC) bulletin board market in the U.S. with the
potential to move to NASDAQ as the business matures and company's profile grows.

“We have been in discussions with and working to create this opportunity for QRSciences for
over five years and are lcoking forward to seeing the securities trade in the U.8.", said Barry
Driscoll, Head of [ssues Services for Bank of New York.

QRSciences Holdings Limited
(ABN 27 009 259 876]
PO Box 75388 Perth WA 6831 AUSTRALIA
Tel +61 B 9358 5011 Fax: +61 8 9358 5022  e-Mail: info@grsholdings.com
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About QRSciences Limited

QRSciences Limited based in Perth, Western Australia is a designer, developer and direct
manufacturer of systems, sub-systems, components and software for security related
applications. The company is a world leader in Quadrupole Resonance (QR) applications a
next generation technology that uses radio frequency spectroscopy technigues to identify and
detect a range of materials. QR is closely related to Magnetic Resonance Imaging (MRI),
which is widely employed in industry and the medical profession. Applications for the
technology include explosive and narcotic detection, pharmaceutical quality control and
assurance, mineral and material assay, lab instrumentation and environmental science.

For more information on QRSciences Limited, please visit www.grsciences.com
About Bank of New York

The Bank of New York Company, inc. (NYSE: BK) is a global leader in securities servicing for
issuers, investors and financial intermediaries. The Company plays an integral role in the
infrastructure of the capital markets, servicing securities in more than 100 markets worldwide.
The Company provides guality solutions through leading technolcgy for global corporations,
financial institutions, asset managers, governments, non-profit organizations, and individuals.
its principal subsidiary, The Bank of New York, founded in 1784, is the oldest bank in the
United States and has a distinguished history of serving clients around the world through its
five primary businesses: Securities Servicing and Global Payment Services, Private Client
Services and Asset Management, Corporate Banking, Global Market Services, and Retail
Banking.

For more information about the Bank of New York Inc and its depository receipt business,
please visit www.bankofny.com

QRSciences Holdings Limited
{ABN 27 00% 259 874)
PO Box 25388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9358 5011 Fax: +61 8 9358 5022  e-Mail: info@grsholdings.com
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Appendix 3B
New issue announcement

ASX LODGEMENT COVER PAGE

Company: QRSCIENCES HOLDINGS LIMITED
Code: QRS

HOMEX: Perth

Document Date: 01/10/04

Document Ref : 182

Release Time: Immediate

Title: Appendix 3B

-+ See chapter 19 for defined terms.

117372002 Appendix 38 Page !
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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 or documents not available now must be given w ASX as svon as avaifable.  Information and
dociments given to ASX become ASX's property and may be made public.

Introdused 117768, Origin: Appendix 5. Amended 177/98, £/9/09, 12272000, 30/9:2001, 117372002,

Name of entity

RSCIENCES HOLDINGS LIMITED

ABN
07 009 256 876

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the rdevant sections (attach sheets if there is not enough space).

1 *Class of *securities issued or o be | Fully paid ordinary shares.
issued

2 Number of “scourities issued or to be | 85,000 Fully paid ordinary shares
issued (if known) or maxmiwn numbcer
which may be issued

3 Principal terms of the *securitics (eg, it | Fully paid ordinary shares.
options, exercise price and expiry date; if
patly paid “sccuritics, the amount
outstandmg and due dates for payment;
if *conventible secwritics, the conversion
price and dates for conversion)

+ See chapter 19 for defined terms.

Appendix 3B Page 2 117372002
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Appendix 3B
New issue anpouncement

4 Do the Fsccurities rank cqually in aft | Yes
respects from the date of allotment with
an existing “class of quoted *securities?

If the additional securities do not rank

cequally, pleasc state:

« the date from which they do

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

¢ the extent fo which they do not rank
cqually, other than in relation to the
next dividend, distribution or intercst

payment
5 Issue price or consideration 20 cents for fully paid ordinary shares upon
exercise of options
6 Pupose of the issue Exercise of 20 cent options to acquire fully paid

(if issued as consideration for the ordinary shares
acquisition of assets, clearly identify
those assets)

7 Dates of entering *securities into | 1 October 2004
uncertificated holdings or despaich of
certificates

Number *Class
8 Number and *class of all “sccuritics | 177,744,611 Fully paid ordinary
quoted on  ASX  (inchuding  the shares
securitics in clause 2 if applicable)
21,675,000 20 cent options 2
January 2005
expiry
26,610,923 40 cent options 12
January 2006
expiry

-+ See chapter 19 for defined terms.

11/3/2002 Appendix 38 Page 3




Appendix 3B
New issue announcement

Number “Class
9 Number and *class of ali *securitics | 12,822,665 Fully paid ordinary
not quoted on ASX (inchaling the shares
securities in clause 2 if' applicable)
2,909,533 40 cent options 12
Janwary 2006
expiry
3,000,000 60 cent options- 12
Janvary 2006
expiry
3,000,000 31.00 options 12
Januvary 2006
exXpiry
10 Dividend policy (in the case of a trust, | Not applicable
distribution policy} on the increased
capital (interests)
Part 2 - Bonus issue or pro rata issue
1 Is security holder approval required?
2 Is the issuc renounceable or non-
renounceable?
13 Ratio in which the “sceurities will be
offered
14 *Class of *seeurities to which the offer
relafes
15 *Record date to detenmine entitlements
16 Will holdings on different registers (or
subregisters)  be  agpregated  for
caleulating entitlements?
17 Policy for deciding entitlermnents in
relation to fractions
-+ See chapter 19 for defined terins.
Appendix 38 Page 4 11/372002
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Appendix 3B
New issue announcement

1§ Names of countries m which the cntity
has *securify holders who will not be
sent new issue docunents

Note: Security holders musi be told how their
entitiements are to be dealt with

Crass reference: rule 2.7,

19 Closing date for receipt of acceptances
or renunciations

+ See chapter 19 for defined terms.

11/372002
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New issue announcement

20

21

22

23

24

25

26

27

28

29

30

k|

Names of any underwriters

Amount of any wunderwriting fee or
COMNSSION

Names of any brokers to the issuc

Fee or commission payable to the
broker to the issue

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

If the issue is contingent on *security
holders'  approval, the datc of the
meeting,

Datc entitlement and acceptance form
and prospectus or Product Disclosure
Stafement will be sent to persons
cntitled

[f the cntity has issued options, and the
wernms  cntitle  option  holders 1o
participate on excreise, the date on
which notices will be sent to option
holders

Datc vights trading will begin  (if
applicable)

Datc rights wvading will ond (if
applicable)

How do *security holders sell their
centitlements in fid through a broker?

How do ¥sccurity holders sell perr of
their entitlements through a broker and
accept for the balance?

How do “sccurity holders dispose of
their entitlements  {except by salke

+ See chapter 19 for defined terms.

Appendix 3B Page 6
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New issue announcement

through a broker)? [ j

13 *Despatch date

Part 3 - Quotation of securities

You reed only complete this section if you are applying for guotation of securities
4 ] pPLYERg for g

34 Type of seeuritics
(rick one)

(@) g Securitics described i Part 1

(b) D All other securities
Example: restricted securities at the end of the eserowed period, partly paid secorities that beeorme fully paid. empioyer
incentive share seeurities when resteiction ends. securities issued on expiry or conversion of canvertible securities

Entities that have ticked 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 & If the “*secwrities are “equity securitics, the mmes of the 20 Jargest holders of the additional
“scewrities, and the number and percentage of additional *sceurities held by those holders

36 & Ifthe *securities are *equity securitics, a distribution schedule of the additional *sceurities setting
out the number of holders in the categories
1- 1,000
1,001 - 5,000
5,001 - 10,060
10,001 - 100,000
100,001 and over

37 I:l A copy of any trust deed for the additional *securitics

(now go 1o 43)

-+ See chapter 19 for definad terms.

11732002 Appendix 38 Page 7
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New issue announcement

Entities that have ticked box 34(b)

38

39

4]

42

Number of  securitics  for  which
*quotation is sought

Class of' “securitics for which quotation

is sought

Do the *scewrties rank cqually in all
respects fiom the date of allotmient with
an cxisting “class of quoted *securitics?

If the additional sceuritics do not rank

cqually, please state:

o the date from which they do

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

» the extent to which they do not rank
cqually, other than in relation to the
next dividend, distribution or miterest
payment

Reason for request for quotation now

Exzmple: In the case of restricted securitics, end of
restrictios period

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

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

mow go to 43)

Number

+Class

+ See chapter 19 for defined terms.

Appendix 3B Page 8
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New issue announcement

All entities

Fees

43

Payment method (tick one)

X
]

[

Cheque attached
Electionic payment made
Note: Payment may be inade electronically if Appendix 313 is given to ASX elettronically st the same time.

Periedic paynmient as agreed with the honx: branch has been arranged

Note: Arrangements can be made for employec incentive schemes that involve frequent fssues of secorities

Quotation agreement

1

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

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 need to obtain approprinte wirranties from subscribers for the securities in order

to be able  give this warranty

Section 724 or section 1016E of the Corporations Act does not apply 1o any
applications received by us in relation to any “sccurities to be quoted and
that no-one has any right o 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 a trust, we warrant that no person has the right to retum the
*securities to be quoted under section 10198 of the Corporations Act at the
time that we request that the “securities be quoted.

-+ See chapter 19 for defined terms,

117372002
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New issue announcement

3 We will indemnify ASX to the follest 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 *securitics begins. We acknowledge that ASX is relying on the information and
documents. We warrant that they are (will be) true and complete.

Sk R’

Sign here: Date: 01/10/04
(Company Secretary)

Print name: Rob Orr

+ See chapter 19 for defined terms.
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ASX LODGEMENT COVER PAGE

Company: QRSciences Holdings Limited

Code: QRS

HOMEX: Perth

Document Date: 17/09/04

Document Ref : 180

Release Time: Immediate

Subject: QRSCIENCES SECTION 708A(5) NOTICE

Sciences

Holdings Umited
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Sciences

Holdings Limited

Christine Panetta

Senior Companies Advisor
Australian Stock Exchange
Level 8§, Exchange Centre

2 The Esplanade Perth WA 6000

Notice given under Section 708A(5) of the Corporations
Act

This notice is given by the Company under section 708A(5)(e) of the Corporations Act in relation

to an issue of fully paid ordinary shares and options to acquire fully paid ordinary shares by the

Company without disclosure to investors under Part 6D.2 of the Corporations Act.

As at the date of this notice, the Company has complied with:

(a) the provisions of Chapter 2M of the Corporations Act as they apply to the Company;
and

(b) section 674 of the Corporations Act.

The Company confirms that, as at the date of this notice, there is no information that:

(a) has been excluded from a continuous disclosure notice given to ASX in accordance with
the ASX Listing Rules; and
{b) investors and their professional advisers would reasonably require for the purpose of

making an informed assessment of:

() the assets and liabilities, financial position and performance, profits and losses
and prospects of the Company: and

(i1) the rights and liabilities attaching to fully paid ordinary shares,

to the cxtent to which it would be reasonable for investors and their professional advisers to
expecet to find such information in a dsclosure document.

Dated: 17 Septernber 2004

(s

Kevin Russeth
Chairman
QRSciences Holdings Limited
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ASX LODGEMENT COVER PAGE

Company: QRSCIENCES HOLDINGS LIMITED
Code: QRS

HOMEX: Perth

Document Date: 17/09/04

Document Ref : 179

Release Time: Immediate

Title: Appendix 3B

+ Sec chapter 19 for defined terms.
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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 or documents not evatlable now must be given to ASX as soon as avaifoble.  Information and
doewnents given 10 ASX become ASX's property and may be made public.

introdueed 177766, Origin: Appendix 5. Amended /7208, 17999, 177/2000, 30/0:2601, 1173/2002.

Name of entity
QRSCIENCES HOLDINGS LIMITED

ABN
27 009 259 876

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the rdevant sections (atiuch sheets if there is not enough spoce).

1 *Class of *securities issued or o be| Fully paid ordinary shares.
issued Options to acquire fully paid ordinary shares at
40 cents expiry 12 Jan 2006.

2 Number of “securitics issued or o be | 21,865,740 Fully paid ordinary shares

issued (f known) or maximum number | 10,857,870 Options to acquire fully paid

which may be issued ordinary shares at 40 cents expiry
12 Jan 2006

3 Principal terms of the *securitics (e, it | Fully paid ordinary shares
aptions, exerise price and expiry date; if | Options to acquire fully paid ordinary shares,
partly [’3113 *securities,  the  amournt exercise price 40 cents, expiry date
outstanding and due dates for payment; 12 Jan 2006
if *convertible secunities, the conversion
price and dates for conversion)

+ See chapter 19 for defined terms.

Appendix 3B Page 2 117372002
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New issue announcement

Do the *securitics rank cquafly in all
respects from the date of allotment with
an existing “class of quoted *securities?

If the additional securities do not rank

equally, please state:

» the datc fromy which they do

» the extent to which they participate
for the next dividend, {in the case of
a trust, distribution) or inierest
payment

» the extent to which they do not rank
cqually, other than in relation to the
next dividend, distribution or infercst
payment

Issue price or consideration

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 of
certificates

Number and “class of all “securities
quoted on  ASX (inchdding the
securitics in clause 2 if applicable)

Yes .

27 cents for fully paid ordinary shares
nil cents for options to acquire fully paid shares

Working Capital

17 September 2004

Number

*(Class

177,659,611

21,760,000

26,610,923

Fully paid ordinary
shares

20 cent options 12
January 2005
expiry

40 cent options 12
January 2006
expiry

+ See chapter 19 for defined terms.

114372002

Appendix 38 Page 3




Appendix 3B
New issue announcement

Number *Class
9 Number and *class of afl *securities | 12,822,665 Fully pad ordinary
not quoted on ASX (inchuding the shares
securities in clause 2 if applicable)
2,909,533 40 cent options 12
January 2006
expiry
3,000,000 60 cent options 12
January 2006
expiry
3,000,000 S$1.00 options 12
January 2006
expiry
10 Dividend policy (in the casc of a trust, | Not applicable
distribution policy) on the increased
capital (interests)
Part 2 - Bonus issue or pro rata issue
1 [s security holder approval required?
12 Is thc issuc renouncecable or non-
renounceable?
13 Ratio n which the *sceurities will be
offered
14 *Class of *sceurities w0 which the offer
relates
15 *Record date to determine entitlements
16 Will boldings on different registers {or
subregisters)  be  aggregdted  for
calculating entitlcments?
17 Policy for deciding entitlements in
relation to fractions
+ See chapter 19 for defined terms.
Appendix 3B Page 4 11/3/2002
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Appendix 3B
New issue announcement

18 Names of countrics m which the entity
has “security holders who will not be
sent new issue documents

Note: Security holders must be told how their
emitlements are to be dealt with,

Cross reference: euie 7.7

19 Closing date for receipt of acceptances
oF renunciations

+ See chapter 19 for definad terms.

11732002

Appendix 3B Page 5




Appendix 3B
New issue announcement

20

21

2

23

24

25

26

27

28

29

30

3

Names of any underwniters

Amount of any underwriting fee or
comnuission

Nanes of any brokers to the issuc

Fec or commission payable to the
broker to the issue

Amount of any handling fee payable fo
brokers who lodge acceptances or
remunciations on behalf of *security
holders

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

Datz cntitlement and acceptance form
and prospectus or Product Disclosure
Stafernent will be sent to  persens
cntitled

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

holders

Datc dghts wading will begin (i
applicable)

Datz rights tading will end (if
applicable)

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

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

How do “security holders dispose of
therr entitlements  (except by sale

-+ See chapter 19 for defined terms.
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Appendix 3B
New issue anpouncement

through a broker)? | j

3 *Despatch date

Part 3 - Quotation of securities

You reed only complete this section if you ure applving for quotation. of securities

34 Type of securitics
(rick one)

(a) g Securities described in Part 1

(b} D All other securities
Example: restricted securities al the eod of the escrowed period. pastly paid securities that become fully paid, employee
ncentive share seearities when restriction ends. securities issued on expiry or convarsion of canvertible seeurities

Entities that have ticked box 34(a)

Additional securitics forming a new class of securities
(If the additional securities do not fornt a new class, go 1o 43)

Tiek 10 indicate you are providing the informution or
documents

33 & If the *sccurities are “cquity sccuritics, the names of the 2) largest holders of the additional
*seeurities, and the number and pereentage of additional *securities held by those holders

36 & Ifthe *securities are "equity securitics, 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
10,601 - 100,000
100,00) and over

37 D A copy of any trust deed for the additional “securities

(now go 10 43)

+ See chapter 19 for defined terms.
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Entities that have ticked box 34(b)

38

39

41

42

Number of securities for  which
*quotation is sought

Class of *securities for which quotation
15 sought

Do the *scewdtics rank cqually in all
respects from the date of allotment with
an existing *class of quoted *sceurities?

If the additonal scouritics do not rank

cqually, please state:

o the date from which they do

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

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

Reason for request for quotation now

Example: [n the case of restricted securities, vnd of
restriction period

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

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

fnow go to 43}

Number

+Class

+ See chapter 19 for defined terms.
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All entities

Fees

43

Payment method (tick one)

& Cheque attached

]
[

Electronic payment made

Nolg: Payinent may be made electronically if Appendix 313 is given 1o ASX electronically ot the same time.

Periodic paynxent as agreed with the home branch has been arranged

Note: Arcutgeme s ean be inade for employee incentive schemes that involve frequent issues of securities,

Quotation agreement

]

+Quotation of our additional *securities & in ASX’s absolute discretion. ASX may
guote the *securities on any conditions it decides.

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 afier their issue will not
require disclosure under section 707(3) or section 1012C(6) of the
Corporations Act.

Nute: An entity may need to obtain sppropriate warranties from subseribers for the securities in order

t be able to give this warranty

Section 724 or section 1016 of the Corporations Act does not apply 1o any
applications received by us in relation to any ‘*sccuritics 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 a trust, we warrant that no person has the right to retum the
*securities to be quoted under section 10198 of the Corporations Act at the
time that we request that the “securities be quoted.

+ See chapter 19 for defined terms.
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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

mformation 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.

ﬂp@: O

Sign here: Date: 17/9/04
(Company Secretary)

Print name: Rob Orr

-+ See chapter 19 for defined terms.
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ASX LODGEMENT COVER PAGE

Company: QRSciences Holdings Limited
Code: QRS

HOMEX: Perth

Document Date: 15/09/04

Document Ref : 178

Release Time: Immediate

Subject: QRSciences employee share plan

QRSclences Holdings Limited
(ABN 27 009 259 874)
PO Box 75388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9358 5011 Fax: +61 8 9358 5022  e-Mail: info@grsholdings.com



Sciences

Holrhngs Limited

15 September 2004

QRSciences to establish Employee Share Plans

Perth, 15th September 2004 — QRSciences Holdings Limited (QRS)} and QRSciences
Limited ("QRSciences”), a world leader in advanced explosive detection, today announced
the intention to establish Empioyee Share Plans to help retain key staff and attract new staff
as QRSciences continues its push to commercialisation in the global market place.

“For some time now fund managers and analysts have been asking about QRScience's
strategy in relation to securing key employees and providing them with an ongoing incentive
to continue to achieve consistent high levels of performance”, says Kevin Russeth, Chief
Executive Officer, QRSciences. “We have previously foreshadowed our intention to
implement Employee Share Plans and are confident that the proposed plans will adequately
address this issue which is becoming increasingly important as we expand our presence in
the highly competitive US market.”

Both companies intend to seek the approval of shareholders for the implementation of
separate Employee Share Plans and the issue of shares to specific key employees. Full
details of the proposed plans will be made available in the near future.

"In broad terms, both plans will give each company the ability to issue shares to staff with a
restriction on their ability to sell those shares over a specified period of time thereby aligning
their long term interests with those of the company”, says Mr Russeth.

About QRSciences Limited

QRSciences Limited based in Perth, Western Australia is a designer, developer and direct
manufacturer of systems, sub-systems, components and software for security related
applications. The company is a world leader in Quadrupole Resonance (QR) applications a
next generation technology that uses radio frequency spectroscopy technigues to identify and
detect a range of materials. QR is closely related to Magnetic Resonance Imaging (MR1),
which is widely employed in indusiry and the medical profession. Applications for the
technology inciude explosive and narcotic detection, pharmaceutical quality control and
assurance, mineral and materiat assay, lab instrumentation and environmental science.

QRSciences Holdings Limited (QRS:ASX) own 61% of QRSciences Limited.

For more information on QRSciences Limited, please visit www.grsciences.com.

QRSciences Holdings Limited
{ABN 27 009 259 874])

PO Box 75388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9358 5011 Fax: +61 8 9358 5022 e-Mail: info@grsholdings.com
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ASX LODGEMENT COVER PAGE

Company: QRSciences Holdings Limited
Code: QRS

HOMEX: Perth

Document Date: 10/09/04

Document Ref : 177

Release Time: Immediate

Subject: QRSciences placement oversubscribed

QRSciences Holdings Limiled
(ABN 27 009 259 874)

PO Box 15388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9358 5011 Fax: +61 8 9358 5022 e-Mail: info@qrsholdings.com



Sciences

Holdings Limitag

10 September 2004

QRSciences placement oversubscribed

QRSciences Holdings Limited (ASX:QRS) announced today that it raised
approximately 5 million dollars via an oversubscribed placement at 27 cents per
ordinary share with a one for two free attaching 40 cent option expiring 12 January
2006. The shares and options were placed with sophisticated and professional
investors. The Company will use the funds for ongoing working capital

The placement was managed by Emerging Growth Capital Pty Limited in Sydney.

About QRSciences Limited

QRSciences Limited is based in Perth, Western Australia and specialises in
commercially focused physical sciences R&D. The company is a world leader in
Quadrupole Resonance (QR) applications, a next generation technology that uses
radio frequency spectroscopy techniques to 1dentify and detect molecular structures.

QR is closely related to Magnetic Resonance Imaging (MRI) which is widely
employed in industry and the medical profession. Applications for the technology
include explosive and narcotic detection, pharmaceutical quality control and
assurance, lab instrumentation and environmental science applications.

QRSciences Holdings Limited owns 61% of QRSciences Limited.
FFeor further information, please contact:

QRSciences Holdings Limited

Tel: 08 9358 5011

Email: info@aqrsholdings.com.

Visit: www.grsciences.com and www,.grsholdings.com

QRSciences Holdings Limiled
{ABN 27 009 259 874}
PO Box 75388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9358 5011 Fax: +61 8 9358 5022 e-Mail: info@qrsholdings.com
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ASX

AUSYRALIAN STOCK EXCHANGR

MARKET RELEASE

8 September 2004

QRSciences Holdings Limited
TRADING HALT

The securities of QRSciences Holdings 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, 13 September 2004 or when the
announcement is released to the market.

Security Code: QRS

4

Anthony(Walsh
Assistant Manager Companies

s:\perth companies\per-code p-r\qrs\qre2004.08.08mr-no.doc Page 1 of 1
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:Sciences

Heldings Umited

By Facsimile: 8221 2020

Christine Panetta

Senior Companies Advisor
Australian Stock Exchange
Level 8,Exchange Centre

2 The Esplanade Perth WA 6000

08 September 2004

QRSciences Holdings Limited (ASX: QRS)
TRADING HALT PENDING ANNOUNCEMENT

QRSciences Holdings Limited (ASX: QRS) requests that trading in its securities halt
effective immediately pending an announcement to the market.

Shoutd you have any gueries, please contact Mr Rob Orr, Company' Sacrstary, (08)
9352 5011.

fhoks (OAR

Rab Orr
Company Secretary
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Holdings Limited

ASX LODGEMENT COVER PAGE

Company: QRSciences Holdings Limited

Code: QRS

HOMEX: Perth

Document Date: 8/09/04

Document Ref : 175

Release Time: Immediate

Subject: QRSCIENCES SHAREHOLDER MEETING RESULTS



Sciences

Holdings Limited

Australian Stock Exchange
Company Announcernent Office

08 September 2004

QRSciences Holdings Limited (ASX: QRS)

Dear Sir or Madam

The Board of Directors of QRSciences Holdings Limited ("Company”) is pleased to
announce that all resolutions put to the Company’'s members at the General Meeting
held 8 September 2004 were carried on a show of hands.

In accordance with Section251AA of the Corporations Act 2001, the Company advises

that it received proxy votes representing 21,548,429 shares. These were voted on as set
out below.

Proxy Voting Summary

297

Resolution For Against Abstain

1 a) Election of Director — Sirmon Bedford 4,272,801 17,276,628
1 b Election of Director -~ Gary Pennefather 4,272,801 17,276,628
2 Ratification previous Share lssues 4,162,303 30,000 17,357,128
3 CRS Share Issue — General 4,060,304 67,000 17,382,128

Should you have any queries, please contact Mr Rob Orr, Company Secretary, (08)
9358 5011.

ok DR

Rob Orr
Company Secretary
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Heldings Limited

ASX LODGEMENT COVER PAGE

Company: QRSciences Holdings Limited

Code: QRS

HOMEX: Perth

Document Date: 30/08/04

Document Ref : 174

Release Time: Immediate

Subject: QRSCIENCES ANNOUNCES FURTHER EQUIPMENT SALES



Sciences

Meldings Limited

News Release
QRSciences announces further equipment sales

PERTH, Monday 30" AUGUST 2004 - QRSciences Limited (QRS), the world
leader in the development of Nuclear Quadrupole Resonance (NQR) based
advanced explosive detection systems, today announces that it has sold
another of its state-of-the-art explosive detection devices in the Australian
marketplace.

Sydney based Advanced Security Systems has purchased the QRSciences
T3-QCP device.

“Doing business with Advanced Security Systems, one of the more brward
thinking specialists in the security field here in Australia and New Zealand can
oniy help our local profile,” comments Kevin Russeth, Chief Executive Officer,
QRSciences Limited. “Advanced Security Systems have clearly recognised
that our NQR technology offers a significant enhancement in explosive
detection and the association will undoubtedly lead to a further marked
improvement in security services in this region.”

The company is expected to find a ready market for QR technology amongst
a client base requiring state-of-the-art next generation explosive and other
contraband detection capability.

“The QRSciences T3-QCP is a state of the art detection device which covers
some gaping holes that exist in the security market,” says Sam Rahim,
Managing Director of Advanced. “We are also excited about some other
product ideas that QRSciences are developing that extend beyond explosive
detection and cover a range of other substances that our customers have an
interest in locating.”

Advanced has offices in Sydney, Melbourne, and Brisbane and a subsidiary
Advanced Building Systems in Canberra. The T3-QCP device purchased will
be deployed in Canberra ACT.

“The QR technique harnesses hammless and relatively low frequency radio
waves and uses QRSciences proprietary software and hardware to identify
the chemical structure or unique fingerprint of specific molecuies,” adds Mr
Russeth. “QRS testing has shown the technique can be as accurate as
laboratory spectroscopy in identifying the presence of some explosive
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materials known to have been used in airline bombings and terrorist attacks in
the past.”

QR Sciences technology has been successfully tested by the US
Transportation Security Administration (TSA) as an Advanced Technology
"AT" explosive detection system. The technology has also been extensively
trialled and tested over the past four years by authorities, regulators and
airports in the United States, Canada, European Union including the United
Kingdom and Australia.

About QRSciences Limited

QRSciences Limited based in Perth, Western Australia is a designer,
developer and direct manufacturer of systems, sub-systems, components and
software for security related applications. The company is a world leader in
Quadrupole Resonance (QR) applications a next generation technology that
uses radio frequency spectroscopy techniques to identify and detect a range
of materials. QR is closely related to Magnetic Resonance Imaging (MRI),
which is widely employed in industry and the medical profession. Applications
for the technology include explosive and narcotic detection, pharmaceutical
quality control and assurance, mineral and material assay, lab instrumentation
and environmental science.

For more information about QRSciences Limited please visit
www.grsciences.com.

About Advanced Security Systems

Advanced Security Systems is a specialist in providing fully customised,
tumkey security solutions. As a wholly owned Australian company,
established in 1982, they have more than 20 years hands-on industry
experience, installing and implementing the highest quality security
management systems in the world. The company’s area of expertise includes
security surveillance, access control, closed-circuit television and
communications networks. Advanced Security System’s customers include
the NSW Department of Comrective Services, Parliament House, Australian
Customs Service, the NSW Roads and Traffic Authority and many state and
federal government agencies in addition to numerous commercial customers.

For more information about Advanced Security Systems, its systems and
capabilities, please visit www.advanced.com.au.
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Appendix 4E

Preliminary final report

Name of entity

QRSciences Holdings Limited

ABN Financial year ended
26 009 259 876 30 June 2004

Results for announcement to the market

SA' N0
Revenues from ordinary activities up % to 612
Loss from ordinary activitics after tax attributable to down 15% to  (1.,990))
members
Net Loss for the period attributable to members down 15% 1o (1,990)
Dividends Amount per security | Franked amount per
security

Final dividend ) o
Interim dividend Nil Nil¢
Previous corresponding period

Nilg Nilg
Record date for determining  entitlements to  the
dividend. N/A
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Financial report ending 30 June 2004

Consolidated Statement of Financial Performance

2004 2003
$'000 $'000
Revenues from ordinary activities 612 342
Gaip relating to acquisition of interest in
controlled entity 1446 -
Expenses from ordinary activities (6,268) (4,005)
Borrowing costs
Profit (loss) from ordinary activities before tax (4’200) (3,653)
Income tax on ordinary activities R -
Profit (foss) from ordinary activities after tax (4’200) (3,663)
Profit (loss) from cxtraordinary items after tax R -
Net profit (loss) (4,200) (3 ,533)
Net profit (loss) attributable to outside equity (2210) (1,308)
infcrests
Net profit (loss) for the period attributable to (1 ,mo) (2 355)
members ’
Total changes in equity not resulting from (1,990) 2,355)

transactions with owners as owners

Page 3

303



Financial report ending 30 June 2004

Consolidated Statement of Financial Position

Current assets
Cash
Other

Total current assets

2004 2003
$'000 $000

2,704 4,221
536 43

3,240

4,264

Nen-current assets

Receivables - -
Investments 528 528
Intellectual Property 20,538 29,538
Other property, plant and cquipment (net) 313 339
Total non-current assets 30,379 30’405
Total assets 33,619 34’669
Current liabilities '
Payables 1,154 1,616
Provisions 218 187
Inferest bearing liabilities - 3,818
Total current liabilities 1,370 5,621
Noen-current liabilities
Other -
Total non-current liabilities - -
Total liabilities 1,370 5,621
Net assets 32,249 29,048
Lquity
Capital/contributed cquity 30,021 20,681
Retained profits (accumulated losses) (6,319) (4,329)
L quity attributable to members of the parent
entity 23,702 16,352
Outside equity interests in controlied entities
8,547 12,696
Total equity 32,249 29,048

Page 4
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Consolidated Statement of Cash Flows

Cash flows relsted to operating activities
Receipts from customers

Payments to supplicrs and employecs
Interest and other items of similar nature
received

Interest and other costs of finance paid
Other

2004 2003
$'000 $'000
41 318
(5,488) (4,028)
50 23

Net operating cash flows (51399) (3:688)
Cash flows related to investing activities
Payment for purchases of property, plant and (109) (31)
equipment
Payment for purchases of equity investments - (100)
Leans to other entitics - (1 090)
Loans repaid by other entities - -
Other - -
Net investing cash flows (109) (1:221)
Cash flows related to finaneing activities
Proceeds from issues of securitics (shares, 7,791 4,860
options, etc.)
Proceeds from borrowings (3,800) 3,800
Other - -
Net financing cash flows 3,991 8,660
Net increase (decrease) in cash held {1.517) 3,751
Cash at beginning of period 4221 420
Consolidation adjustments - 50
Cash at end of period

P 2,704 4,221

Page 5
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Dividends

No dividend has been declared and no dividend paynient has been made during this year,

Dividend Reinvestment Plan

There is no dividend re-investment plan in operation.

Ratios

2004 2003

Earnings per security (EPS) $'000 $'000
Basic EPS ($001) (3004)
Diluted EPS (80.01) ($0.03)

Net Tangible Asset backing 2004 2003
$'000 $'000

Net tangible asset backing per ordinary $0.02 $0.00

security

Page 6
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Notes to the Consolidated Statement of Financial Performance

Revenue and expenses from ordinary activities

2004 2003

$'000 $'000
Revenue from ordinary activities
Revenue from services and goods 514 318
other 48 -
Interest revenue 50 )

24

Total 612 342
Expenses
ASX/ASIC/Share registry 106 136
Inventorics purchased 266 140
Directors fees 212 109
Employee benefits expense 2485 1,333
Rental expenses 120 107
Consulting 453 436
Travel 215 139
Insurance 63 44
Legal expense 593 698
License Fee 1,000 415
Patent costs 90 13
Other expenses 520 248
Depreciation  and  azmortisation  cxcluding 135 69
amoriisation of infangibles
Tota) 6,258 4,005
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Notes to the Consolidated Statement of Financial Position

Consolidated retained profits

2004 2003

$'000 $'000
Retained profits {(accumulated losses) at the (4,329) (1,974)
beginning of the financial period
Net Joss attributable to members

(1,990) ( 2,355)

Dividends and other cquity distributions paid
or pavable . B
Retained profits (accumulated losses) at end
of financial period (61319) (41329)

Reconciliation of net cash provided by operating activities to operating profit

after income tax

2004 2003
$'000 $'000
Operating loss after income tax (4,200) (3,663)
Depreciation 135 68
License fee paid in shares 1,000 -
Gain on consolidation (1,446) -
Increasc /(Decreasc) in ereditors (479) (152)
Increase/{ Decrease) in provisions 29 46
(Increase)/Decrease in trade debtors (438) 13
Net cash provided by operating activities {5,399) (3,688)
Reconciliation of cash
Reconciliation of cash at the end of the period (as 2004 2003
shown 1n the consolidated statement of cash flows) to $'000 $'000
the related items in the accounts is as follows.
Cash on hand and at bank 2,704 4221
Total cash at end of period 2,704 4,221

Control gained over entities having material effect

Name of entity:

N/A
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Commentary on the results for the period

The Company's primary focus is to actively fund and manage its investment in QRSciences Limited
(*QRSciences”} as it transitions from a Rescarch & Development Company to a commercial licensing and
product development company.

Consolidated Result

The loss after tax attributable to members for the year ended 30 June 2004 of $1.99 million was down 15% on
the previous year. Revenue for the period of $2 million was gencrated $0.6 million from sales and consulting
expertise provided by QRScicnces to its partners and $1.4 million gain on acquisition of interest in controlled
entity.

Expenditure within the consolidated entity related to the corporate expenditure incurred within QRScicnces
holdings Limited and expenditure within QRSciences Limited in maintaining the staff and overhead associated
with the Rescarch and Development facility and in particular the costs of patent filing and legal and comporate
expensc associated with scveral contracts to license QRSciences technology .

Statement of Financial Position, Cash Flow

The Comp any confinued 1o consolidate of QRSciences Limited. The acquisition of the investment in QRSciences
Limited was reflected at a cost of $29 million. This cost reflects the value of the intellectual propenty associated
with the acguisition of QRSciences Limited.

During the ycar QRSciences Holdings Limited raised approximately $3.99 million from equity issues. These
funds were used largely to provide working capital to QR Sciences Limited via a loan secured over the
intellectual property of QRScignces Limited. [n addition to cquity issues QRSciences Holdings Limited
converted to cquity the Converiible Loan Note Facility of $3.8 million held by private investors.

Investment in QRSciences

QRSciences is a rescarch and development company headquartered in Westem Auwstralia. The Company is
concentrating on comunercialising applications that it has developed using Quadrupole Resonance (QR). QR is a
powerful substance detection technology that can probe a target and identify certain molecular structures through
their unigue QR signatures. QR can detect a range of explosives and has potential applications in the detection
of narcotics, tiochemical agents and pharmaceuticals.

In the Financial year ended 30 June 2004 QRSciences has continued to progress its business model In
November 2003, the QRSciences Limited entered into a licensing agreement with L-3 Communications Sccurity
Systems Corporation, a subsidiary of L-3 Communications Inc (NYSE:LLL) one of the fargest sccurity screencers
in the world.  Under this licensing agreement, QRScicnces will assist with the integration of its innovative
Quadrupole Resonance based explosive detection technology into L-3°s existing line of screcning product.

QRSciences has lodged several patents over inventions and has secured a worldwide license over another
significant patent portfolio in our ficld. In addition QRSciences is undertaking discussions in relation to cross-
licensing the Company’s QR patents.

QRSciences is also in discussions with other interested Companics, Universitics and Domestic and International
Governmental Departments to develop various applications for the technology.

The Company participated in an entitlements issuc in QRScicnees Limited lifting its sharcholding. The
Company increascd its sharcholding by 3% creep in July 2003 and again in January 2004, The Company’s
current sharcholding in QRSciences Limited is approximately 61%.

(QRSciences announced that it has entered into a formal consulting agreement with onc of the early pioncers and
developers of QR

Professor John Smith's NQR Consultancy through Kings College London have been practicing QR techniques
for the better part of 30 years and were responsible for groundbreaking discoveries and the creation of core
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intellectual property in the ficld. The King's team led by Professor Smith co-authored and developed all of the
patents licensed to QRSciences through BTG International Limited (BGC:LSX).

Events Subsequent to Reporting Date

Since the end of the Financial Year, the Consolidated entity has:

QRSciences Holdings Limited extended its secured loan facility to its 61% owned subsidiary QRScicnces by a
furthcr AS$] million. The date for the repayment of the facility has also been extended by 6 months. The terms
of the facility otherwise remain the same.

QRSciences, 2as entered into 3 Memorandum of Understanding (MOU) with the Chinese [nstitute of Atomic
Energy (CIAE) to assist with the development of security screening systems for the 2008 Olympic Games to be
held in Bejjing. The MOU sets the groundwork for the negotiation of a detailed agreement for the integration of
QR based explosive detection into the overall security regime for the Beijing Olympics. The parties also intend
to explore the potential for broader use of the QR technology in other security applications taroughout China.

QRScicnces, has entered into a formal agreement with Los Angeles based Rapiscan Security Products (U.S.A)
Inc., which will see the Jaiter company purchase two additional state-ofthe-art Nuclear Quadrupole Resonance
(NQR) devices.

Under the terms of this agreement, QRScicnces will provide two more NQR units to Rapiscan for integration
with Rapiscan's Threat Image Projection (TIP) ready Xray (TRX) machiuces, which are used in airports and
other Jocations around the world for the detection of weapons and other contraband. In addifion, QRSciences will
provide technical assistance to Rapiscan to accomplish the intcgration.

Annual meeting

The annual meeting will be held as follows:

Place To be advised
Date To be advised
Time To be advised
Approximate date the ammnual report will be 15 October 2004
available

Compliance statement

This report is based on accounts which have not yet been audited. The audit is currently beirg completed and the
audit report will be available with the Company s annual report.

ﬂob oA .

Sign here: Date: 30 August 2004
(Company Sccretary)

Print name: Rob Onr

Page 10
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Sciences

Holdings Limited

News Release

QRSciences and Rapiscan team up to deliver a next
generation checkpoint screening solution

PERTH, TUESDAY 24'" AUGUST 2004 - QRSciences Limited (QRS), a world
leader in the development of Nuclear Quadrupole Resonance (NQR) based
advanced explosive detection systems, has entered into a formal agreement with
Los Angeles based Rapiscan Security Products (U.S.A) Inc., which will see the
latter company purchase {wo additional state-of-the-art NQR devices.

Under the terms of this agreement, QRSciences will provide two more NQR units
to Rapiscan for integration with Rapiscan's Threat Image Projection (TIP) ready
X-ray (TRX) machines, which are used in airports and other locations around the
world for the detection of weapons and other contraband. In addition,
QRSciences will provide technical assistance to Rapiscan to accomplish the
integration.

“We are delighted to assist Rapiscan in this important project and have been
working closely with them during the past six months in anticipation of this,”
commented Kevin Russeth, Chief Executive Officer, QRSciences Limited. “We
expect the combination of both NQR and TRX technologies to result in the
eventual deployment of one of the most advanced and accurate checkpoint
screening solutions available in the security marketplace.”

“QRSciences has developed this cutting edge technology to the extent that it now
complements several products in the Rapiscan range. In combining NQR with
our range of X-ray devices in particular, we hope to deliver a number of products
that will set the bar at a new level for checkpoint and checked baggage
screening,” adds Rapiscan Chairman Deepak Chopra.

Rapiscan currently has an installed base in excess of 1,000 TRX machines at
U.S. airports alone, and more than 10,000 Xray systems woridwide. Some
50,000 pieces of X-ray, manufactured by Rapiscan and other companies, are in
use worldwide.

“The QR technique hamesses harmless and relatively low frequency radio waves
using QRSciences proprietary software and hardware to identify the chemical
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structure or unique fingerprint of specific molecules,” explains Mr Russeth. “QRS
testing has shown the technique can be as accurate as laboratory spectroscopy
in identfying the presence of some explosive materials known to hawe been used
in airline bombings and terrorist attacks in the past.”

QR Sciences technology has been successfully tested by the US Transportation
Security Administration (TSA) as an AT “Advanced Technology” explosive
detecticn system. The technology has also been extensively trialled and tested
over the past four years by authorities, regulators and airports in the United
States, Canada, European Union including the United Kingdom and Australia.

About QRSciences Limited

QRSciences Limited based in Perth, Western Australia is a designer, developer
and direct manufacturer of systems, sub-systems, components and software for
security related applications. The company is a worid leader in Quadrupole
Resonance {QR) applications a next generation technology that uses radio
frequency spectroscopy techniques to identify and detect a range of materials.
QR is closely related to Magnetic Resonance Imaging (MRI), which is widely
employed in industry and the medical profession. Applications for the technology
include explosive and narcotic detection, phamaceutical quality control and
assurance, mineral and material assay, lab instrumentation and environmental
science.

QRSciences Holdings Limited (QRS:ASX) own 61% of QRSciences Limited.
For more information on QRSciences Limited, please visit www.qrsciences.com.

About Rapiscan Security Products, Inc.

Rapiscan Security Products, Inc. is a leading supplier of high quality Xray
screening and explosive detection systems. The company has delivered
thousands of these detection systems to customers worldwide for use in airports,
customs facilities, courthouses, govemment buildings, mail rooms, schools,
prisons, embassies, and other locations. The Rapiscan product line, marketed
under the Rapiscan, Metor, and Secure 1000 brand names, is manufactured at
four global locations and offers a wide range of security screening systems with
diverse technologies.

For more information on Rapiscan Security Products, Inc., please visit
www.rapiscan.com.

USA Disclaimer

This press release contains forward-looking statements within the meaning of
Section 27A of the Securities Act of 1933, as amended, and Section 21E of the
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Securites Exchange Act of 1934, as amended. Such statements include
information regarding our expectations, goals or intentions about the future,
including, but not limited to, statements regarding the purchase, further
development and sale of security related equipment. The actual results may
differ materially from those described in or implied by any forward-looking
statement. In particular, there can be no assurance that that growing interest in
security and inspection systems will materialize in product sales, or that our
respective positions on the world market will continue to strengthen. Al forward-
looking statements speak only as of the date made, and we undertake no

obligation to update these forward-looking statements.
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Sciences

Holdings Limited

News Release

QRSciences come to market with practical NQR
explosive detection solution

Perth, 16 August 2004 - QR Sciences limited, a world leader in advanced
explosive detection today announces that its first commercial product is now
available to the market. The Company's product is a state of the art Nuclear
Quadrupole Resonance (NQR) system, which scans for a range of previously
difficult to detect explosives.

The NQR system comprises a functional QR assembly including coil, transmit
and receive electronics, sighal acquisition, signal processing and control

subsystems and operates as a stand-alone unit with its own user interface. The
device is suitable for integration with existing systems and new screening
products currently under development.

g
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QRSciences systems are available now for delivery. In addition to supplying
equipment, the company will also derive revenue by providing customisation,
integration, installation and service support.

“We are pleased to bring a practical solution to the marketplace that wil
significantly enhance airport screening beyond its present capability,” comments
Kevin Russeth, Chief Executive Officer of QRSciences Limited. “Fully integrated,
this offering will expand the utility of today's X-ay systems with a
complementary, highly accurate and automated explosive detection capability not
available from any other similar technology.”

QR is an emerging technology ideally suited to detection of a range of materials
including difficuit to detect explosives. The combination of QR.and X-ray
technology provides a security solution dealing with a breadth of threat scenarios
more comprehensive than previously possible.

In excess of 50,000 X-ray systems are in use worldwide for security applications.
QRSciences’ solutions can add significant functionality to these systems in

addition to new explosive detection solutions currently in the development phase.

“Every piece of existing equipment is a potential candidate for the technology. In
addition to the unparalleled growth this sector has seen during the past two
years, there is also a lot of equipment out there with the potential to add the QR
solution,” states Mr. Russeth.

“The QR technique hamesses harmless and relatively low frequency radio waves
using QRSciences proprietary software and hardware to identify the chemical
structure or unique fingerprint of specific molecules,” explains Mr Russeth. “QRS
testing has shown the technigue can be as accurate as laboratory spectroscopy
in identifying the presence of some explosive materials known to have been used
in airline bombings and terrorist attacks in the past.”

QR Sciences technology has been successfully tested by the US Transportation
Security Administration (TSA), and determined to be an "Advanced Technology”
explosive screening system. The technology has also been extensively trialled
and tested over the past four years by authorities, regutators and airports in the
United States, Canada, European Union including the United Kingdom and
Australia.

About QRSciences Limited

QRSciences Limited based in Perth, Westermn Australia is a designer, developer
and direct manufacturer of systems, sub-systems, components and software for
security related applications. The company is a world leader in Quadrupole
Resonance (QR) applications a next generation technology that uses radio
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frequency spectroscopy techniques to identify and detect a range of materials.
QR is closely related to Magnetic Resonance Imaging (MRI), which is widely
employed in industry and the medical profession. Applications for the technology
include explosive and narcotic detection, pharmaceutical quality control and
assurance, mineral and material assay, lab instrumentation and environmental

science.
QRSciences Holdings Limited (QRS:ASX) own 61% of QRSciences Limited.

For further information, please contact:

QRSciences Holdings Limited
Tel: +61(0)8 9358-5011
Emaitl: info@qgrsholdings.com

Or visit:
WWW.grsciences.com
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QRSciences Holdings Limited
ABN 27 009 259 876

General Meeting to be held at
Kings Perth Hotel, Charles Room, 517 Hay Street Perth

on 8 September 2004 commencing at 9.00am WST.
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Notice of General Meeting

A general meeting of sharcholders of QRSciences Holdings Limited will be held at Kings Perth Hotel,
Charles Room, 517 Hay Street Perth, Western Australia on 8 September 2004 commencing at 9.00am WST
to consider and pass the following motions:
1. Election of Directors
As separate and independent ordinary resolutions:
That, for all purposes:

(a) Mr Simon Bedford, who was appointed to the Board after the last general meeting of
the Company, is clected as a Director.

{b) - Mr Gary Penncfather, who was appointed to the Board afier the last gencral meeting of
the Company, is elected as a Director.

2. Ratification of Previous QRSH Share Issues
As an ordinary resolution:

That, for all purposes, the Sharcholders ratify the previous allotment and issue of QRSH Shares to
the partics, for the purposcs and on the terms set out in the Explanatory Statement.

3. Approval for QRSH Share Issue
As an ordinary resolution:

That, for all purposes, the Sharcholders approve the allotment and issue of QRSH Shares to the
parties, for the purposes and on the terms set out in the Explanatory Statement.

Voting Exclusions

The Company will disregard any votes cast on:

(a) resolutibn 2 by any person who received the QRSH Shares and their associates; and

(b) resolution 3 by any person who may participate in the proposed issuc and any person whom might
obtain a benefit, except a benefit solely in the capacity of a holder of QRSH Shares, if the

resolution is passed,

unless cast by a person as proxy for a person who is entitled to vote (in accordance with the directions on the
proxy form) or a person chairing the meeting as proxy for a person who is entitled 1o vote (in accordance
with a direction on the proxy form to vote as the proxy decides).

Explanatery Statement

The Explanatory Statement accompanying this Notice of General Meeting is incorporated in and comprises
part of this Notice of General Meeting.

Shareholders are specifically referred to the Glossary in the Explanatory Statement which contains
definitions of capitalised terms used both in this Notice of General Meeting and Explanatory Statement.
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“Snap-Shot” Time

The Company is permitied to specify a time, not more than 48 hours before the meeting, at which a “snap-
shot™ of Sharecholders will be taken for the purposes of determining Sharcholder entitlements to vote at the
meeting,

The Directors have determined that all Shares quoted on ASX at 5.00pm (WST) on 7 September 2004 shall,

for the purposes of determining voting entitlements at the General Meeting, be taken © be held by the
persons registerad as Shareholders at that time.

Proxies

Picase note that:

(a) a member of the Company entitled to attend and vote at the General Meeting is entitled to appoint a
Proxy;

®) a proxy need not be a member of the Company; and

(©) a member of the Company entitled to cast two or more votes may appoint two proxies and may

specify the proportion or number of votes cach proxy is appointed to exercise, but where the
proportion or number is not specified, each proxy may exercise half of the votes.

The enclosed proxy form provides further details on appointing proxies and lodging proxy forms.

Corporate Representative

Any corporate Shareholder who has appointed a person to act as its corporate representative at the meeting
should provide that person with a certificate or letter executed in accordance with the Corporations Act
authorising him or her to act as that company’s representative. The autherity may be sent to the Company
and/or registry in advance of the meeting or handed in at the meeting vhen registering as a corporate
representative. An Appointment of a Corporate Representative form is enclosed if required.

By Order of the Board of Directors

Sl Oz

Rob Orr
Company Secretary
QRSciences Holdings Limited

10 August 2004
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Explanatory Statement

This Explanatory Statement has been prepared for the information of Sharcholders in connection with
business to be conducted at a general meeting to be held at Kings Perth Hotel, Charles Room, 517 Hay Street
Perth on & Septernber 2004 commencing at 9.00am WST.

Its purpose is to provide Sharcholders with all information known to QRSciences which is material to a
decision on how to vote on the motions in the accompanying Notice of General Meeting and it should be
read in conjunction with the Notice of General Meeting.

Capitalised terms in this Explanatory Statement are defined in the Glossary.

1. The Motions

1.1 Election of Directors

Clause 52.2 of the Constitution requires that any Director appointed by the Board as an addition to
the Board must retire at the next general meeting following his or her appointment, but is eligible
for re-election at that general meeting. Listing Rule 14.4 also requires such Director to be re-
elected at the next annual general meeting if not done before so.

Mr Simon Bedford

Mr Bedford joined QRSciences in January 2004 and has been appointed as Executive Director and
Vice-President, Business Development. His responsibilities include US based Technical Customner
Support, Government Relations, Technology Assessment and Business Development. Before
joining QRSciences, Mr Bedford worked for seven years in a senior role at Quantum Magnetics in
the US.

His focus at Quantum Magnetics was Quadrupole Resonance and applications related to baggage
screening and landmine detection. In addition to Quadrupole Resonance expertise, Mr Bedford has
experience developing and fielding novel personnel screening devices for concealed weapons
detection and the application of advanced magnetic resonance technology in industrial process
contral.

Before Quantum Magnetics, Mr Bedford worked for 5 years at the Defence Evaluation and
Research Agency (DERA), a branch of the UK Ministry of Defence.

Mr Bedford also has broad experience in Xray technology for non-destructive testing systems
including diffraction and conventional linescan systems.

He studied Chemistry and Physical Chemistry at Imperial College of Science and Technology,
University of London.

Mr Gary Pennefather

Mr Pennefather joined QRSciences in March 2004 and has been appointed as Executive Director
and Vice-President, Commercial Systems Group. Mr. Pennefather will be responsible for
coordinating Program Management and Project Management between QRSciences and its overseas
customers.

Prior to joining QRSciences, Mr Pennefather worked in engineering roles with Telstra, QPSX and
the Australian Telecommunications Institute and as a Technology Executive with Atmosphere
Networks, Atrove Systems and CRC Broadband Telecommunications and Networking.
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1.2

Mr Pennefather was co-founder of Perth based start-up Atmosphere Networks which he later
assisted in a move to San Jose, California. After establishing Atmosphere Networks,
Mr Pennefather served as Vice President of Engineering, reporting to the US board and responsible
for building and managing a large ieam of engineers. He also served as Managing Director of
Atmosphere’s Australian subsidiary and was responsible for managing all staff and operations.
Atmosphere Networks was sold in a trade sale in July 2000 to Ditech Communications
(NASDAQ:DITC) for $200 million.

While at the Cooperative Research Centre for Broadband Telecommunications and Networking, he
acted as Deputy Director and Special Projects Manager conducting research and development in
areas of networking architectures, access protocols, chip design, and digital transmission analysis.

Mr Penmefather has significant experience with technology companies specifically in the areas of
program and project management, electronic design, and gencral operations.

He has a Bachelor of Engineering (Hons) in Electronics from the University of Western Australia.
Ratification of Previous QRSH Share Issues

Since the 2003 annual gencral mecting of QRSciences, QRSH Shares have been issued to various
sophisticated investors either as individuals directly or to clients of Poynton Partners, EG Capital,
Bell Potter Securities Limited, Smith Barney, Tolhurst Noall, Tambour Holdings, Paterson Ord
Minnett Limited and Findlay & Co Stockbrokers Ltd.

ASX Listing Rules

Listing Rule 7.1 provides that a company must not, without prior approval of sharcholders, issue
equity securities if the equity securities will in themselves or when aggregated with the securities
issued by a company during the previous 12 months, exceed 15% of the number of securitics on
issue at the commencement of that 12 month period.

Listing Rule 7.4 states that an issue by a company of securities made without approval under
Listing Rule 7.1 is treated as having been made with approval for the purpose of Listing Rule 7.1 if
the issue did not breach Listing Rule 7.1 and the company’s members subsequently approve it.

The QRSH Shares the subject of resolution 2 were issued on 23 February 2004 at issue prices of
11.1 cents (1,000,000 QRSH Shares), 13.2 cents (1,321,652 QRSII Shares), 13.6 cents (315,000
QRS Shares) and 4.3 cents (17,246,016 QRSH Shares) on the terms set out in Annexure A to
this Explanatory Statement and ranking equally with the existing QRSH Shares on issue at that
time. 19,882,668 QRSH Shares were issued, which represents 11.79% of all issued QRSH Shares
as at the date of the Notice of General Meeting.

A total of $2,795,080 was raised from the issue of these QRSH Shares which funds were to be used
for the working capital of QRSciences.

Directors’ recommendations

The Board believes that the ratification of the above Share issue is beneficial for the Company and
recommends that Sharcholders vote in favour of the resolution. It will allow the Company to retain
the flexibility to issue further securities representing up to 15% of the Company’s share capital
during the next 12 months.




324

Sciences QRScences Hoings Limkad

1.3

Approval for QRSH Share 1ssue

QRSciences proposes to issue up to 23 million QRSH Shares at an issue price of at least 80% of the
average closing price of the QRSH Shares traded on ASX on the last 5 days on which sales n the
QRSH Shares were recorded before the date of their issue. The issue of these QRSH Shares will be
equal to 10.42% of QRSciences’ fully-diluted share capital.

Funds to be raised under an issue of QRSH Shares pursuant to this resolution will be used to
provide working capital to the business of its subsidiary, QRSciences Limited. The funds provided
to QRSciences Limited will be used to fund day to day working capital requirements to enable the
commercialisation of its technology to continuc.

ANY FURTHER FUNDS RAISED WILL BE USED TO PROVIDE ONGOING WORKING
CAPITAL FOR QRSCIENCES.

ASX Listing Rules

!
As noted above in Section 1.2 of this Explanatory Statement, under Chapier 7 of the Listing Rules,
there are limitations on the capacity of QRSciences to enlarge its capital by the issue of equity
securities.

Listing Rule 7.1 provides generally that a company may not issue securities equal to more than
15% of the company’s issued share capital in any 12 months without obtaining sharcholder
approval.

For the purposes of obtaining Sharcholder approval under resolution 4, Listing Rule 7.3 requires
certain information to be given to Shareholders in relation to the issue. Such information not
already set ont above follows:

(a) the QRSH Shares shall be allotted progressively and are intended (o be 1ssued as soon as
possible but in any case, not later than 3 months afier the date of this General Meeting;

(b) the QRSH Shares will be allofted to those investors as determined by the Company
having regard to the level of demand for the QRSH Shares, the identification of investors
with a long term commitment to QRSciences and other factors QRSciences may consider

appropriate; and

(c) the QRSH Shares will be issued on terms and conditions set out in Annexure A and will
rank equally with the then existing QRSH Shares on issue.

QRSciences intends to apply to ASX for official guotation of the QRSH Shares on ASX.

Direciors’ recommendations

The Board believes that the proposed issue is beneficial for the Company and recommend
Sharcholders vote in favour of the resolution as they believe that it is in the best interests of
QRSciences to continue to fund acquisition oppertunitics which may arise and for QRSciences to
continue to implement its intentions in respect of QRSciences.
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2. Glossary

In this Explanatory Statement, the following terms have the following meanings unless the context
otherwise requires:

Annexure annexure to this Explanatory Statement.

ASX Australian Stock Exchange Limited ABN 98 008 624 691.
Board board of Directors.

Constitution constitution of QRSciences.

Corporations Act Corporations Act 2001 (Cth).

Director director of QRSciences.

ASX Listing Rules and  ofTicial listing rules of ASX.

Listing Rules

QRSciences QRSciences Holdings Limited ABN 27 009 259 876.
QRSH Share fully paid ordinary share in the capital of QRSciences.
Shareholder holder of a QRSciences Share.
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Annexure A
QRSH Share Terms

The following is a broad sununary (though not necessarily an exhaustive or definitive statement) of the rights
attaching to the ordinary shares of QRSciences. Full details are contained in the Constitution, available for
inspection at QRSciences’ registered office.

(a) Share Capital
All issued ordinary shares rank equally in all respects.
m Voting Rights

At a general meeting of QRSciences, every holder of shares present in person, by an attorney,
representative or proxy has one vote on a show of hands and on a poll, one vote for every fully paid
share held, and for every contributing share held, a fraction of a vote equal to the proportion which
the amount paid up bears to the total issue price of the contributing share.

(c) Dividend Rights

Subject to the rights of holders of shares issued with any special or preferential rights (at present
there are none), the profits of QRSciences which the Directors may from time to time deterrnine to
distribute by way of dividend are divisible among the shareholders in proportion to the shares held
by them respectively, according to the amount paid up or credited as paid up on the shares.

{d) Rights on Winding-Up

Subject to the rights of holders with shares with special rights in a winding-up (at present there are
none), on a winding-up of QRSciences all assets which may be legally distributed amongst the
members will be distributed in proportion to the shares held by them respectively, accordingly to
the amount paid up or credited as paid up on the share.

(e) Transfer of Shares

Shares in QRSciences may be transferred by instrument in any form which complies with the
Constitution, the Corporations Act 2001, ASX Listing Rules and the ASTC Rules.

Shares may be transferred by such means in accordance with ASX Listing Rules and the ASTC
Rules. The Directors may refuse to regisier a transfer of shares only in those circumstances

permitted by ASX Listing Rules and the ASTC Rules.

[{)] Calls on Shares

Shares issued as fully paid are not subject to any calls for payment by QRSciences and will not
therefore become liable for forfeiture.

(@ Further Increases in Capital

The allotment and issue of any new shares is under the control of the Directors and, subject to any
restrictions on the allotment of shares imposed by the Constitution, ASX Listing Rules or the
Corpaorations Act, the Directors may allo, issue or grant options over or otherwise dispose of those
shares to such persons, with such rights or restrictions as they may from time to time determine.
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(h) Variation of Rights Attaching to Shares

Where shares of different classes are issued, the rights attaching to the shares of a class can
thereafter only be varied by a special resolution passed at a separate general meeting of the holders
of those shares of that class, or with the written consent of the holders of at least three quarters of
the issued shares of that class.

() General Meeting

Each shareholder will be entitled to receive notice of, and to attend and vote at, gencral meetings of
QRSciences and to receive notices, accounts and other documents required to be furnished to sharcholders
under the Constitution, the Corporations Act and ASX Listing Rules.




Proxy Form

1 SHAREHOLDER

Name, address and daytime telcphone number of
shareholder of QR Sciences Holdings Limited

APPOINTS

If you appoint the Chairman as your proxy, but do not wish
to direct your proxy how to vote on a Resolution, you must
place a mark in the box below headed “Proxy’s Discretion™
in respect of that Resolution. By marking this box, you
acknowledge that the Chairman may exercise your proxy
even if he has an interest in the outcome of the resolution
and votes cast by him other than as proxy holder will be
disregarded because of that interest.

1f you appoint the Chairman as your proxy, but do not mark
any box, the Chairman will be unable to excreise your
proxy voie.

If you appoint the Chaiviman as your proxy and place a
mark in any box below headed “Proxy's Discretion”, the
Chairman intends to cxercise your proxy to vote in favour
of that resolution.

3 Sl URE OF SHAREHOLDER(S) =

Al single or joint holders of shares must sign this form.

Signature Signature
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Daytime phone no ..o

Insert here the name of the person you wish to appoint
as proxy; shareholders cannot appoint themselves.

Name of proxy - please print

OR, if no person is named, the Chairman of the
meeting to vote in accordance with the following
directions or, if no directions have been given, as the
Proxy {other than the Chairman) secs fit at the General
Mecting of the Company to be held on & September
2004 commencing at 9.00am WST and at any
adjournment thereof.

Sisnature

Date

or in the case of a company I

The COMMON SEAL of the company is affixed in )
accordance with its constitution in the prescnce )
of'/Exccuted by the company by its duly authorised )
officers in accordance with sub-section 127 of the )
Corporations Act 2001:* )

Signature of Dircctor

OF SIZACA DY oevriiiie s,
% delete as appropriate

Name of Director (Print)
Signature of Director/Sccretary
Name of Director/Secretary (Print)

under Power of Attorney on behalf of the company..

This proxy form mwust be signed by the sharcholder and, in the case of joint sharcholders, by cach of the joint
sharcholders. [n the case of a corporation, this proxy form must be cxecuted in accordance with scetion 127 of the
Corporaticns Act 2001. In the case of a Sole Director/Sceretary company, please indicate “Sole Director™. 1f this proxy
form is signed under Power of Attorney the original Powcer of Attorney (or a copy certificd as a truc copy by statutory

declaration) must be forwarded with the proxy form.
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QRSciences Holdings Limited
ABN 27 009 259 876

PROXY'S VOTING

INSTRUCTIONS ; AGAINST ABSTAIN PRONY'S

(OPTIONAL) = lJlS('l'u-’:'? JON

I Election of Directors

(a) Simon Bedford [ ] ﬁ —l [ | I 1
(b) Gary Pennefather | ] L | L ] | ]
2 Previous QRSH Share [ssues | | | I | | |
3 New QRSH Share Issue [ | | | | | Il

1f you wish to direct your proxy how to vote, place a mark on the appropriatc box. If a mark is placed in a box, your
total sharcholding will be voted in that manner.  You may, if you wish, splif your voting direction by inserting the
number of shares you wish to vote in the appropriate box. The direction will be invalid if a mark is made against more
than onc box for a particular item, or, if you have split your direction, if the total sharcholding shown in “FOR™,
“AGAINST™, “ABSTAIN" and “PROXY’S DISCRETION” boxes is more than your total sharcholding on the share
register. Each person who attends the meeting is entitled to one vote only on a show of hanés. A person who holds
proxies for more than onc sharcholder cannot vote on a show of hands if he or she holds proxics directing him or her to
vote both for and against a resolution.

APPOINTMENT Of A SECOND

PROXY (OPTIONAL)

A sharcholder is entitled to appoint up to two persons
[f you want to appoint two proxies you may (whether sharcholders or not) to aitend the mecting and vote
state here the percentage of your voting rights as proxics. If you wish to appoint two proxies please cither
applicable to this proxy form. If you do not photocopy the proxy form or telephone Mr Rob Omr on
specify a particular percentage, each proxy is (08) 9358 5011 10 obtain a sccond form. Both forms should
entitled to exercise 50% of vour voting rights be completed with the nominated perecntage of your voting
applicable to this proxy form. rights on cach form. Please return the proxy forms together.

I %]

Important Information

Deadline for Receipt of praxies  To be effective, a completed proxy form together with the power of attorney (if any)
under which it is signed, must be received by the Company at its registered office not less than 48 hours defore the
appointed time of the General Mecting ie. no later than 9.00am WST on 6 September 2004,

Destination of Completed Proxy Form Once the Proxy Form is completed and all details checked by you, the form
is to be sent or delivered to the Company’s registered office at Level 32, Exchange Plaza, 2 The Esplanade, Perth WA
G000 or sent by facsimile to the registered office on (08) 9358 5022.

For Further Information  If you nced any further information about this form or atendance at the Company’s
General Mecting, please contact Mr Rob Orr, Company Secretary on (08) 93358 5011,
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Appointment of Corporate Representative
Section 250D of the Corporations Act 2001

This 1s to certify that by a resolution of the Directors of*

.................................................................................................................... (Company),
Insert name of shareholder company

the Company has appointed:

Insert name of corporate representative

in accordance with the provisions of section 250D of the Corporations Act 2001, to act as the body corporate
representative of that company at the meeting of the members of QRSciences Holdings Limited to be held on
8 September 2004 and at any adjournments of that meeting.

DATED e

Executed by the Company )

in accordance with its constituent documents )

Signed by authorised representative Signed by authorised representative

Name of authorised representative (print) Name of authorised representative (print)

Position of authorised representative (print) Position of authorised representative (print)

INSTRUCTIONS FOR COMPLETION

1. [nsert name of appointor Company and the name or position of the appointee (eg “John Smith” or “cach director
of the Company™).

2. Exccute the Certificate following the procedure required by your Constitution or other constituent docuncnts.

3. Print the name and position (eg director) of cach company officer who signs this Certificate on behalf of the
company.

4. [nscrt the date of execution where indicated.

S. Send or deliver the Certificate to QRSciences Holdings Limited’s registered office at Level 32, Exchange Plaza,

2 The Esplanade, Perth WA 6000, or fax the Certificate to the registered office at (08) 9338 5022.
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Ms Christine Panetta
Scnior Companies Advisor
Australian Stock Exchange
Level 8

Exchange Plaza

2 The Esplanade

PERTH WA 6000

9 Angust 2004
Dear Mz Panetta

Re: QRSciences Holdings Limited including [ta aubsidiary QR Scienices
Limited (the *Company™)

1 refer to your lewer dated 5 August 2004,

1 respond to the questions raised in your letier as {ollows.

2. It is possible to conclude on the basis of the information provided thay if tie
Companry were to continue to expend cavh at the rate for the quarter indicat:d by the
appendix 4C, the Company may only have sufficient cash to fund its sctivisics for less
thar two quarters. Is this the case, or are there other factors that should be iaken into
account in assessing the Company's position?

The last quarter saw a higher than normal level of cash outflows resulting from the
Ccmpany continuing it3 drive towards [ull commercialisation, in particular r22dying
itsc)f for expansion into the United States.

The Company expects that its shon term cash flow needs will remain on par with
cash outflows experienced in the last quares,

2. Does the Company exzpect int the furure it will have negarive aperating cas' flows
similar to that reported in the Appendix 4C for the quarter end, if so whar suips has iz

taken 1o ensure that iz has sufficient funds in order 10 comsinue its operations af thar
rare?

TURWORERDCS\GOUSETRO] 08,7
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As stated above, the Company expects that its cash flow needs will rem:in on par
with recent quarters.

The Company expects that it wiJl meet its working capital tequirements through:

* revenue - the Company began eaming revenue last year and expect; this to
ETow, quarier to quarier through income from {1s commerecial partnus.

* uylising its cash reserves - as at the date of this leticr, the Company has cash
reserves in excass of AUSS2.2 million; and

* authority to raise further capital - the Company also intends Lo seck
shargholder approval to ensure it has the necessary authority to raiss further
capital a5 and when the necd arises.

The Company will ajso continue to closely monitor its cash nulflows.

3.70 what extent have the Company s actual revenues and expenses in the quarter, as
reporied in the Appendix 4C, maiched the Company’s anticipated revenues ¢nd
expenses for the reporting period?

The Coampany's actual revenues and expenses in the quarter matched the
anticipated revenues and cxpanses,

4.Jf the Comprny's actuel revenues and expenses are not substantiplly in acordance
with the Company’s anticipared revenues and expanses, when did the Compeny
become aware that its revenues and expenses would not substantially march he
anricipated vevenues and expenses? Yow may wish to outline any circumstan ces that
may have had ar, effect on the Company's revenues and expenses.

n/a

5.What steps has the Company's taken, or what steps does it propose to sake, to
enable it to continue to meer {5 business obfectives?

The Company remains committed 1o pursuing its business objective of
commercialising its technology. It continues 10 work closely with its com nercial
partnets to develop products for the aviation and broader security market, The
Company’s recent expansion to the United States is a posilive step toware s
achieving this abjective. The Campany has also recently signcd a memor ndum
of understanding with the Chinese Ingtitute of Alomic Encrgy with & view to
gelng & detailed plan 0 assist in developing a screcning system for use within
ina.
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6.Can the Company confirm that it is in compliance with the listing rules ani, in
parvicular, listing rule 2.1.

In the opinion of the Board of Dircctors ths Company is in compliance viith the
Listing tules, and in particular, listing rule 3.1,

7. Please comment on the Company’s complianee with the listing rule 12.2, -vith
reference 10 the marters discussed in the note tn the rule.

In the opinion of the Board of Dircctors the Company is in complianee w ith the
Listing rule 12.2.

Yours Sincerely

(i o

Kevin Russcth
Chairman

FERWORRIXCOG0050 730798,
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A / \SX Australian Stock Exchangs Limited
AP = D AUSTRALIAN STOCK EXCHANGE ADN 55 058 024 69
! A: agust 2004 )

Leve] 8

Exchange Plaza

2 The Esplanade

Perth WA 6000
Mr Rob Orr 50 B D1
Company Secretary A
QRSdences Holdings Limited

Telophone 61 (08) 9224 0014
%‘,CE‘;:'II'I%Iz,W%AT}écoggp feaade Faceimile 61 (08) 9221 2020

Imtermet httpz/Avww.asx.com.su

By facsimile: (08) 9265 0021

Dear Sir
QRSciences Holdings Limited (the “Company”)

I refer w the Company’s Quarterly Report in the form of Appendix 4C for the period ended
30 June 2004, released to Australian Stock Exchange Limited ("ASX") on 30 July 2004, (the
“Appendix 4C”),

ASX notes that the Company has reported the following.

1. Nil receipts from customers. |

2 Net negative operating cash flows for the quarter of $1,722,000,
3. Cash at end of quarter of $2,706,000.

In light of the informadon contained in the Appendix 4C, please respond to each of the
following questions.

1. It is possible to conclude on the basis of the information provided that if the Company
were to continue to expend cash at the rate for the quarter indicated by the Appendix
4C, the Company may only have sufficient cash to fund its acrivities for less than two
quarters. Is this the case, or are there other factors that should be taken into accountin
assessing the Company’s position?

2, Does the Company expect that in the future it will have negative operatihg cash flows
similar to that reported in the Appendix 4C for the quarter and, if so, what steps has it
taken to ensure thar it has sufficient funds in order to continue its operations at that
rate?

3. To what extent have the Company’s actual revenues and expenses in the quarter, as

reported in the Appendix 4C, matched the Company’'s antcipated revenues and
expenses for that reporting period?

i

$:\Perth Companiss\PER-Code P-R\Qrs\qra2.004.08.035)-cp.doc Page 3 of 2
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4. If the Company’s actual revenues and expenses are not substandally in accordance with
the Company’s antcipated revenues and expenses, when did the Company become
aware that its revenues and expenses would not substantally match the andcipated
revenues and expenses? You may wish to outline any ¢ircumstances that may have had
an effecr on the Company’s revenues and expenses.

3. What steps has the Company taken, or what steps does it propose to take, to enable it
to continue to meet its business objectives?

6. Can the Company confirm that it is in compliance with the listing rules, and in
particular, listing rule 3,17

7. Please comment on the Company’s compliance with listing rule 12.2, with reference to
the marters discussed in the note to the rule,

Listing rule 3.1
Listing rule 3.1 requires an entity to give ASX immediately any information concerning it that a

reasanable person would expect to have a material effect on the price or value of the entity’s
securities. The exceptions to this requirement are set out in the rule.

In responding to this letrer you should consult listing rule 3.1 and the guidance note titled
“Continuous disclosure: listing rule 3.1”.

If the information requested by this letter is information required to be given 1o ASX under
listing rule 3.1 your obligation is to disclose the informarion immediately.

Your responsibility under listing rule 3.1 is not confined to, or necessarily satisfied by,
answering the questians set out in this letter.

This lerter and your response will be released o the market. If you have any concerns about
your response being released, please contact me immediately. Your response should be sent to
me on facsimile number (08) 9221 2020. It should por be sent to the Company
Announcements Office.

Unless the information is required immediately under listing rule 3.1, a response is requested as
soon as possible and, in any event, not later than the close of business (ie before 5.00 pm
W.S.T.) on Monday, 9 Angust 2004,

If you are unable to respond by the time requested you should consider 2 request for a wading
halt in the Company’s securities,

If you have any queries regarding any of the above, please let me know,
Yours faithfully

(0t

Christine Panetm
Senior Companies Adviser

Direct Line: (08) 9224 0014

S:\Perth Companies\PER-Code P-R\Qrs\qrs2004.08,051-cp.doc Page 2 of 2
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ASX LODGEMENT COVER PAGE

Company: QRSciences Holdings Limited

Code: QRS

HOMEX: Perth

Document Date: 4/08/04

Document Ref : 168

Release Time: Immediate

Subject: BEIJING OLYMPICS LOOKS TO QRSCIENCES FOR SECURITY
SOLUTIONS
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BEIJING OLYMPICS LOOKS TO QRSCIENCES FOR
SECURITY SOLUTIONS

PERTH, WEDNESDAY 4 AUGUST 2004 - QR Sciences Limited (QRS), a world
leader in the development of Quadrupole Resonance (QR) based advanced
explosive detection systems, has entered nto a Memorandum of Understanding
(MOU) with the Chinese institute of Atomic Energy (CIAE) to assist with the
development of security screening systems for the 2008 Olympic Games to be
held in Beijing.

CIAE has been tasked by the Olympic Committee in China to build prototype
screening systems for radioactive materals, explosives, weapons and drugs and
are seeking QRSciences assistance with the project.

A delegation of experts from the CIAE, headed by Dr. Shu Wei Guo, Vice
President of the China Institute of Atomic Energy and adviser to the China
Atomic Energy Authority together with Dr. Zhu Shengyun, Secretary General of
the Nuclear Physics Society of China, toured the QRSciences research and
development facility in Perth, met with executives and technical staff and
culminated in the signing of the MOU.

The MOU sets the groundwaork for the negotiation of a detailed agreement for the
integration of QR based explosive detection into the overall security regime for
the Beijing Olympics. The parties also intend to explore the potential for broader
use of the QR technology in other security applications throughout China.

We have been in dialogue with CIAE for several months and were delighted to
welcome Dr Shu and his esteemed colleagues to our facility in Perth to discuss
mutual business opportunities. In the course of our discussions the CIAE
presented us with a commercial opportunity to provide our expertise to assist the
Chinese authorities in providing the very best security for the 2008 Olympic
Games,” states Kevin Russeth, Chief Executive Officer, QRSciences Limited.

“Quadrupole Resonance (QR) is a proven solution for the identification of a range
of difficuit to detect explosive threats. We expect that this cooperative effort in
relation to securing the Olympics may extend to cover other areas of concern to
the Chinese Ministry of Public Security including the protection of aviation, rail
and other critical infrastructure,” he added.
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QRSciences’ technology is ideally suited to integration with existing and newly
developed X-ray equipment. The company has contractual arangements with
several of the worlds leading X-ray system manufacturers. In excess of 50,000
pieces of X-ray equipment are in use worldwide for security applications.
QRSciences' technology can add significant functionality to currently deployed
systems.

About China Institute of Atomic Energy

Based in Beijing the China institute of Atomic Energy and its predecessor the
Institute of Modern Physics was founded in 1950. it is the birthplace of nuclear
science and technology and the hub for nuclear science and technology in China.
The major tasks of the institute are fundamental research of nuclear science and
technology, research and development of advanced nuclear energy and

identifying applications for nuclear technology.

The broad R&D program covers nuclear physics, nuclear chemistry,
radiochemistry, reactor engineering, accelerator technology, nuclear electronics
and detector techniques, isotope technology, radiation protection, adwanced
materials and biomedical engineering.

The CIAE has a staff of 3400 including 660 senior scientists and senior
engineers including 9 members of the Chinese Academy of Science and Chinese
Academy of Engineering.

For more information on CIAE visit www.ciae.ac.cn/english/HOME .him or the
China Atomic Energy Authority at www.caea.gov.cn/ecaealindex.asp

About QRSciences Limited

QRSciences Limited, based in Perth, Western Australia, designs and develops
systems, sub-systems, components and software for security related
applications. The Company is a world leader in Quadrupole Resonance (QR)
applications, a next generation technology that uses radio frequency
spectroscopy techniques to detect and positively identify a wide range of
materials. QR is closely related to Magnetic Resonance Imaging (MR1), which is
widely employed in industry and the medical profession. Applications for the
technology include explosive and narcotic detection, pharmaceutical quality
control and assurance, mineral and material assay, lab instrumentation and
environmental science.

For further information, please contact:

QRSciences Holdings Limited

Tel: +61(0) 8 9358-5011
Email: inffo@qrsholdings.com.au
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Appendix 4C
Quarterly report for cntities
admitted on the basis of commitments

ASX LODGEMENT COVER PAGE

Company: QRSCIENCES HOLDINGS LIMITED
Code: QRS

HOMEX: Perth

Document Date: 30/7/04

Document Ref (QRS Holdings Reference): 167
Release Time: Immediate

Subject Line: Appendix 4C — Quarterly Report

+ See chapter 19 for defined terms.
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Appendix 4C
Quarterly report for entities
admitted on the basis of commitments

Rule 4.78

Appendix 4C

Quarterly report
for entities admitted
on the basis of commitments

latroduced 3 17372000, Amended 30:9/2001

Name of entity

(QRSciences Holdings Limited

ABN

Quarter ended (“current quarter™)

27 009 259 8§76 0 June 2004
Consolidated statement of cash flows
Curent quarter Year to date (12months)
Cash flows related to operating activities SAG00 SA’000
1.1 Reeeipts from customers - 91
1.2 Payments for (a) staffcosts (893) (2,482)
(b) advertising and marketing - -
{c) rescarch and development 450y (1,530
(d) leased asscts - R
(¢) other working capital (404) (1,510)
13 Dividends recetved - -
1.4 Intesest and other items of a similar nature received
25 50
1.5 Interest and other costs of finance paid - 2
1.6 Income taxes pad - -
1.7 Other (provide details if material ) - -
Net operating cash flows (1,722) (5,383)

+ See chapler 19 for defined terms.

Appendix 4C Page 2

30/972001
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Appendix 4C

Quarterly report for entities

admitted on the basis of commitments

Cunrent guarter Year o date {1 2months)
SA’000 SA'000
1.8 Net operating cash flows (carried forward) 1,722) (5,383)
Cash flows related to investing activities
1.y Payment for acquisition of:
(a} businesses (item S) - -
(b) equity investments - -
() Intellectal property
{d} Physical noncurrent | - -
assets
(¢} other non-current (34) 07
assets
1.10 Proceeds from disposal of:
(a) businesses (item 5) - -
(b) equity investmients - -
(¢} intellectual property
{d) physical noncurrent | - -
assets
{e} other non-current - -
assets
111 Loans to other entitics - -
1.12 Loans repaid by other entitics - -
113 Other (provide details if materiaf) - -
Net investing cash flows (34) (107
1.14 ‘Total operating and investing cash flows (1,756) (5,490}
Cash flows related to financing activities
1.15 Proceeds from issues of shares, options, ete. - 7,774
1.16 Proceeds from sale of forfeited shares - -
117 Proceeds from borrowings - (3,800)
1.18 Repayment of bomowings - -
1.19 Dividends paid - -
1.20 Other (provide details if matenal) - -
- 974
Net financing cash flows 397
Net increase (decrease) in cash held -1,756 -1516
1.21 Cash at beginning of quarter/year to date 4462 4222
1.22 other adjustments
; 2
1.23 Cash at end of quarter 2,706 2,706
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Appendix 4C
Quarterly report for entities
admitted on the basis of commitments

Payments to directors of the entity and associates of the directors

Payments to related entities of the entity and associates of the related entities

Current quarter
SA'000
1.24 Aggregate amourt of payments to the parties included in ifem 1.2 Nit
1.25 Agaregate amount of loans to the parties included in tem 1.11 Nit
1.26 Explanafion necessary for an understanding cf the transactions
Nomn-cash financing and investing activities
2.1 Details of financing and investing transactions which have had a material effect on consolidated asscts and
liabilitics but did not involve cash flows
22 Details of outlays made by other entities to establish or increasc their share i busimesses in which the reporting

cntity has an utterest

Financing facilities available
Add notes as necessary for an understanding of the pusition. (Sev AASE 1026 paragraph 12.2).

Amount availabic Amount used
SAO00 $A 000

3.1 Loan facilities . -

3.2 Credit standby arrangements : -
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Appendix 4C
Quarterly report for entities

admitted on the basis of commitments

Reconciliation of cash

Reconciiiation of cash at the end of the quarter {as shown in | Current quarter Previous quarter
the consolidated statement of cash flows) w the related items | $A'000 $A000
in the accounts is as follows.
4.1 Cash on hand and at bank 2,766 4462
42 Deposits at call
43 Bank overdraft.
44 Other (rovide details) ) )
Total: cash at end of quarter (item 1.22) 2706 4,462

Acquisitions and disposals of business entities

Acquisitions
(ftem 1.9(a))

Disposals
ffiem 1.10a))

Name of entity

Place of incorporation or
rcgistration

Consideration for
acquisition or disposal

Total nzt assets

Nature of business

Compliance statement

1 This statement has been prepared under accounting policies which comply with accounting
standards as defined in the Corporations Act {except to the extent that information is not required
because of note 2) or other standards acceptable to ASX.

2 This statement does give a true and fair view of the matters disclosed.

Sign here: Date:  30/07/04

(Conmpany Secretary)

Print name: Rob Orr
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Quarterly report for entities
admitted on the basis of commitments

Notes

L The quarterly report provides a basis for informing the market how the entity’s activities have
been financed for the past quarter and the effect on its cash position. An entity wanting to
disclose additional information is encouraged to do so, in a note or notes attached to this report.

2. The definitions in, and provisions of, A4SB 1026: Statement of Cash Flows apply to this
report except for the paragraphs of the Standard set out below.

. 6.2 - reconciliation of cash flows arising from operating activities to
operating profit or loss
. 9.2 - itemised disclosure relating to acquisitions
. 94 - iternised disclosure relating to disposals
. 12.1(a) - policy for classification of cash items
. 12.3 - disclosure of restrictions on use of cash
. 13.1 - comparative information
3. Accounting Standards. ASX will accept, for example, the use of International Accounting

Standards for foreign entities. If the standards used do not address a topic, the Australian
standard on that topic (if any) must be complied with.

+ See chapter 19 for defined temms.
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= Sciences

Holdings Limited

LA

Ms Christine Panetta
Senior Companies Advisor
Australian Stock Exchange
Level §

Exchange Plaza

2 The Esplanade

PERT WA 6000

16 July 2004
Dear Christine

Re: QRScigences Holdings Limited (the “Company”) Price and Volume
query

Thank you for your letter of today's date.
1 respond to the questions raised in your letter as follows.

1. Is the Company aware of any informatian concerning it that has not been
onnounced which, if known could be an explanation for recent trading in the
securities of the Company.

In answering this question please comment on the following statement made on
page 40 of the West Australian, “Word has it that QRScience: is ready to do a
deal with US aircraft maker McDonnell-Douglas”

No.

As is evident from the Company's previous announcements, tie Company is
contiguing its drive to full commercialisation of its products and expansion of its
operations into the West Coast of the United States. Past of this process involves
the Company, in its ordinary course of business, continuing ¢ identify and
develop strategic relationships with potential commercial partners in the global
aviation security market,

While this process remains ongoing, the Company wishes to confirm that the
article published on page 40 of the West Australian newspaper's business section
under the heading "Rumour of the Day" stating that "QRSclences is ready to do a
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deal with US aircraft maker McDonnell-Douglas" is both unfounded and
incorrect.

The Company will continue to keep the market fully informed of any material
developments in the commercialisation of its products and it; expaasion of its
operations into the West Coast of the United States.

2. If the answer to question 1 is yes, can an announcement be made immediately? If
not, why not and when is it expected that an announcement will be made?
Please note, if the answer to question 1 is yes and an annourcement cannot be
made immediately, you need to contact us to discuss this and you need to consider
e trading halt(see below).
N/A

3. Isthere any other explanation that the Company may have fer the price change
and the increase in volume in the securities of the Company ¢

No, other than the answer to 1 above, the Company is not aware of any reasons
for the price change and increase in volume in its securities.

4. Please confirm that the Company is in compliance with the listing rules and, in
particular, listing rule 3,1.

We confirm that the Company is in compliance with the List ng rules, and in
particular, listing rule 3.1,

Yours Sincerely

fhobo Darg

Rob Onr
Company Secretary
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A S X Austrafian Stock Exchange Uimited

x Leve 8
- Exchange Plaza
{ 1 . 2 The Esplanads

Perth WA 6000
GPO Box D187
Mr Rob Qrr
Perth WA 6340
Company Secretary
QRSciences Holdings le.ltcd l;:lepha{wee g; ([g:)) :52514 gg;g
CSIMi
g?ﬁfg’jﬁ;jﬁgﬂ Plaza Imternet hitpy/Awvww.esx.cam.eu

PERTH WA 6000

By facsirnile: (08) 9265 0021

Dear Sir

QRSciences Holdings Limited (the “Company”)

RE: PRICE AND VOLUME QUERY

We have noted a change in the price of the Company’s securities from $0.15 on 15 July 2004
to $0.20 today, We have also noted an increase in the volume of trading in the securides over
this period.

In light of the price change and increase in volume, please respond to each of the following
questions.

1.

Is the Company aware of any information concerning it that has not been announced
which, if known, could be an explanation for recent trading in the securides of the
Company?

In answering this question please comment on the following statement made on page

40 of today’s West Australian, “Word has it that QRSciences is ready to do a deal with

US aircraft maker McDonnell-Douglas®,

If the answer to question 1 is yes, can an announcement be made immediately? If not,
why not and when is it expected that an announcement will be made?

Please note, if the answer to question 1 is yes and an announcement cannot be made
immediately, you need to contact us to discuss this and you need to consider a wading
halt (see below).

Is there any other explanation that the Company may have for the price change and
increase in volume in the securities of the Company?

$:\Perth Companies\PER-Code P-R\Qra\ars2004.07, 16g-cp.doc ' Page 1 of 3
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4, Please confirm that the Company is in compliance with the listing rules and, in
partcular, listing rule 3.1.

Your response should be sent to me on facsimile number (08) 9221 2020, It should not be sent
to the Company Announcements Office.

Unless the information is required immediately under listing rule 3.1, 2 response is requested as
soon as possible and, in any event, not later than rhe close of business (ie before 5.00 pm
W.S.T.) today, 16 July 2004.

The response must be in a form suitable for release 1o the marker. If you have any concern
abour release of a response, please contact me immediarely.

Listing rule 3.1

Listing rule 3.1 requires an entity ro give ASX immediately any information concerning it that a
reasonable person would expect to have a material effect on the price or value of the entity’s
securiries, The exceprions to this requirement are set out in the rule.

In responding to this letter you should consule listing rule 3.1 and the guidance note dtled
“Continuous disclosure: listing rule 3,17,

If the information requested by this letter is information required to be given to ASX under
listing rule 3.1 your obligation is to disclose the information immediarely.

Your responsibility under listing rule 3.1 is not confined to, or necessarily sarisfied by,
answering the questions set out in this letter.

Trading halt

If you are unable to respond by the time requested, or if the answer ro question 1 is yes and an
anpouncement cannot be made immediately, yon should consider a request for a wading halt in
the Company’s securities. As set out in listing rule 17,1 and the guidance note tided “Trading
halts® we may grant a trading halt ar your request. We may require the request to be in
writing. We are not required to act on your request. You must tell us each of the following.

“The reasons for the trading halr,

How long you want the trading halt to last.

The event you expect to happen that will end the trading halt.

That you are not aware of any reasan why the trading halt should not be granted.

Any other information necessary o inform the market about the trading halt, or that
we ask for.

The trading halt cannot extend past the cornmencement of normal trading on the second day
after the day cn which it is granted. If a trading halt is requested and granted and you ars still
unable to reply to this letter before the commencement of trading, suspension from quotation
would normally be imposed by us from the commencement of trading if not previously
requested by you. The same applies if you have requested a wading halt because you are unable
to release information to the market, and are still unable to do so before the cormmencement of
trading.

$:\Perth Companies\PER-Code P-R\Qre\qrs2004.07. 16a-cp.doe Page 2 of 3
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- If you have any queries regarding any of the above, please let me know.

Yours faithfully

Christine Panerta
Senior Companies Advisor

Direct Line: (08) 9224 0014

$:\Perth Companies\PER-Code P-R\Qrs\qrs2004.07.16a-¢p.doe Page 3 af 3
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Sciences

Holdings Umited

ASX LODGEMENT COVER PAGE

Company: QRSciences Holdings Limited

Code: QRS

HOMEX: Perth

Document Date: 7/07/04

Document Ref : 165

Release Time: Immediate

Subject: QRSciences Holdings extends loan to QRSciences Limited




Sciences

Holdings Limited

7 July 2004

QRSciences Holdings Limited extension of Loan Facility
to QR Sciences Limited

QRSciences Holdings Limited advises that it has extended its secured loan facility to its 61%
owned subsidiary QRSciences Limited by a forther A$1 million The date for the repayment of
the facility has also been extended by 6 months. The terms of the facility otherwise remain the

same as previously announced.
About QRSciences Limited

QRSciences Limited of Perth, Western Australia is a technology developer and OEM
supplier of systems, sub-systems, components and software for the security marketplace.
The company is a world leader in Quadrupole Resonance (QR) applications, a next
generation technology that uses radio frequency spectroscopy techniques to identify and
detect materials. QR s closely related to Magnetic Resonance Imaging (MRI1) which is
widely employed in industry and the medical profession. Applications for the technology
include explosive and narcotic detection, pharmaceutical quality control and assurance,
lab instrumentation and environmental science.

For further information, please contact:
QRSciences Holdings Limited

Tel: 08 9358 5011

Email: info@gqrsholdings.com.

Visit: www.grsciences.com
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Appendix 37
Final Director’s Interest Notice

Sciences

Holdings mited

ASX LODGEMENT COVER PAGE

Company: QRSciences Holdings Limited
Code: QRS

HOMEX: Perth

Document Date: 22/06/04

Document Ref : 164

Release Time: Immediate

Subject: Final Director’s Interest Notice

-+ See chapter 19 for defined terms.
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Appendix 37
Final Director’s Interest Notice

Rule 3.194.3

Appendix 3Z

Final Director’s Interest Notice

Information or docwnents not available now must be given 1o ASX as soon as availuble.  Information and
documents given to ASX become ASX's property and may he made public.

fntroduced 30:972001

[Name of entity QRSCIENCES HOLDINGS LIMITED

IABN 27 009 259 876

We (the entity) give ASX the following information under listing rule 3.19A.3 and as agent for the dirvctor for the
purposcs of section 205G of the Corporations Act.

Name of director Timothy Hanley Koster
Date of last notice 21 August 2002
Date that director ceased to be director 21 June 2004

Part | — Director’s relevant interests in securities of which the director is the registered holder
In the case of ¢ wrust, this includes interesis in the trust made available by the responsibie entity of the rest

Nate! 1n the case of @ company. interests which come within paragraph (1) of the definition of “actifinble interest of a director™ should be
disclosed in thispart.

Number & class of securities

100,000 Options exercise price 20 cents expiry date 12 January 2005
100,000 Options exercise price 40 cents expiry date 12 January 2006

+ Sce chapter 19 for defined terms.

Appendix 3Z Page 2 114372002
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Appendix 3Z
Final Director’s Interest Notice

Part 2 — Director’s relevant interests in securities of which the director is not the registered holder

Note: ins the cose of 2 campany. interests which come withia paragraph (i1) af the definition of “natifiable interest of s director” should be

disclosed in this part.

In the case of o trusy, this includes interests in the wrust made availoble by the responsible eniity of the rust
A 7 A

Name of bolder & nature of interest Number & class of securities
Nate: Provide details of the ciccumstances giving rise
to tha relovani interest

Pari 3 — Director’s interests in contracts

Detail of contract N/A
Nature of interest N/A
Name of registered holder N/A

(if issued securities)

No. and class of securities to | N/A
which interest relates

-+ See chapter 19 for defined terms.
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Appendix 3Z
Final Director’s Interest Notice

Sciences

Holdings Limited

ASX LODGEMENT COVER PAGE

Company: QRSciences Holdings Limited
Code: QRS

HOMEX: Perth

Document Date: 22/06/04

Document Ref : 163

Release Time: Immediate

Subject: Final Director’s Interest Notice

+ See chapter 19 for definad terms.
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Appendix 3Z
Final Director’s Interest Notice

Rule 3.194.3

Appendix 3Z

Final Director’s Interest Notice

Information or documents not available now must be given to ASX as soon ay availuble.  Infornation and
documents given to ASX become ASX's property and may be made public.

tateoduced 30792001,

Name of entity QRSCIENCES HOLDINGS LIMITED

ABN 27 009 259 876

We (the entity) give ASX the following information under listing rule 3.19A.3 and as agent for the director for the
purposes of section 203G of the Corporations Act.

Name of director Gregory John Devine
Date of last notice 21 August 2002
Date that director ceased to be director 21 June 2004

Part 1 — Director’s relevant interests in securities of which the director is the registered holder
In the case of a wust, this includes interests in the trust made available by the responsible entity of the irust

Note: In the case of a company, interests which come within paragraph (i} of the definition of “rotifiable taterest of a director™ should be
disclosed in this part

Number & class of securities

100,000 Options exercise price 20 cents expiry date 12 January 2005
500,000 Options exercise price 40 cents expiry date 12 January 2006
500,000 Options exercise price 60 cents expiry date 12 January 2006
500,000 Options exercise price $1.00 expiry date 12 January 2006

+ See chapter 19 for defined terms.

Appendix 37 Page 2 11372002
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Appendix 37

Final Director’s Interest Notice

Part 2 - Director’s relevant interests in securities of which the director is not the registered holder

Note: in the case of & company, interests which come withis paragraph (113 of the definition of “natifiable interest of & dicecior”™ thould be

disclosed in this par

In the case of a 1rust, this includes interests in the rust made available by the responsible entity of the trust

Name of holder & nature of interest
Noto: Provide detalls of the circumstances giving rise
to the relecand interest

Associate  and
Interest

holding company

Numnber & class of securities

415,000 Fully paid Ordinary Shares.

62,500 Options exercise price 20 cents expiry date

12 January 2005

Pari 3 — Director’s interests in contracts

which interest relates

Detail of contract N/A
Nature of interest N/A
Name of registered holder N/A
(if issued securities)

No. and class of securities to | N/A

+ See chapter 19 for definad terms.

11/372002

Appendix 3Z Page 3
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Sciences

Hoidings Limited

ASX LODGEMENT COVER PAGE

Company: QRSciences Holdings Limited

Code: QRS

HOMEX: Perth

Document Date: 21/06/04

Document Ref : 162

Release Time: Immediate

Subject: QRSciences restructures for US expansion

QRSciences Holdings Limited
{ABN 27 009 259 874)
PO Box 75388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9358 5011 Fax: +41 8 9358 5022 e-Mail: info@qrsholdings.com
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Sciences

Haoidings Limitex

21 June 2004

QRSciences restructures for U.S. expansion

QRSciences, a world leader in the development of Quadrupole Resonance (QR) based
advanced explosive detection systems, today announces that in the drive towards full
scale commercialisation of its OEM product range, the company is to expand
operations to the West Coast of the United States. “Our business model is built to
generate revenue from four areas including licensing, manufacturing, provision of
outsourced consulting services and funded R&D grants from both the public and
private sector. Our expansion into the U.S. will act as a driver on all four of these
fronts.” said QRSciences CEO, Mr. Kevin Russeth.

The move is highly significant as it will allow QRSciences to better service the needs
of its expanding Homeland Security OEM client base located within North America.
Over the next several months the company expect to employ a number of additional
U.S. and Perth based technical and product support staff in addition to continued
restructuring of its senior management team to better align the operational
requirements of the company with the later stages of the commercialisation process.

“This drive toward commercialisation of our unique product range together with our
expansion plans inevitably means that our personnel requirements have changed,”
says Kevin Russeth, Chief Executive Officer. “As part of our restructuring, we have
hired five new employees in Perth and will be hiring additional staff in the U.S. and
Australia over the next several months to help sustain our current growth,” added Mr.
Russeth

QRSciences Holdings Limited
{ABN 27 009 259 874)

PO Box 75388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9358 5011 Fax: +61 8 9358 5022 e-Mail: info@qrsholdings.com

359




Sciences

Hoidings Limited

In light of the ongoing restructuring and their commitments to other business interests
Mr. Greg Devine and Mr. Tim Koster, Directors of QRSciences holding company
QRSciences Holdings Limited, have stepped down from the Board. “The change in
Board is timely from the Company’s perspective as it will make room for additional
strategic appointments that we hope to make in the coming months to assist with the
expansion into the United States. Both Mr Devine and Mr Koster served the company
well during the company's research and development phase and to its current

standing, that is, a commercial enterprise in its own right. The Board and staff would
like to thank Greg and Tim for their service and wish them well in their future
endeavours,” added Mr. Russeth,

About QRSciences Limited

QRSciences Limited of Perth, Western Australia is a technology developer and OEM
supplier of systems, sub-systems, components and software for the security
marketplace. The company is a world leader in Quadrupole Resonance (QR)
applications, a next generation technology that uses radio frequency spectroscopy
techniques to identify and detect materials. QR is closely related to Magnetic
Resonance Imaging (MRI) which is widely employed in industry and the medical
profession. Applications for the technology include explosive and narcotic detection,
pharmaceutical quality control and assurance, lab instrumentation and environmental
science.

QRSciences Holdings owns 61% of QRSciences Limited.

For further information, please contact:

QRSciences Holdings Limited
Tel: 08 9358 5011

Email: info@gqrsholdings.com.
Visit: www.grsciences.com

QRSciences Holdings Limited
{ABN 27 009 259 874)
PO Box 75388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9358 5011 Fax: +61 8 9358 5022  e-Mail: info@qrsholdings.com
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ASX LODGEMENT COVER PAGE

Company: QRSciences Holdings Limited

Code: QRS _

HOMEX: Perth

Document Date: 06/05/04

Document Ref : 161

Release Time: Immediate

Subject: QRSciences enter info collaboration with U.K. based
technology pioneers

QRSciences Holdings Limited
(ABN 27 009 259 876
PO Box 25388 Perth WA 6831 AUSTRALIA
Tel +61 8 9358 5011 Fax: +61 89358 5022  e-Mail: info@grsholdings.com




Sciences

Holdings Limited

5 May 2004

ORSciences enter into collaboration with
U.K. based technology pioneers

QRSciences announced today that it has entered into a formal consulting agreement
with one of the early pioneers and developers of Quadrupole Resonance "QR".

Professor John Smith's NQR Consultancy through Kings College London have been
practicing QR techniques for the better part of 30 years and were responsible for
groundbreaking discoveries and the creation of core intellectual property in the field.
The King's team led by Professor Smith co-authored and developed all of the patents
licensed to QRSciences through BTG Intemational Limited (BGC:LSX).

Professor Smith is Emeritus Professor at King's College London, where he is Director
of the Quadrupole Resonance (QR) Group.

The King's group is one of the world's leading research laboratories studying the
application of QR in explosives and narcotics detection, and works in close
collaboration with the Analytical Chemistry and X-ray crystallography groups and the
Mechatronics division of Mechanical Engineering. King's College London is

the second oldest college of the University of London and holds a leading position in
UK higher education including a world-wide reputation for research and teaching.

"It 1s a privilege and honour for QRSciences to have the ability to work with Prof
Smith and the other pre-eminent scientists on his team in the field of QR. The groups'
understanding of Nuclear Magnetic Resonance "NMR", Magnetic Resonance
Imaging "MRI", Polarisation-Enhanced NQR "PE-NQR" and QR techniques along
with their grasp of the intellectual property landscape, is second to none and will be
tremendously helpful to QRSciences,” commented Kevin Russeth, Chief Executive
QRSciences Limited.

"The opportunity to work with such a creative and talented group will allow us to
continue to broaden our research with a focus on enhancing existing QR applications
in addition to uncovering and developing new ones,” he added.

QRSciences Holdings Limited
(ABN 27 009 259 876)
PO Box 25388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9358 5011 Fax: +61 8 358 5022 e-Mail: info@qgrsholdings.com
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Professor Smith is the co-author of over 200 papers and reviews in the scientific
literature and joint holder of 15 patents. Recent publications include the QR detection
of explosives in vehicles and a study of the structure and QR spectrum of the narcotic
heroin hydrochloride. He was a founder of the International Symposia on QR
interactions, an advisor for the GEC-Marconi QR trials at Heathrow airport and has
acted as a consultant for the European Commission, the International Atomic Energy
Agency, and the Defence Science and Technology Laboratory (DSTL) at Fort
Halstead. He is presently director of a NATO research project devoted to the detection
of abandoned landmines, a DSTL-funded research programme on the QR studies of
explosives and another funded by Merck Sharp and Dohme and AstraZeneca on QR
in pharmaceuticals.

"We are delighted to have the opportunity of working closely with QR Sciences, a
world-class company in QR technology and the only one so far that has focused on
the commercialisation of the technique to the point where it is now a credible and
effective alternative to the prohibitively expensive explosive detection methods
hitherto available," commented Professor John Smith. "QRSciences has built up a
strong team of world class scientists and engineers and it will be a pleasure for us to
collaborate with them to develop and exploit this new and important technology," he
added.

The consulting arrangement will focus on combining the strengths of the two top
advanced QR research teams in the world, Kings College and QRSciences, bringing
both groups innovative ideas together to continue commercial development and to
expand the range of applications for QR including increasing detection capability and
increasing the range of substances covered.

For further informatioen, please contact:
QRSciences Holdings Limited

Tel: 08 9358 5011

Email: info@qrsholdings.com.

Visit: www.grsciences.com

QRSciences Holdings Limited
{ABN 27 009 259 874)
PO Box 25388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9358 5011 Fax: +61 8 9358 5022  e-Mail: info@arsholdings.com
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Appendix 4C
Quarterly report for entities
admitted on the basis of commitments

ASX LODGEMENT COVER PAGE

Company: QRSCIENCES HOLDINGS LIMITED
Code: QRS

HOMEX: Perth

Document Date: 30/4/04

Document Ref (QRS Heldings Reference): 160
Release Time: Immediate

Subject Line: Appendix 4C — Quarterly Report

+ See chapter 19 for defined terms.
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Rule 4.718

Appendix 4C

Quarterly report
for entities admitted
on the basis of commitments

Inteoduced 3473/2000. Amended 30:9:2001

Name of entity

QRSciences Holdings Limited

ABN

27 009 259 876

Consolidated statement of cash flows

Quarter ended (“current quarter’™)

31 March 2004

Curent quarter Year to date (9months)
Cash flows related to operating activities $A'000 SA’G00
1.1 Receipts from customers ] 9N
1.2 Payments for (a) staffcosts (382) (1,589)
(b) advertising and marketing - -
(¢} rescarch and developnient (349) (1,080}
(d) lcased assets - -
(¢) other working capital (374) {(1.106)
1.3 Dividends received - _
14 Interest and other itens of a similar nature received
25 25
1.5 Interest and other costs of finance paid - 2)
1.6 Income faxes paid - -
1.7 Other (provide details if material) - -
Net operating cash flows (1,272) {3,661)
+ See chapter 19 for defined terms.
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Appendix 4C
Quarterly report for entities

admitted on the basis of commitments

Current quarter Year w date (9months)
SA’000 SA’000
1.8 Net operating cash flows (carried forward) (1,272) (3,661)
Cash flows related to investing activities
1.9 Payment for acquisition of:
{2) businesses (item 5) - -
(b) equity investments - -
{e} Intellectual property
{d} Physical non-current | - -
ASKCLS
{e} other non-current 47) (73)
assets
110 Proceeds from disposal of:
(a) busincsses (item 5) - -
{b) equity investments - .
(¢} intellectual property
{d) physical non-current | - -
assets
(e) other non-current - -
asscts
1.1 Loans to other entities - -
112 Loans iepaid by other entities - -
113 Other {provide details if matenaf) - -
Net investing cash flows {47} (€R)]
1.14 ‘Total operating and investing cash flows (1,319) (3,734)
Cash flows related to financing activities
1.15 Proceeds from issues of shares, options, ete. 4877 7,774
1.16 Proceeds from sale of forfeited shares - -
1.17 Proceeds fiom borrowings (2,176} (3,800)
LI8 Repaymient of bonowings - -
1.19 Dividends paid - -
1.20 Other (provide details it material) - -
7 $
Net financing cash flows 2701 3974
Net increase (decrease) in cash held 1,382 240
1.21 Cash at beginning of quarter/year to date 3,080 4,222
122 other adjustments
>
1.23 Cash at end of quarter 4462 4,462
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Payments to directors of the entity and associates of the directors

Payments to related entities of the entity and associates of the related entities

Current quarter
$A'000
1.24 Aggregate amount of payments to the parties included in ifem 1.2 Nil
1.25 Aggregate amount of loans o the parties included in item 1.1 Nil
1.26 Explanation necessary for an understanding of the transactions
Non-cash financing and investing activities
2.1 Details of finncing and investing transactions which have had a material effcet on consolidated assets and
liabilitics but did not involve cash flows
22 Details of outlays made by other entities to establish or increase their share i businesses in which the reporting

cntity has an interest

Financing facilities available

Add noses as necessary for an understanding of the position. (See AASB 1026 paragraph 12.2).

3.1 Loan facilities

32 Credit standby arrangements

Amount available

Amount used
SATO00

SA'000

+ See chapter 19 for defined terms.
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Appendix 4C
Quarterly report for cntities

admitted on the basis of commitments

Reconciliation of cash

Reconciliation of cash at the end of the quarter (as shown in | Current quarter Previous quarter
the consolidated statement of cash flows) to the related ftems | $A'000 $A°000
in the accounts is as follows.
4.] Cash on hand and at bank 4,462 3,080
42 Deposiis at call ) _
43 Bank overdraft
44 Other (provide details) ) )
Total: cash at end of quarter (item 1.22) 4.462 3.080

Acquisitions and disposals of business entities

Acquisitions
(frem 1.9(w))

Disposals
thiem 1.10fa))

5.1 Name of entity

5.2 Place of incorporation or
registration

5.3 Consideration for
acquisition or disposal

54 Total net assets

5.5 Nature of business

Compliance statement

I This statement has been prepared under accounting policies which comply with accounting
standards as defined in the Corporations Act {except to the extent that information is not required
because of note 2) or other standards acceptable to ASX.

2 This statement does give a true and fair view of the matters disclosed.

Sign here: Date:  30/04/04

{Company Secretary)

Print name: Rob Orr
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Notes

1. The quarterly report provides a basis for informing the market how the entity’s activities have
been financed for the past quarter and the effect on its cash position. An entity wanting to
disclose additional information is encouraged to do so, in a note or notes attached to this report.

2. The definitions in, and provisions of, AASB 1026 Statement of Cash Flows apply to this
report except for the paragraphs of the Standard set out below.

. 6.2 - reconciliation of cash flows arising from operating activiiies to
operating profit or loss
. 9.2 - iternised disclosure relating to acquisitions
. 94 - iternised disclosure relating to disposals
. 12.1(a) - policy for classification of cash items
. 123 - disclosure of restrictions on usc of cash
. 13.1 - comparative information
3. Accounting Standards. ASX will accept, for example, the use of International Accounting

Standards for foreign entities. If the standards used do not address a topic, the Australian
standard on that topic (if any) must be complied with.

+ See chapter 19 for defined terms.
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Appendix 3X
Initia} Director’s Interest Notice

Sciences

HMuoldings Dhenited

ASX LODGEMENT COVER PAGE

Company: QRSciences Holdings Limited
Code: QRS

HOMEX: Perth

Document Date: 15/04/04

Document Ref : 159

Release Time: Immediate

Subject: initial Director’s Interest Notice

+ See chapter 19 for defined terms.
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Appendix 3X
Initial Director’s Interest Notice

Rule 3.194.7

Appendix 3X

Initial Director’s Interest Notice

Information or documents not available now must be given to ASX as soon as avaifoble.  Information and
docunents given to ASX become ASX's properi: and may be made public.

trtroduced 30/0/2008.

Name of entity QRSCIENCES HOLDINGS LIMITED

ABN 27 009 259 876

We (the entity) give ASX the following information under listing rule 3.19A.]1 and as agent
for the director for the purposes of section 205G of the Corporations Act.

Name of Director Gary Bruce Pennefather

Date of appointment 8 April 2004

Part 1 - Director’s relevant interests in securities of which the director is the
registered holder
In the case of a wust, (his includes interests in the trust made availoble by the responsible entity of the tust

Note: [ the case of a company. interests which come within parngraph (i) of the definition of “notifiable interest of a director™ should be
disclosed in this part.

Number & class of securities

+ Sec chapter 19 for defined terms.
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Appendix 3X

Initial Director’s Interest Notice

Part 2 — Director’s relevant interests in securities of which the director is not the

registered holder

In the cose of a trust, this includes interesis in the irust made available by the responsible entiny of the trust

Name of holder & nature of
interest

Note: Provide details of the circumstances giving rise
to ths refevant nterest.

Family Trust interest

Number & class of Securities

18,000 Options exercise price 20 cents expiry date

12 January 2005

Part 3 — Director’s interests in contracts

Note: in the case of 2 company, interests which comne within parageaph (ii} of the definition of “rotiftable interest of a director™ shonld be

disclosed in this part.

Detail of contract

Nature of interest

Name of registered holder
(if issued securities)

No. and class of securities to
which interest relates

-+ See chapter 19 for defined terms.
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Appendix 3Z
Final Director’s Interest Notice

Sciences

Heldings Lhmited

ASX LODGEMENT COVER PAGE

Company: QRSciences Holdings Limited
Code: QRS

HOMEX: Perth

Document Date: 15/04/04

Document Ref : 158

Release Time: Immediate

Subject: Final Director's Interest Notice

+ See chapter 19 for defined terms.
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Appendix 3Z
Final Director’s Interest Notice

Rule 3.194.3

Appendix 3Z

Final Director’s Interest Notice

Information or documents not availeble now must be given o ASX as soon as availuble.  Information and
documents givern to ASX become ASX's property and may be mude public.

ntroduced 30:47°2001.

Name of entity QRSCIENCES HOLDINGS LIMITED

IABN 27 009 259 876

We (the entity) give ASX the following information under listing rule 3.19A.3 and as agent for the
dircetor for the purposes of seetion 205G of the Corporations Act.

Name of director William Robert Ohr
Date of last notice 4 February 2003
Date that director ceased to be director 8 Apnl 2004

Part 1 — Director’s relevant interests in securities of which the director is the registered holder
In the case of a wust, this includes interests in the rust made avoilable by the responsible entity of the trust

Note: inthe case of 2 company, interests which come within parngraph (3} of the definition of “notifiable interest of a director™ should be
disctosed in this past.

Number & class of securities

500,000 Options exercise price 20 cents expiry date 12 January 2005
1,250,000 Options exercise price 40 cents expiry date 12 January 2006
1,250,000 Options exercise price 60 cents expiry date 12 January 2006
1,250,000 Options exercise price $1.00 expiry date 12 January 2006

-+ See chaprer 19 for defined terms.
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Appendix 3Z
Final Director’s Interest Notice

Part 2 — Director’s relevant interests in securities of which the director is not the registered holder

Nate: in the case of a company. interests which come within paragraph (i) of the definition of “notifiable interest of s director” should be
disclosed in this part.

In the case uf a 1rusi, this includes intevests in the wrust made available by the responsible entiry of the trust

Name of holder & nature of interest Number & class of securities
Note: Provide details of the circumstances giving rise
1o the relovant tterest

Associate and holding company
interest

350,000 Fully paid Ordinary Shares.
100,000 Options cxercise price 20 cents expiry
date 12 January 2005

Pari 3 — Director’s interests in contracts

Detail of contract N/A
Nature of interest N/A
Name of registered holder N/A

(if issued securities)

No. and class of securities to | N/A
which interest relates
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Company: QRSciences Holdings Limited
Code: QRS

HOMEX: Perth

Document Date: 15/04/04

Document Ref : 157

Release Time: Immediate

Subject: Change of Directors interest
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Appendix 3Y
Change of Director’s Interest Notice

Rule 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

Information or documents not avaifuble now must be given o 45X as soon as availuble.  Information and

documents given to ASX become ASX's property and may be made public.

Tntroduced 30782001,

Name of entity : QRSCIENCES HOLDINGS LIMITED

ABN: 27 009 259 876

We (the entity) give ASX the following information under listing rule 3.19A .2 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of Director

Kevin Lee Russeth

Date of faat notice

3 December 2003

Part 1 - Change of director’s relevant interests in securities
In the case of ¢ vrusy, this includes inferesis in the trust made availuble by the responsible entine of the ryse

Direct or indirect interest

Direct and mdirect

Nature of indirect interest

{including registered hoider)

Note: Provide derails of the circumstances giving rise o the
relevant interest.

Holding Company with relevant interest

Date of change

No. of securities held prior to change

14 April 2004
Indirect- 1,360,465 Fully paid Ordinary
shares.

Direct- 512,000 Fully paid Ordinary shares.
Direct- 1,250,000 Options exercise price 40
cents expiry date 12 January 2006.

Direct- 1,250,000 Options exercise price 60
cents expiry date 12 January 2006.

Direct- 1,250,000 Options exercisc price
$1.00 expiry date 12 January 2006.

Class

Fully paid ordinary
Options to acquire Fully paid Ordinary

+ See chapter 19 for defined terms.
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Number acquired

Direct- 8000 Fully paid Ordinary shares
Indirect- 360,000 Fully paid Ordinary shares.

Number disposed

Value/Consideration
Note: If consideration is non-cash, provide details and
estimated valuation

16.5 and 17 cents per ordinary share

No. of securities held after change

Indirect-1.368,465 Fully paid Ordinary shares.
Direct- 872,000 Fully paid Ordinary shares.
Direct- 1,250,000 Options exercise price 40
cents expiry date 12 January 2006.

Direct- 1,250,000 Options exercise price 60
cents expiry date 12 January 2006.

Direct- 1,250,000 Options exercise price
$£1.00 expiry date 12 January 2006.

Nature of change

Example: on-market trade, off-market trade, exercise of
options, issuc of sccurities under dividend reinvestment plan,
participation in buy-back

On market trade.

Part 2 - Change of director’s interests in contracts

Detail of contract Nil

Nature of interest

Name of registered holder
{if issued securities)

Date of change

+ See chapter 19 for defined terms.
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Appendix 3Y

Change of Director’s Interest Notice

No. and class of securities to
which interest related prior to
change

Note: Details are only required for a contract
in relation to which the inferest has changed

Interest acquired

interest disposed

Value/Consideration

Note: I1" consideration is non-cash, provide
details and an estimated valuation

Interest after change

+ See chapter 19 for defined terms.
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ASX LODGEMENT COVER PAGE

Company: QRSciences Holdings Limited

Code: QRS

HOMEX: Perth

Document Date: 14/04/04

Document Ref : 156

Release Time: Immediate

Subject: QRSciences Strengthen Board for U.S. Push

QRSciences Holdings Limited
(ABN 27 009 259 876}
PO Box 25388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9358 5011 Fax: +41 8 9358 5022 e-Mail: info@grsholdings.com




{Sciences

Holdings Limited

14 April 2004

OQRSciences Strengthen Board for U.S. Push

QRSciences Holdings Limited (QRS:ASX) is pleased to announce the appointment of
Mr Simon Bedford and Mr. Gary Pennefather as directors of the Company.

“Between them, Mr. Bedford and Mr. Pennefather have thirty years experience
developing and transitioning technology companies. The appointments will accelerate
the growth of the Company and fast track our commercial readiness overseas.” said
Chairman and CEO Mr. Kevin Russeth.

Mr. Bedford has worked for QRSciences since early 2004 and has been appointed
as Executive Director and Vice-President, Business Development. His responsibilities
include, US based Technical Customer Support, Government Relations, Technology
Assessment and Business Development.

Mr. Bedford is currently based in San Diego, California.

Mr. Pennefather has also worked for QRSciences since early 2004 and has been
appointed as Executive Director and Vice-President, Commercial Systems Group.
Mr. Pennefather will be responsible for coordinating Program Management and
Project Management between QRSciences and its overseas customers.

Further information on both Mr. Bedford and Mr. Pennefather is set out below.

Mr. Rob Orr has resigned from his position as director and CFO of the Company.
Mr. Orr will remain as Company Secretary.

Mr. Simon Bedford

Before joining QRSciences in 2004, Mr. Bedford worked for seven years in a senior
role at Quantum Magnetics in the U.S.

His focus at Quanturn Magnetics was Quadrupole Resonance and applications related
to baggage screening and landmine detection. [n addition to Quadrupole Resonance
expertise, Mr. Bedford has experience developing and fielding novel personnel

QRSciences Holdings Limited
(ABN 27 009 259 8746
PO Box 25388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9358 5011 Fax: +61 89358 5022  e-Mail: info@qgrsholdings.com
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screening devices for concealed weapons detection and the application of advanced
magnetic resonance technology in industrial process control.

Before Quantum Magnetics, Mr. Bedford worked for 5 years at the Defence
Evaluation and Research Agency (DERA), a branch of the U.K. Ministry of Defence.

Mr. Bedford also has broad experience in X-ray technology for non-destructive
testing systems including diffraction and conventional linescan systems.

Mr. Bedford studied Chemistry and Physical Chemistry at Imperial College of
Science and Technology, University of London.

Mr. Gary Pennefather

Prior to joining QRSciences in 2004, Mr Pennefather worked in engineering roles
with Telstra, QPSX, and Coda Systems and as a Technology Executive with
Atmosphere Networks, Atrove Systems and CRC Broadband Telecommunications
and Networking.

Mr. Pennefather was co-founder of Perth based start-up Atmosphere Networks which
he later assisted in a move to San Jose, California. After establishing Atmosphere
Networks, Mr Pennefather served as Vice President of Engineering, reporting to the
U.S. board and responsible for building and managing a large team of engineers. He
also served as Managing Director of Atmosphere’s Australian subsidiary and was
responsible for managing all staff and operations. Atmosphere Networks was sold in a
trade sale in July 2000 to Ditech Communications (NASDAQ:DITC) for $200
million.

While at the Cooperative Research Centre for Broadband Telecommunications and
Networking he acted as Deputy Director and Special Projects Manager conducting
research and development in areas of networking architectures, access protocols, chip
design, signal processing and digital transmission analysis.

Mr. Pennefather has significant experience with technology companies specifically in
the areas of program and project management, electronic design, and general
operations.

He has a Bachelor of Engineering (Hons.) in Electronics from the University of
Western Australia.

For further information, please contact:
QRSciences Holdings Limited

Tel: 08 9358 5011

Email: info@qrsholdings.com.

Visit: www.grsciences.com

QRSciences Holdings Limited
{ABN 27 009 259 8746}
PO Box 25388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9358 5011 Fax: +41 8 9358 5022  e-Mail: info@grsholdings.com
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Company: QRSciences Holdings Limited

Code: QRS

HOMEX: Perth

Document Date: 31/03/04

Document Ref : 155

Release Time: Immediate

Subject: QRSciences Independent Research Report

QRSciences Holdings Limited
{ABN 27 009 259 874}

PO Box Z5388 Perth WA 4831 AUSTRALIA
Tel: +61 8 9358 5011 Fax: +61 8 9358 5022 e-Mail: info@qgrsholdings.com




Sciences

Holdings Lmited

31 March 2004

QRSCIENCES INDEPENDENT RESEARCH REPORT

The Company is pleased to announce that Aegis Equities Research Pty Limited has
prepared an independent research report on the Company. The report is available on
the Aegis website at www.aer.com gy or by contacting the Company on (08) 9358 5011.

For further information, please contact:
QRSciences Holdings Limited

Tel: 08 9358 5011

Email: info@qrsholdings.com.

Visit: www.grsciences.com

QRSciences Holdings Limiled
{ABN 27 009 259 874)

PO Box 15388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9358 5011 Fax: +61 8 9358 5022 e-Mail: info@grsholdings.com
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Half yearly report

Name of entity
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QRSciences Holdings Limited

ABN or equivalent company reference Half vear ended (*current period’)

{27 009 259 876 | 131 December 2003

For announcement to the market

Extracts from ihis report for announcement 10 the markel. SA'000
Revenues from ordinary activitics Up 8% 1o 79
{Loss) from ordinary activities after tax atributable o Up 45% to (1,058}
members
Net (Loss) for the period attributable to members Up 45% to (1,058)
Dividends Amount per security Franked amount per sccurity
[nterim dividend Nil Nil
Previous comresponding period Nil Nil

*Record date for determining entitlements to the dividend

released to the market:

Refor attached Half Year financial report

[ No dividend has been declared or paid.

Brief explanation of any of the figures reported above and short details of any other ttem(s) of importance not previously

NTA backjng Current period Previous corresponding
Period
Net tangible asset backing per Tordinary socurity 3¢ O¢ k




Control gained over entities having material effect

386

Name of entity (or group of No entities have been acquired during the half year

cntitics)

Consolidated profit (loss) from ordinary activitics and extraordinary items
after tax of the controlled entity (or group of entities) since the date in the
current period on which control was T acquired

Date from whiclh such profit has been calculated

Profit (loss) from ordmary activitics and extraordinary items after tax of the
controlled entity {or group of cnitties) for the whole of the previous
corresponding period

Loss of control of entities having material effect

Name of entity (or group of entitics) | No entities were disposed of during the half year

Consolidated profit (foss) from ordinary activities and extraordinary items
afier tax of the controlled entity (or group of entitics) for the current period
to the date of loss of control

Date to which the profit (Joss) m item 14.2 has been calculated

Consolidated profit (loss) from ordinary activities and extraordinary ftems
afier tax of the convolled entity (or group of entities) while controfied during
the whole of the previous conresponding period

Contribution to consolidated profit (foss) from ordinary activities and
extraprdinary items from sale of interest leading to loss of control

Details of dividends: No dividends have been declared or proposed.

Details of associates and joint venture entities: N/A

Forcign entities: N/A

Details of audit disputes or audit qualifications: N/A

Other significant information: Refer to the attached reviewed Half Year financial report.
Audited accounts: The report is based on the attached Half Year financial

report which has been reviewed.
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QRSCIENCES HOLDINGS LIMITED
ABN 27 009 259 876
AND CONTROLLED ENTITIES

CHAIRMANS REPORT
Dear Shareholder

The last six months has been increasingly productive as we move our investment in QRSciences Limited closer
to commercialisation. :

During the peried the Company changed its name from Clearwater Group Limited to QRSciences Holdings
Limited (Holdings).

QRSciences Investment

The Company’s primary focus is o aciively fund and manage its investment in QRSciences Limited
(*“QRSciences™). QRSciences is a physical sciences research and development company headquartered in
Perth, Western Australia. QRSciences is concentrating on commercialising applications based on a next
generation technology known as Quadrupole Resonance ("QR") or Zero-field NMR. QR uses radio waves to
inspect and identify materials by their unique molecular characteristics and QR signature. QR can detect a
range of explosives, and potentially narcotics, biochemical agents and pharmaceuticais.

QRSciences’ first product, the T3000 prototype, is an explosives screening device which was tested
successfully in April 2002 as an “Advanced Technology Explosive Detection System” by the Transportation
Security Admimstration (TSA), an agency of the U.S Department of Homeland Security.

QRSciences Holdings Limited is building its investment, funding and management QRSciences as it transitions
from a Research & Development Company to a commercial licensing and product development company.

In August 2003 QRSciences HHoldings Limited agreed to increase the existing Secured Loan Facility to
QRSciences by $1.0 m to approximately $4.7 million and extend the repayment date from 31 July 2003 to 31
December 2003. In consideration QRSciences gave QRSciences Holdings Limited a Financiers Right to
Acquire Shares.

During the period 1 July 2003 — 31 December 2003 the Secured Loan Facility with QRSciences Limited

increased by approximately $1,909,000 and approximately $1,500,000 was repaid. As at 31 December 2003
approximately $4,324,000 was outstanding under the Facility.

Acquisition of shares in QRSciences
The Company further increased its shareholding by 3% creep in July 2003.

The Company participated in an entitlements issue in QRSciences Limited lifting its shareholding to 58% on 31
December 2003 The Company holds the investment in its controlled entity at cost 15,948,656 as at 31
December 2003.
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QRSCIENCES HOLDINGS LIMITED
ABN 27 009 259 876
AND CONTROLLED ENTITIES

CHAIRMANS REPORT (contd)
Material Contracts

The last half of 2003 continued to be a busy period on the commercial front for QRSciences generating further
revenues and continuing to develop relationships with the major suppliers of secunity equipment. In November,
2003 the Company entered into a License Agreement with 1-3 Communications of New York (NYSE: LLL),
one of the largest security screeners in the world.

Business Model

QRSciences announced further income in the half year period. Revenue is an important first step as we move
the Company closer to commercial scale royalties and income. Our momentum continues to grow and we will
continue to build on the commercial relationships that we have started over the past twelve months.

QRSciences’ business model is to derive revenue from four areas — licensing, equipment sales, outsourced
consulting and both government and privately sourced R&D funding. We expect further revenue to flow from
all these areas going forward.

QRSciences is focused on key contracts, relationships and development projects that will underpin revenue for
the company as we move into 2004 and the board continues 1o be excited by the long term prospects for the
technology and the business.

I look forward to the challenges in front of us and will keep you informed as we continue to move the
Company towards commercialisation.

WEZS

Kevin Russeth
Chairman
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QRSCIENCES HOLDINGS LIMITED

ABN 27 009 259 876

AND CONTROLLED ENTITIES

DIRECTORS REPORT

The names of Directors in office at any time during or since the end of the year are:

Kevin Lee Russeth (Chairman)
Timothy Hanley Koster
Gregory John Devine
William Robert Orr
Directors have been in office since the start of the financial year to the date of this report unless otherwise
stated.
PRINCIPAL ACTIVITIES
The principal activities of the economic entily is management of QRSciences Limited.
There were no other significant changes in the nature of the economic entity's principal activities during the
period.
OPERATING RESULTS
The consolidated operating loss of the economic entity after eliminating outside interests amounted to
$1,058,185.
SIGNIFICANT CHANGES IN STATE OF AFFAIRS
The following significant changes in the state of affairs of the parent entity occurred during the financial year:

At a General Meeting held 24 September 2003, Clearwater Group Limiled sharcholders approved a change of
name to QRSciences Holdings Limited. The Company’s ASX code changed to “QRS™.

The Company has continued to fund its investment in QRSciences via a secured loan. In August 2003 the
Company agreed to increase the existing Secured Loan Facility by $1.0 million to approximately $4.7 million
and extend the repayment date from 31 July 2003 to 31 December 2003. In consideration the QRSciences
Limited gave QRSciences Holdings Limited a Financiers Right to Acquire Shares.

The Company further increased its sharcholding by 3% creep in July 2003.

The Company participated in an entitlements issue in QRSciences Limited lifting its shareholding to 58% on 31
December 2003 The Company holds the investment in its controlled entity at cost $15,948,656 as at 31
December 2003.

BTG, QRSciences Limited and Holdings compieted negotiations for variations to the BTG License Agreement.
As part of these negotiations BTG acquired Holdings shares as consideration for the variation and received

5.3 million fully paid ordinary shares. This issue was approved at General Meeting held 24 September 2003, It
has been agreed between the Companies that QRSciences Limited was responsible for $750,000 of the $1
million payable to BTG as part of the variation. This amount has been capitalised to the Loan Facility with
Holdings.
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QRSCIENCES HOLDINGS LIMITED
ABN 27 009 259 876
AND CONTROLLED ENTITIES

DIRECTOR’S REPORT

The Company’s subsidiary QRSciences Limited finalised commercial arrangements with L3 Communications
and is involved in ongoing negotiations and discussions with a number of other parties. This brings the total
number of licensing agreements to three. These licensing arrangements and negotiations have the potential to
significantly assist QRSciences Limuted in the commercial development of its technology.

AFTER BALANCE DATE EVENTS

Since the end of the financial year, the Company has:

Continued to fund QRSciences by way of a drawdown loan facility secured by way of a fixed and floating
charge over the intellectual property of QRSciences.

On 19 January 2004 QRSciences Holdings Limited announced that it had acquired a further 3% interest in
QRSciences taking its shareholding to approximately 61%.

QRSciences Holdings Limited held a $2.17 million Convertible Loan Note Facility from a group of
sophisticated investors as at 31 December 2003. This loan has been largely converted into ordinary shares. In
February The Company issued 16,213,141 fully paid ordinary shares to Convertible Loan Note holders on
conversion cf approximately $2.165 million of the facility. The balance of the Loan Note Facility expired on 31
January 2004.

In February 2004, the company completed a capital raising via a placement raising approximately $2.795 million
dollars issuing 19,882,669 fully paid ordinary shares.

QRSciences Holdings Limited has extended the repayment date of the Loan Facility to its subsidiary
QRSciences Limited to 30 June 2004.

Except for the above no other matters or circunstances have arisen since the end of the financial year which
significantly affected or may significantly affect the operations of the economic entity; the results of those
operations; or the state of afTairs of the econoniic entity in future financial years.

FUTURE DEVELOPMENTS

The likely developments in the operations of the economic entity are dealt with in the above note and

Chairman's Report.

Signed in accordance with a resolution of the directors.

WEZS

K L Russeth
DIRECTOR

Dated at Perth this 26th day of February 2004



QRSCIENCES HOLDINGS LIMITED

ABN 27 009 259 876

AND CONTROLLED ENTITIES

STATEMENT OF FINANCIAL PERFORMANCE
FOR THE HALF YEAR ENDED 31 DECEMBER 2003

Revenues from ordinary
activities
Materials and consumables used

Gain relating to acguisition of
additional interest in controlied
entity

Employee benefits expense

Depreciation and amortisation
expense

Loan note facility fee

Rental expenses

Consulting expenses

Travel expense

License Fees

Legal expensas

Insurance Costs

Directors Fees

ASX/ASIC & Bhare Registry Fees
Other expenses from ordinary
activities

Profit (loss) from ordinary

activities before income tax
expense

Income tax axpense relating to
ordinary activities
Profit (loss) from ordinary

activities after related income tax
expense

Profit (loss) from extraordinary
itemn after related income tax
expense/({revenue)

Net profit (loss)

Net profit {loss) attributable to
outside equity interests

Net profit (loss) attributable to
members of tae parent entity

Total changes in equity other
than those resulting from
transactions with owners as
owners

Basic earnings per share (cents
per share)

Diluted earnings per share (cents
per share)

The accompanying notes form part of these financial statements.

Note

5

Economic Entity

31 December 2003

31 December 2002

$ $
79,738 43,661
(53,991) .
709,230 .
(1.011,714) {173,295)
{50.635) {1,756)

- {312,500)
(73.397) (24.448)
(90,505) (65.277)
(81.959) {8,563)

{1,000,000) .
(293.886) (81,812)
(31,425) (1,626)
(77,995) (18,750)
(41,839) (20,031)
(280,224) (67,089)
(2,298,602} (731,501)
(2,298,602) (731,501)
(2,298,602) (731,501)
(1,240,417) -
(1,058,185) (731,501)
{1.058.185) (731,501)
-0.02¢ -0.05¢
-0.02¢ -0.05¢
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CURRENT ASSETS

Cash assets

Receivables

TOTAL CURRENT ASSETS
NON-CURRENT ASSETS
Receivables

Intellectual Property

Other financial assets
Proparty, plant and equipment
Other

TOTAL NON-CURRENT ASSETS
TOTAL ASSETS

CURRENT LIABILITIES
Payables

Interest-bearing liabilities
Provisions

TOTAL CURRENT LIABILITIES
NON-CURRENT LIABILITIES
Cther

TOTAL NON-CURRENT
LIABILITIES

TOTAL LIABILITIES
NET ASSETS

EQUTY

Contributed eguity
Reserves

Retained losses
Parent entity interest
Outside equity interest
TOTAL EQUITY

STATEMENT OF FINANCIAL POSITION

Note

AS AT 31 DECEMBER 2003

Economic Entity
31 December 2003 30 June 2003
$ $
3,080,663 4,221,755
29,197 42,916
3,109,860 4,264,671
29,538,170 29,538,170
527,506 527,526
314,318 338,841
4 4
30,379,898 30,404,521
33,489,858 34,669,192
1,207,921 1.616,648
2,192,885 3,817,850
151,262 188,638
3,552,038 5,621,196
3,552,038 5,621,196
29,837,820 29,047 986
25,072,692 20681477
(5.388,448) (4,330,268}
19,684,244 16,351,209
10,253,576 12,696,787
29,937,820 29,047,996

The accompanying notes form part of these financial statements.
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STATEMENT OF CASH FLOWS
FOR THE HALF YEAR ENDED 31 DECEMBER 2003

Note Economic Entity
31 December 2003 31 December 2002

$ $
Receipts from customers 82,656 -
Payments to suppliers and
empioyess (2.422,983) {553,155)
Interest received 10,801 43,66
Borrowing cests - -
Interest paid (1,556) -
Net cash provided by {used in)
operating activities {2,331,062) (509.494)
CASH FLOWS FROM INVESTING
ACTIVITIES
Payment for investment in
controlled entities - {100,000)
Purchase of property, plant and
equipment (27,365) -
Purchase of investments - (2.299)
Loans to confrolled entities - (1,177,667)
Net cash provided by (used in)
investing activities (27,365) (1.279,986)
CASH FLOWS FROM FINANCING
ACTIVITIES
Proceeds from issue of shares 2,842,330 2,130,267
Repayment of borrowings (1,624,995)
Proceeds from borrowings - 3,125,000
Net cash provided by {used in)
financing aclivities 1,217,335 5,255,267
Net increass in cash held (1,141,092) 3,465,808
Cash at 1 July 2003 4,221,755 418,721
Cash at 31 Dec 2003 6 3,080,683 3,885,529

The accompanying notes form part of these financial statements.
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AND CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 31 DECEMBER 2003

NOTE 1 STATEMENT OF ACCOUNTING POLICIES

The financial report is a general purpose financial report which has been prepared in accordance with
Accounting Standard 1029 “Interim Financial Reporting™, Urgent Issues Group Consensus Views, other
authoritative pronouncements of the Australian Accounting Standards Board and the Corporations Act 2001.

The financial report covers the economic entity of QRSciences Holdings Limited and controlled entities, and
QRSciences Holdings Limited as an individual parent entity. QRSciences Holdings Limited is a listed public
company, incorporated and domiciled in Australia.

The financial report has been prepared on an accruals basis and is based on historical costs and docs not take
into account changing money values or, except where stated, current valuations of non-current assets. Cost is

based on the fair values of the consideration given in exchange for assets

Economic Entity

31 December 31 December
2003 2002
$ 3
NOTE 2 OPERATING REVENUE
Operating Activities:
Interest received 10,801 43,661
Trading income 68,937 -

Other revenue - -

Total Revenue 79,738 43,661




QRSCIENCES HOLDINGS LIMITED
ABN 27 009 259 876
AND CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 31 DECEMBER 2003 (contd.)

Economic Entity

31 December 31 December
2003 2002
b $

NOTE 3 OPERATING PROFIT BEFORE INCOME TAX
(A) Operating Revenue and Expenses

Operating profit has been arrived at after including:

Income

Sales revenue 68.937

Interest received/receivable from

Other entities 10,801 43,661
79,738 43,661

Expenses

Borrowing costs paid/dug and payable to:

— Other persons - -

Depreciation of property, plant and equipment 50,635 1,756

Total amount charged for depreciation,

Amortisation or diminution in value of assets 50,635 1,756

Auditors remuneration 9,993 6,161

Lease rental expenses — operating leases - 31,582
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 31 DECEMBER 2003 {(contd.)

Economic Entity

31 December 31 December
2003 2002

$ 3
NOTE 4 INCOME TAX
At 31 December 2003, the directors estimate that the
potential future income tax benefit in respect of
tax losses net brought 10 account is as follows:
Revenue losses 7.444 610 6,542,260
Capital losses - -
This benefit for tax losses will only be obtained if’
(1) The relevant entity derives future assessable income of a nature and of an amount sufficient to enable

the benefit from the deductions for the losses to be realised;

(1) The relevant entity continues to comply with the conditions for deductibility imposed by tax legislation;
and

(1) No changes in tax legislation adversely affect the relevant entity in realising the benefit from the
deductions for the losses.

The prima facie tax expense on the operating profit before tax differs from the income tax provided in the
accounts due primarily to the tax effect of prior year tax losses not previously brought to account.
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AND CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 31 DECEMBER 2003 (contd.)
Economic Entity

31 December 31 December
2003 2002
S b
NOTE§ EARNINGS PER SHARE
Basic carnings per share -2¢ -5¢
Reconciliation of Weighted Average Numbers of
Ordinary Shares uvsed in the Calculation of Earnings
per Share
Weighted average numbers of ordinary shares used in 112063432 57,385,828
the calculation of the basic earnings per share
Reconciliation of Earnings used in the Calculation of
Earnings per Share
Operating profit/(loss) afier income tax (2.298,602) (731.501)
Adjustment for preference shares — polential
dividends
Eamings used in the Calculation of Basic Earmngs per
Share (2.298,602) (731,501)

Diluted eamnings per share is not materially different from basic carnings per share and is not disclosed.
Conversion, Call, Subscription or Issue after 31 December 2003.

Issues since 31 December 2003:

(2) On 19 February 2004 the Company issued 16,213,141 ordinary shares.

(b) On 20 February 2004 the Company issued 19,882,669 ordinary shares.

There have been no other:

(a) conversions to, calls of, or subscriptions for ordinary shares; or

(b) issues of potential ordinary shares;

since the reporting date and before the completion of these accounts.

14
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AND CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 31 DECEMBER 2003 (contd.)

Economic Entity

31 December 30 June
2003 2003
$ $
NOTE ¢ CASH ASSETS
Cash assets 3,080,663 4221,755
3,080,663 4221,755

NOTE 7 CONTRIBUTED EQUITY
(31 Decemnber 2003: 132,520,726) ordinary shares 24972692 20,581,477
fully paid
(31 December 2003: 46,422,586) options 100,000 100,000

25,072,692 20,681,477
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 31 DECEMBER 2003 (contd.)

NOTE 7 CONTRIBUTED EQUITY (contd)

Moveme nts During The Period:

Ordinary [ssued and Paid Up Share Capital

Opening balance at the beginning of the reporting

period

Issue of 4,690,429 fully paid ordinary shares
On 18 July 2002

Issue of 500,000 fuily paid ordinary shares
October 2002

Issue of 4,332,500 fully paid ordinary shares
December 2002

Issue of 10,000,000 fully paid ordinary shares
January 2003

Issue of 51,677,930 fully paid ordinary shares
Janvary 2003

Issue of 6,245,000 fully paid ordinary shares
January and March 2003

Issue of 4,385,000 fully paid ordinary sharcs
As consideration for 3% creep July 2003

Issue of 6,569,413 fully paid ordinary shares
August 2003

Issue of 12,340,454 fully paid ordinary shares
Sept — Nov 2003

Issue of 5,300,000 fully paid ordinary shares
To BTG September 2003
Transaction costs relating to share issues

At reporting date

Economic Entity

31 December 30 June
2003 2003
$ b
20,581.477 5379471
. 1,313,320
- 140,000
- 866,500
- 2,000,000
- 10,342,253
- 1,249,000
548,885 .
1,111,700 -
1,732,995 -
1,000,000 -
(2.365) (709,067)
24,972,692 20,581,477
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AND CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 31 DECEMBER 2003 (contd.)

NOTE 7 CONTRIBUTED EQUITY (contd)
Movements During The Period:

Economic Entity

31 December 30 June
2003 ‘ 2003

: S $
$0.20 Options to Subscribe for Ordinary Shares
Opening balance at the beginning of the reporting
period 21,160,000 exercisable at 20 cents before 12 100,000 100000
January 2003
Issue of 2,450,000 options issued July 2002 - -
exercisable at 20 cents before 12 January 2005
Issue of 600,000 options issued October 2003 - -
exercisable at 20 cents before 12 January 2005
At reporting date 21,760,000 options exercisable at 20 100,000 100,600

cents before 12 January 2005

$0.40 Options to Subscribe for Ordinary Shares

Opening balance at the beginning of the reporting
period 13,942,253 exercisable at 40 cents before 12 - -
January 2006

Issue of 3,600,000 options on July 2002 - -
exercisable at 40 cents before 12 January 2006

Issue of 10,342,253 options on February 2003 - -
exercisable at 40 cents before 12 January 2006

Issue of 4,727,000 options on November 2003 - -
gxercisable at 40 cents before 12 January 2006

At reporting date 18,669,253 options - -
exercisable at 40 cents before 12 January 2006
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AND CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 31 DECEMBER 2003 (contd.)

NOTE 7 CONTRIBUTED EQUITY (contd)
Movements During The Period:

Economic Entity

31 December 30 June
2003 2003
$ s

$0.60 Options to Subscribe for Ordinary Shares

Opening balance at the beginning of the reporting
period 3,000,000 exercisable at 60 cents before 12 - -
January 2006

At reporting date 3,000,000 options exercisable at 60 - -
cents before 12 January 2006

$1.00 Options to Subscribe for Ordinary Shares

Opening balance at the beginning of the reporting
period 3,600,000 exercisable at $1.00 before 12 - -
January 2006

At reporting date 3,600,000 options exercisable at - -
$1.00 before 12 January 2006

NOTE 8 CONTINGENT LIABILITIES
Contingent liabilities of parent entity

On 13 May 2002 the Company entered into a five year employment contract with Mr K Russeth. The contract
provides for payment of a salary of $150,000 per annum plus superannuation plus a car allowance of $20,000.
In the event of termination the Company is required to pay six months salary in lieu of termination.

On | November 2001 the Company entered into a five year employment contract with Mr R Orr. The contract
provides for payment of a salary of $100,000 per annum plus superannuation. In the event of termination the
Company is required to pay six months salary in lieu of termination.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 31 DECEMBER 2003 (contd.)
Contingent liability of controlled entity QRSciences Limited

Keenfern Pty Ltd, a company associated with Olga Sawtell, a former director of QRSciences made a statutory
demand for $55.000 against QRSciences. QRSciences responded to the statutory demand by commencing
proceedings in the Supreme Court of Western Australia against Ms Olga Sawtell, and Keenfern Pty Ltd.
QRSciences is claiming damages against Ms Sawlell for alleged breaches of her duties as a director, breach of
fiduciary duties and duty of care and also for misleading and deceptive conduct. The damages claimed by
QRSciences are yet to be quantified.

Ms Sawtell and Keenfern Pty Ltd have filed a counterclaim in these proceedings in the sumn of approximately
$450,000 in respect of alleged unpaid consulting fees and expenses. QRSciences has been advised by its
lawyers that it has good prospects of setting aside the statutory demand, of prosecuting the action against and
defending the counterclaim made by Ms Sawiell and Keenfern Pty Ltd. QRSciences intends to continue to
defend these actions.

QRSciences terminated a consultancy agreement with Mr. Grayem Forrest. Mr. Forrest is claiming unpaid
expenses and consultancy amounting to approximately $26,000 per month for a period of two years to 26
September 2003. Mr. Forrest has commenced proceedings in the Supreme Court of Western Australia against
the QRScierces. The damages claimed by Mr. Forrest are yet to be quantified. QRSciences intends to
defend the action.

Except for the above no other material contingent liabilities exist at balance date or at the date of completion of
these financial statements.

NOTE 9 EVENTS SUBSEQUENT TO REPORTING DATE

Since the end of the financial year, the Company has:

The Company continued to fund QRSciences by way of a drawdown loan facility secured by way of a fixed
and floating charge over the intellectual property of QRSciences.

On 19 Janvary 2004 QRSciences Holdings Limited announced that it had acquired a further 3% interest in
QRSciences taking its sharcholding to approximately 61%.

QRSciences Holdings Limited held a $2.17 million Convertible Loan Note Facility from a group of '
sophisticated investors as at 31 December 2003. This loan has been largely converted into ordinary shares. In ‘
February The Company issued 16,213,141 fully paid ordinary shares to Convertible Loan Note holders on

conversion cof approximately $2.165 million of the facility. The balance of the Loan Note Facility expiring 31

January 2004.

In February 2004, the company completed a capital raising via a placement raising approximately $2.795 million
issuing 19,882,669 fully paid ordinary shares.

QRSciences Holdings Limited has extended the repayment date of the Loan Facility to its subsidiary
QRSciences Limited to 30 June 2004.

19
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Except for the above no other matters or circumstances have arisen since the end of the financial year which
significantly affected or may significantly affect the operations of the economic entity; the results of those
operations; or the state of affairs of the economic entity in future financial years.

NOTE 10 NON CASH FINANCING AND INVESTMENT ACTIVITIES
There were no other transactions or events during the half year which affected assets and liabilities and did not
result in cash flows.

20




407
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DIRECTORS® DECLARATION

In the opinion of the Directors of QRSciences Holdings Limited:

L the financial statements and notes, as set out on pages 8 to 20:

(a) comply with the Accounting Standards and the Corporations Act 2001; and

(b) give a true and fair view of the financial position as at 31 December 2003 and performance
for the half year ended on that date, of the economic entity.

2. in the directors' opinion, there are reasonable grounds to believe that the Company will be able to pay

its debts as and when they become due and payable.

This declaration is made in accordance with a resolution of the Board of Directors.

Dated this 26th day of February 2004 at Perth, Western Australia.

(faes

K L Russeth
DIRECTOR

21
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QRSCIENCES HOLDINGS LIMITED
ABN 27 009 259 876
AND CONTROLLED ENTITIES

INDEPENDENT REVIEW REPORT TO THE MEMBERS ‘
MOORE STEPHENS BG

CHARTERED ACCOUNTANTS
wwmmmmmwmmm
ABN 75 368 525 284

Level 3, 12 St Giecorges Terrace
Perth , Western Australia 6000
Telephone +61 8 9225 5355
Facsimile +61 8 9225 6181

PO Box Y3019

[zast St Georges Terrace

Perth , Western Australia, 6832

Website www, 11xhg COnLau
Scope

We have reviewed the financial report of QRSciences Holdings Limited and controlled entities comprising the Directors' Declaration,
Statement of Financial Performance, Statement of Financial Posttion, Statement of Cash Flows and notes to and forming part of the
financial statements for the half year ended 31 December 2003.

‘The financial report includes the consolidated financial report of the consolidated entity comprising the Company and the entities it .
controlled at the year's end or from time to time during the financial year. The Company's directors are responsible for the financial

report. We have conducted an independent review of this financial report in order to state whether, on the basis of the procedures

described, anything has come to our attention that would indicate that the financiz) report is not presented fairly in accordance with

Accounting Standard AASB 1029 interim Financial Reporting and other mandatory professional reponting requirements and statutory

requirements, so 48 to present a view which is consistent with our understanding of the consolidated entity's financial position and

performance as represented by the results of its operations and ity cash flows, and in order for the disclosing entity to meet fts

obligations to lodge the financial report with the Australian Securities & Investments Commission.

Our review has been conducted in accordance with Australian Auditing Standards applicable to review engagements. A review is limited
primarily to inquiries of the entity's personnel and analytical procedures applied to the financial data. These procedures do not provide

aff the evidence that would be requirect in an audit, thus the level of assurance provided is less than given in an audit. We have not
performed an audit and, accordingly, we do not express an audit opinion.

Statement

Based on our review, which is not an audit, we have not become aware of any matter that makes us believe that the half year financial
report, as defined in the scope section of this review report, of QRSciences Holdings Limited and controlled entities is not in
accordance with:

{a) the Corporations Act 2001, including:

1)) giving a true and fair view of the consolidated entity's financial position as av 31 December 2003 and of its
performance for the half year ended on that date; and

(i) complying with Accounting Standard AASB 1029 and the Corporations Regulations; and
(b) other mandatory professional reporting requirements.

X
B
) ‘-;4.‘3‘ ol

MOORE STEPHENS BG NEIL PACE
CHARTERED ACCOUNTANTS PARTNER
Dated this 26th day of February 2004 at Perth, Western Australia

22
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Appendix 3B
New issue annpouncement

Sciences

Holdings Lhwited

ASX LODGEMENT COVER PAGE

Company: QRSCIENCES HOLDINGS LIMITED
Code: QRS

HOMEX: Perth

Document Date: 13/02/04

Document Ref : 152

Release Time: Immediate

Title: Appendix 3B new issue

+ See chapter 19 for definad terms.

117372002 Appendix 3B Page |



Appendix 3B
New issue announcement

Rule 2.7, 3.10.3, 3.70.4, 3.10.5

Appendix 3B

New issue announcement,

application for quotation of additional securities

and agreement

Information or docwments not avatlable now must be given 0 ASX as soon as available.  Information and

docwnents given to ASX become ASX's property and may be mude public.

tmroduced 177786, Origin: Appeadix 5. Amended (77798, 1:0:99,172:2000, 30/9/2001, 11/3,2002.

Name of entity

QRSCIENCES HOLDINGS LIMITED

ABN
7009 259 876

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevant sections fattach sheets if there is not enough space).

] FClass of “securities issued or to be
issued

2 Number of ¥securities issued or to be
issued (if known) or maxmm number
which may be issued

3 Principal terms of the *sccuritics (eg, if
options, exercise price and expiry date; if
patly paid “sccuritics, the amount
outstanding and due dates for payment;
if *converdible sccurities, the conversion
price and dates for conversion)

Fully paid ordinary shares

36,095,810 Fully paid ordinary shares

Fully paid ordinary shares

+ See chapter 19 for defined terms.

Appendix 3B Page 2

117372002
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New issue announcement

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

If the additional securities do not rank

cqually, plcase statc:

s the date fiom which they do

o the oxtent to which they participate
for the next dividend, (in the case of
a twust, distribution) or interest
payment

« the extent to which they do not rank
cqually, other than in relation to the
next dividerd, distribution or interest
payment

S Issue price or consideration 11.1 cents, 12.8 cents, 13.0 cents and 14.3 cents
convertible note conversions. 14.3 placement.

6 Purpose of the issue
(If issued as consideration for the | fssue to loan note holder being conversion of
acquisition of asscts, clearly identity | 1oan note for cash payment. Issue pursuant to
thosc assets) placement to raise working capital

7 Dates of entering *securities into | 20 February 2004
uncertificated holdmgs or despatch of

certificates
Number “Class
8 Number and “class of all “sceurities | 155,793,871 Fully paid ordinary
gquoted on ASX (inchuling the shares
sceurities n clause 2 if applicable)
21,760,000 20 cent options 12
January 2005
expiry
15,753,053 40 cent options 12
January 2006
expiry

+ See chapier 19 for defined terms.

114372002 Appendix 3B Page 3
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Number *Class
9 Number and “class of afi *securities | 12,822,665 Fully paid ordinary
not quoted on ASX (including the shares
securities in clause 2 if applicable)
2,909,533 40 cent options 12
January 2006
expiry
3,000,000 60 cent options 12
January 2006
expiry
3,000,000 $1.00 options 12
January 2006
expiry
10 Dividend policy (in the case of a trust, | Not applicable
distribution policy) on the increased
capital (interests)
Part 2 - Bonus issue or pro rata issue
11 [s security holder approval required?
12 fs the issuc remounccable or non-
renounceable?
13 Ratio in which the *securities will be
offered
14 *Class of *securities to which the offer
relates
15 *Record date to determine entitlernents
16 Will boldings on different registers (or
subregisters)  be  agmegated  for
calculating entitlements?
17 Policy for deciding entitlements in
relation to fractions
+ See chapter 19 for defined terms.
Appendix 3B Page 4 117372002
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New issue annpouncement

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

Note: Security holders musi be rald how their
entitiements are ta be deait with,

Cross referenee: tule 7.7.

19 Closing date for receipt of acceptances
or renunclations

+ See chapter 19 for defined terms.

117372002

Appendix 3B Page S
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20

21

22

23

24

25

26

27

28

29

30

31

Names of any underwriters

Ampunt of any underwriting fee or
commission

Names of any brokers to the issuc

Fee or commission payable to the
broker to the issue

Amount of any handling fec payable to
brokers who Jodge acceptances  or
renunciations o behalf of *security
holders

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

Datc entitlement and acceptance form
and prospectus or Product Disclosure
Statement. will be sent to  persons
cntitled

If the entity has issued options, and the
erms  entifle  option  bholders  to
participate on cxcreise, the date on
which notices will be sent to option
holders

Date vghts trading will begin (i
applicable)

Datz nghts wading will end (if
applicable)

How do “security holders sell their
cntitlements in fidl thiough a broker?

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

How do “sccurity holders dispose of
their entitlements  (except by  sale

+ See chapter 19 for defined terms.

Appendix 3B Page 6
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through a broker)? | |

33 *Despatch date

Part 3 - Quotation of securities

You reed onfy complete this section if vou are applying for quotation of securities

34 Type of sceuritics
(tick one)

(3) g Securitics described in Part |

(b) D All other securities

Exsmple: restricted securities at the end af the escrowed period, partly pai¢ securitics that become fully paid. empioyee
incentive share securiiies when restriction ends, securities issued an expiry or conversion of canvertible securiries

Entities that have ticked box 34(a)

Additional securities forming a new class of securities
(I the additional seeurities do not form a res class, go to 43)

Tick to indicate you are providing the information or
documents

35 & If the “securitics are “cquity secusitics, the names of the 20 largest. holders of the additional
*seewrities, and the number and pereentage of additional *securities held by those holders

36 & Ifthe “sceurities are *equity securities, a distribution schedule of the additional *securitics setting
out the number of holders in the catcgonies
1- 1,600
LOOT - 5,000
5,001 - 10,000
10,607 - 100,000
100,001 and over

37 D A copy of any trust deed for the additional *secwritics

(now go to 43)

+ See chapter 19 for defined terms.
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Entities that have ticked box 34(b)

40

41

42

Number of  securiics  for  which
*quotation is seught.

Class of Tsecurities for which guotation
15 sought

Do the “securitics rank cqually in all
respects from the date of allotment with
an existing “class of quoted *sceurities?

[f the additional securitics do not rank

cqually, please state:

e the date from which they do

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

¢ the exient to which they do not rank
equally, other than in relation to the
next dividend, distribution or mterest
payment

Reason for request for quotation now

Example: [n the case ofF restricied seeuritics, end of
resteiction period

(if issucd upon conversion of another
security, clearly identity that other
security)

Number and *class of all *sccuitics
guoted on ASX (including the secuntics
in clause 38)

(now: go to 43}

Number

*Class

+ See chapter 19 for defined terms.
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All entities

Fees

43 Payment method (tick one)

g Cheque attached

[]
[]

Electronic payment made

Note: Payment may be made electronicatly if Appendix 3B is given 1o ASX electronteably at the same time.

Periadic payment as agreed with the hone branch has been armanged

Note: Arrangements ean be made foremployee incemtive schemes that invelve frequent issues of seeurities.

Quotation agreement

1 ~Quotation of our additional *secunties 1s 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 afier their issue will not
require disclosure under section 707(3) or section 1012C(6) of the
Corporations Act.

Noute: An entity may need to obtain approprinte worranties from subseribers for the secorities in order
to be able o give this warranty

Section 724 or section 1016E of the Corporations Act does not apply to any
applications reccived 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 reguired 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 irust, we warrant that no person has the right to return the
*securities to be quoted under section 1019B of the Corporations Act at the
time that we request that the “securities be quoted.

-+ See chapter 19 for defined terms.
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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 documnents 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 i1s relying on the information and
documents. We warrant that they are (will be) true and complete.

Sign here: Date: 13/02/04

{Director/Company secretary)

Print name: ROB O

+ See chapter 19 for defined terms.
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ASX LODGEMENT COVER PAGE

Company: QRSciences Holdings Limited
Code: QRS

HOMEX: Perth

Document Date; 13/02/04

Document Ref : 153

Release Time: Immediate

Subject: QRSciences closes capital raising

QRSciences Holdings Limited
{ABN 27 009 259 874)

PO Box 75388 Perth WA 68371 AUSTRALIA
Tel: +61 8 9358 5011 Fax: +61 8 9358 5022 e-Mail: info@aqrshceldings.com



Sciences

Hoigings Limited

13 February 2004

QRSCIENCES SUCCESSFULLY CLOSES CAPITAL RAISING

QRSciences Holdings Limited (ASX:QRS) announced today that it raised
approximately 5 million dollars via an oversubscribed placement and conversion of its
convertible notes.

The convertible note facility is now fully retired.
The shares were placed with a group of institutions and sophisticated investors.

The Company will use the funds for ongoing working capital requirements.

About QRSciences Limited

QRSciences Limited is based in Perth, Western Australia and specialises in
commercially focused physical sciences R&D. The company is a world leader in
Quadrupole Resonance (QR) applications, a next generation technology that uses
radio frequency spectroscopy techniques to identify and detect molecular structures.

QR 1s closely related to Magnetic Resonance Imaging (MRI) which is widely
employed in industry and the medical profession. Applications for the technology
include explosive and narcotic detection, pharmaceutical quality control and
assurance, lab instrumentation and environmental science applications.

QRSciences Holdings owns 61% of QRSciences Limited.

FFor further information, please contact:

QRSciences Holdings Limited
Tel: 08 9358 5011

Email: info@grsholdings.com.
Visit: www.grsciences.com

QRSciences Holdings Limited
{ABN 27 009 259 874)

PO Box 75388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9358 5011 Fax: +61 8 9358 5022  e-Mail: info@qarsheidings.com
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ASX LODGEMENT COVER PAGE

Company: QRSCIENCES HOLDINGS LIMITED
Code: QRS

HOMEX: Perth

Document Date:30/1/04

Document Ref (QRS Holdings Reference): 151
Release Time: Immediate

Subject Line: Appendix 4C - Quarterly Report

+ See chapter 19 for defined terms.
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Appendix 4C
Quarterly report for entities
admitted on the basis of commitments

Rule 4.7B

Appendix 4C

Quarterly report
for entities admitted
on the basis of commitments

latcoduced 11732000, Amended 30:9:2001

Name of entity

QRSciences Holdings Limited

ABN Quarter ended {“current quarter™)

27 009 259 8§76 B1 December 2003

Consolidated statement of cash flows

Current guarter Yecar to date (bmonths)
Cash flows related to operating activities SA’000 SAT000
1.1 Receipts from customers 83 83
1.2 Payments for (a) staff costs (464) (1,008}
{b) advertising and marketing - -
¢y research and developnyent (348) 731
(d) leased assets - -
(¢} other working capital 319 (732)
1.3 Dividends received - -
1.4 Interest and other itenis of a similar nature received
1.5 Interest and other costs of finance paid ) (n
1.6 Income taxes paid - -
1.7 Other (provide details if material) - -
Net operating cash flows (1,(49) (2,389)

+ See chapter 19 for defined terms.
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Quarterly report for entities
admitted on the basis of commitments

Cumrent quarer Year to date (6months)
$A000 SA’000
1.8 Net operating cash flows (carried forward) (1,049) (2,389)
Cash flows related to investing activities
1.9 Payment for acquisition of:
(a) businesses (item 5} - -
(b) equity investments - -
{€) Intellectual property
(d} Physical non-cumrent | - -
a85CtS
(e) other non-current - (26)
assets
110 Proceeds fiom disposal of:
(@) businesses (item 5} - -
(b) equity investments - -
(c) intellectual property
(d) physical non-current | - -
asscts
{e) other non-current - -
ASKCLS
1.1 Loans to other entities - -
1.12 Loans repaid by other entitics - -
1.13 Other (provide details if material) - -
Net investing cash flows - (26)
1.14 ‘Fotal vperating and investing cash flows (1,049) (2415)
Cash flows related to financing activities
1.15 Proceeds from issucs of shares, options, cte. 38 2,897
1.16 Proceeds from sale of forfeited shares - -
1.17 Proceeds fion: borrewings 474) (1,624)
1.18 Repayment of bormowings - -
1.19 Dividends paid -
1.20 Other {provide details if materiaf) - -
73
Net finuncing cash flows 364 12
Net increase (decrease) in cash held (685} (1,142}
1.21 Cash at beginning of quarter/ycar to date 3,765 4,222
122 other adjustments
1.23 Cash at end of quarter 3,080 3,080

+ See chapter 19 for defined terms.
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Quarterly report for entities
admitted on the basis of commitments

Payments to directors of the entity and associates of the directors

Payments to related entities of the entity and associates of the related entities

Current quarter
$A000
1.24 Aggregate amount of payments to the parties included in item 1.2 Nil
1.25 Aggregate amount of loans to the parties included in item 1.11 Nil
1.26 Explanation necessary for an understanding of the transactions
Non-cash financing and investing activities
21 Dewils of financing and investing transactions which have had a material cffect on onsolidated assets and
labilitics but did not involve cash flows
22 Details of outlays made by other entities to cstablish or increase thetr share i businesses in which the reporting

cntity has an interest

Financing facilities available
Add notes as necessary for an understanding of the position. (See AASB 1026 paragraph {2.2).

Amount available Amount used
EA000 $A000

3.1 Loan facilities - -

32 Credit standby arrangements - -

+ See chapter 19 for defined terms.
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Quarterly report for cntities

admitted on the basis of commitments

Reconciliation of cash

Reconciliation of cash at the end of the quarter (as shown in | Current quarter Previous quarter
the consolidated statement of cash flows) w the refated items | $A'G00 SACG00
in the accounts is as follows,
4.1 Cash on hand and atf bank 3,080 3,765
42 Deposiis at call i i
43 Bank overdraft ]
44 Other (provide details) _ _
Total: cash at end of quarter (item 1.22) 3080 1765

Acquisitions and disposals of business entities

Acquisitions
{item 1.%u))

Disposals
them 1.10())

5.1 Name of entity

52 Place of incorporation or
registration

5.3 Consideration for
acquisiton or disposal

54 Total net assets

5.5 Naturc of business

Compliance statement

1 This sfatement has been prepared under accounting policies which comply with accounting
standards as defined in the Corporations Act {except to the extent that information 18 not required
because of note 2) or other standards acceptable to ASX.

2 This statement does give a true and fair view of the matters  disclosed.

Sign here: Date:  30/01/04

{Company secretary)

Print name: Rob Orr

+ See chapter 19 for defined terms.
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Quarterly report for entities
admitted on the basis of commitments

Notes

1. The quarterly report provides a basis for informing the market how the entity’s activities have
been financed for the past quarter and the effect on its cash position. An entity wanting to
disclose additional information is encouraged to do so, in a note or notes attached to this report.

2. The definitions in, and provisions of, AASB 1026: Statement of Caskh Flows apply to this
report except for the paragraphs of the Standard set out below.

Ll

6.2 - reconciliation of cash flows arising from operating activities to
operating profit or loss

92 - itemnised disclosure relating to acquisitions

9.4 - itemised disclosure relating to disposals

12.1(a) - policy for classification of cash ilems

12.3 - disclosure of restrictions on use of cash

13.1 - comparative information

Accounting Standards. ASX will accept, for example, the use of International Accounting

Standards for foreign entities. If the standards used do not address a topic, the Australian
standard on that topic (if any) must be complied with.

-+ Sec chapter 19 for defined terms.
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ASX LODGEMENT COVER PAGE

Company: QRSciences Holdings Limited
Code: QRS

HOMEX: Perth

Document Date: 21/1/04

Document Ref : 150

Release Time: Immediate

Subject: QRSciences Bolsters U.S. Revenue

QRSciences Holdings Limited
{ABN 27 009 259 874)
PO Box 75388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9245 0020 Fax: +61 8 9265 0021 e-Mail: info@qrsholdings.com



'Sciences

Holdings Limited

21 January 2004

QRSCIENCES BOLSTERS U.S. REVENUE

QRSciences Holdings Linnted (ASX:QRS) today announced that its 61% owned subsidiary,
QRS8ciences Limited (“Company”} has sold two further proiotype QR scanners in North
America and will earn revenue of more than A$ 600,000 in FY04 from the sale and ongoing
consulting services. The equipment was sold to a U.S. based Fortune 500 company
specialising in defence electronics.

The consulting revenue will be generated for the Company through collaborative research and
development projects targeting product enhancement and new applications of the Company’s
technology.

CEO Mr. Kevin Russeth commented that the sale will help fast track product development in
the U.S. and more importantly provide the Company ongoing revenue as we gear up for
commercial release.

“This marks the early stages of a relationship that we have worked on for almost two years
that has enormous potential for the Company.” said Mr. Russeth

About QRSciences Limited

QRSciences Limited is based in Perth, Western Australia and specialises in conunercially
focused physical sciences R&D. The company 15 a world leader in Quadrupole Resonance
{QR) applications, a next generation fechnology that uses radio frequency spectroscopy
techniques to identify and detect molecular structures.

QR is closely related to Magnetic Resonance [maging (MRI) which is widely employed in
industry and the medical profession. Applications for the technology include explosive and
narcotic detection, pharmaceutical quality control and assurance, lab instrumentation and
envirommental science apphcations.

For further information, please contact:
QRSciences Holdings Limited
Tel: 08 9265 0020

Email: info@qrsholdings.com.au
Visit: www.grsciences.com

QRSciences Holdings Limited
(ABN 27 009 259 876)
PO Box 25388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9245 0020 Fax: +41 8 9265 0021 e-Mail: info@qarsholdings.com
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Company: QRSciences Holdings Limited
Code: QRS

HOMEX: Perth

Document Date: 19/1/04

Document Ref : 149

Release Time: Immediate

Subject: Move to 61%

QRSciences Holdings Limited
{ABN 27 009 259 876)
PO Box 25388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9265 0020 Fax: +61 8 9265 0021 e-Mail: info@arsholdings.com




iHSciences

Holdings Limited

19 January 2004

QRSciences Holdings move to 61%
shareholding in subsidiary

QRSciences Holdings Limited {ASX: QRS) today announced it had increased its
shareholding in QR Sciences Ltd from 58% to 61%.

QRSciences Holdings Limited Director Mr. Kevin Russeth said that the Company is
pleased with the progress of the business and looking forward to a busy and
prosperous year in 2004.

“QRSciences Limited is an exciting company and we will continue to build our
shareholding when appropriate and as opportunities arise” he said.

About QRSciences Limited

QRSciences Limited is based in Perth, Western Australia and specialises in
commercially focused physical sciences R&D. The company is a world leader in
Quadrupole Resonance (QR) applications, a next generation technology that uses
radio frequency spectroscopy techniques to identify and detect molecular structures.
QR 15 closely related to Magnetic Resonance Imaging (MR1) which is widely
employed in industry and the medical profession. Applications for the technology
include explosive and narcotic detection, pharmaceutical quality control and
assurance, lab instrumentation and environmental science applications.

For farther information, please contact:

QRSciences Holdings Limited
Tel: 08 9265 0020
Email: infot@qrsholdings.com.au

QRSciences Holdings Limited
{ABN 27 Q0% 259 876)
PO Box 25388 Perth WA 4831 AUSTRALIA
Tel: +61 8 9245 0020 Fax: +61 8 9265 0021 e-Mail: info@grsholdings.com
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Company: QRSciences Holdings Limited
Code: QRS

HOMEX: Perth

Document Date: 13/1/04

Document Ref : 148

Release Time: Immediate

Subject: QRSciences Limited Appoint Director

QRSciences Holdings Limiled
{ABN 27 009 259 874)

PO Box 75388 Perth WA 6831 AUSTRALIA

Tel: +61 8 9265 0020 Fax: +61 8 9265 0021

e-Mail: intfo@gqrsholdings.com
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Sciences

Heddings LUmited

13 January 2004

QRSciences Limited Appoint Director

QRSciences Holdings Limited announces that Mr. Kevin Russeth was appointed to the Board
of Director’s of QRSciences Limited on 7 January 2004.

Mr. Russeth is also CEO of QRSciences Limited.
The Board of Directors of QRSciences Limited remains otherwise unchanged.
For more information about QRSciences Holdings Limited and QRSciences

Limited please visit the respective websites at www.grsholdings.com and
WWW.Qrsciences.com

Yours faithfully,

Rob Orr

Company Secretary
(08)9265-0023
rorr{@arsholdings.com

QRSciences Holdings Limited
{ABN 27 009 259 876)

PO Box 75388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9265 0020 Fax: +61 8 9265 0021 e-Mail: info@grsholdings.com
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Company: QRSciences Holdings Limited
Code: QRS

HOMEX: Perth

Document Date: 29/12/03

Document Ref : 147

Release Time: Immediate

Subject: Release of Escrow

QRSciences Holdings Limited
(ABN 27 Q09 259 874)
PO Box 25388 Perth WA 6831 AUSTRALIA

Tel: +61 8 9245 002C Fax: +61 8 9265 0621

e-Mail: info@qrsholdings.com
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Holdings Limited

29’th December 2003

Company Announcement Office
Australian Stock Exchange Limited
4th Floor, 20 Bridge Street

Sydney NSW

QRSCIENCES HOLDINGS LIMITED
(ASX: QRS)

Dear Sir

In accordance with ASX Listing Rule 3.10A we hereby advise that the following ordinary
shares which were issued on the 17 January 2003 in relation to the acquisition through
takeover offer of shares in QR Sciences Limited will be released from escrow on 17 January
2004,

31,429,212 fully paid ordinary shares.

Should you have any queries with the above, please do not hesiate 1o contact Mr Rob Orr.

Yours Sincerely

Rob Orr

Director/Company Secretary
QRSciences Holdings Lunited
Tel: +61 8 9265 0020

QRSciences Holdings Limited
{ABN 27 009 25% 876)
PO Box 25388 Perth WA 6831 AUSTRALIA
Tel: +461 8 9265 0020 Fox: +61 8 9265 0021 e-Mail: info@grsholdings.com
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JOINT ASX AND MEDIA ANNOUNCEMENT

19 December 2003

QRSciences Holdings ups stake
from 51% to 58%

QRSciences Holdings Limited (ASX:QRS) roday announced that it has
increased its stake in its unlisted subsidiary, QRSciences Limited, from
51 per cent to 58 per cent

QRS increased its shareholding by subscribing to its full entitlement m a
non-renounceable rights issue on the basis of one new share for every
three existing shares held in QRSciences Limited.

QRS Director Mr Kevin Russeth said that QRSciences Limited had made
significant progress in the commercialisation of its Quadrupole
Resonance (QR) scanning technology.

“Over the past fifteen months, QRSciences Limited has achieved
significant milestones,” Mr Russeth said.

“The major development has been the signing of key licensing
agreements with L-3 Communications (NYSE:LLL), Rapiscan
(NASDAQ:0SIS) and Lockbeed Martin (NYSE:LMT), all of whom are
major global suppliers of advanced technology security and screening
equipment.

“Other milestones include the acquisition of a worldwide exclusive
license over the QR intellectual property owned by British Technology
Group (LSX:BGC), the filing of multiple proprietary paients protecting
the Company’s intellectual property and generating a maiden revenue
after several years of R&D.”

Mr Russeth also stated: “A combination of QRSciences Limited
technology and the recently announced licensing agreements have placed
the Company in an excellent position to generate multiple revenge
streams from opportunities that exist in Secumy and Homeland Defence
markets around the world.



-
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“Importantly, the QR technology can immediately be added o
complement existing scanning technologies vtilised in aviation security
and the broader security markets.

“Over two years, QRS has built its shareholding in QRSciences Limited.

. We will continue to take advantage of opportunities to increase our

shareholding and remain committed to funding the business when
necessary,” Mr Russeth said.

About QRSciences Limited

QRSciences Limited is based in Perth, Western Australia and specialises
in commercially focuysed physical sciences R&D. The Company is a
world leader in QR, 2 next generation technology that uses radio waves to
non-invasively identify and detect molecular structures. QR is closely
related to Magnetic Resonance Imaging (“MRI®) which is widely
employed in indusiry and the medical profession. QRSciences Limited
has developed commescial applications using proprietary QR techniques
with the ability to detect a range of explosives that can present difficulties
to currently deployed screening technologies. In addition, the Company
continues to further research QR in the area of narcotic detection,
pharmaceutical quality control and assurance, material and mineral assay
and lab instrumentation.

For more information about QRSciences please contact:
Mr Kevin Russeth on (08) 9351-1200 or email info@gqrsciences.com

Visit the QRSciences Limited website at www.qrsciences.com
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ASX LODGEMENT COVER PAGE

Company: QRSCIENCES HOLDINGS LIMITED
Code: QRS

HOMEX: Perth

Document Date: 03/12/03

Document Ref : 145

Release Time: Immediate

Title: Appendix 3B new issue

-+ See chapter 19 for defined terms.
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Appendix 3B
New issue announcement

Rule 2.7, 3.10.3.3.70.4, 3.10.5

Appendix 3B

New issue announcement,

application for quotation of additional securities

and agreement

Information or documents not available now must be given 10 ASX as soon as availuble.
docwnents given to ASX become ASX's property and may be made public.

Introduced 177746, Origin: Appendix 5. Amended 177:98, ) 0.99, 17372000, 20/9:20601, 11:3/2002.

Name of entity

Information and

RSCIENCES HOLDINGS LIMITED

ABN
D7 009 259 876

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevant sections {attach sheets if there is not enough space).

] *Class of *securities issued or to be
issucd

2 Number of Tsecurities issucd or 1o
be issued (if known) or maximun
number which may be issued

3 Principal tcrms of the ~securities (eg,
if options, exercise price and expiry
date; if pantly paid “sccuritics, the
amount outstanding and duce dates
for  payment; if  “conventible
securitics, the conversion price and
dates for conversion)

Fully paid ordinary shares

298,507 Fully paid ordinary shares

Fully paid ordinary shares

+ Sec chapier 19 for defined terms.

Appendix 33 Page2
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New issue announcement

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

If the additional securitics do not

rank cqually, plcase state:

» the date from which they do

¢ the cextent to which they
participate for the next dividend,
(in the case of a trust
distribution} or interest payment

* the extent to which they do not
rank cqually, other than in
rclation to the next dividend,
distribution or interest payment

5 lIssue price or consideration

6 Purpost of the issuc
(If issucd as consideration for the
acquisition of assets, clearly identify
thosc asscets)

7 Dates of entering *seconities into
uncertificated holdings or
despateh of centificates

3 Number and *class of all *securities
quoted on ASX (inchaling ihe
sccuritics in clause 2 if applicable)

Yes

13.4 cents for fully paid ordinary shares

Issue to loan note holder being conversion of
loan note for cash payment.

10 December 2003

Number

119,698,061 Fully pad ordinary
shares

21,760,000 20 cent opoons 12
January 2005
expiry

15,753,053 40 cent options 12
January 2006
expiry

+ See chapter 19 for defined terms.
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Number “Class
9 Number and *class of all *sceurities | 12,822,665 Fully pad ordinary
not quoted on ASX {including the sharzes
sccurities in clause 2 if applicable)
2.909.533 40 cent options 12
January 2006
expiry
3,000.000 60 cent optons 12
January 2006
eXpIry
3,000,600 8$1.00 options 12
January 2006
expiry
10 Dividend policy (in the case of a | Not applicable
trust, distribution policy) on the
increased capital (interests)
Part 2 - Bonus issue or pro rata issue
11 Is  sccurity  holder  approval
required?
12 Is the issue renounceabke or non-
rensunceable?
13 Rauio in which the “sccuritics will be
offercd
14 “Class of “securities to which the
offer relates
15 “Record  date w0 determine
cntitiements
16 Will holdings on different registers
{or subrcgisters) be aggregated for
calculating entitlements?
17 Policy for deciding entitlements in
relztion to fractions
+ See chapter 19 for defined terms.
Appendix 33 Paged 11/3,2002
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R Names of countries in which the
cntity has “security holders who will
not be sent new issue documents

Note: Security holders mwst be toid how their

entitivments are 1o be dealt with.

Cross reterence: rule 7.7

19 Closing  date  for receipt

acceptances or renunciations

+ See chapter 19 for defined terms.
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20

21

25

20

[ ]
~)

30

n

Namcs of any underwriters

Amount of any underwriting fee or
coOmmission

Names of any brokers 1o the issuc

Fee or commission payable to the
broker to the issue

Amount of any handting fec
pavablc to brokers who lodge
acceptances or renunciations on
behalf of “sccurity holders

If the issuc is contingent on
“sceurity holders” approval, the date
of the mecting

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

If tae 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

Datc rights trading will begin (if
applicable)

Date rights wading will cnd (if
applicable)

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

How do *security holders scll parrof
their entitlements through a broker
and accept for the balance?

How do “security holders disposc
of their entitlements (except by sale

+ Sec chapter 19 for defined terms.

Appendix 3B Page 6

11/3/2002

443



444

Appendix 3B
New issue announcement

through a broker)? [ j

33 *Despatch date

Part 3 - Quotation of securities

You reed only complete this section if vou are applying for quotation of securities

34 Type of sccurities
{rick one)

(a) & Securitics described in Part 1

{b) D Al other secuntics

Example: restricted securitics ot the end of the esesowed period, partly paid sevuritics thal become fully paid. empioyee
incentive shuge securities when restriction ends. securities issued on expiry or conversion of convertible secusiries

Entities that have ticked box 34(a)

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

Tick 10 indicate you are providing the information or

documenss
33 & If the “sccuritics are “cquity securities, the names of the 20 largest holders of the

additional “sccurities, and the number and percemtage of additional “securities held by
those holders

36 & If the “sccurities are “equity securitics, a diswribution schedule of the additional
*securities setting out the number of holders in the categories
1- 1,000
1LOOT - 5,000
5,001 - 10,000
10,001 - 100,000
100,001 and over

37 D A copy of any trust deed for the additional *sccurities

(now go 10 43)

+ See chapter 19 for defined terms.
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Entities that have ticked box 34(b)

38

40

41

42

Number of securitics for  which
“quotation is sought

Class of ‘“sccuritics for which
quotation is sought

Do the *securities rank equally in ail
respects from the date of allotment
with an existing *class of quoted
“sceurities?

If the additional sccurities de not

rank cqually, please state:

¢ 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 w which they do not
rank cqually, other than in
relation to the next dividend,
distribution or interest payment

Reason for request for guotation
now

Exumple: In the case of restrivded securities, end of
resiriction period

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

Number and *class of all *secunitics
quoted on  ASX (inchuding the
sccuritics in clausc 38)

(now go to 43)

Number

*Class

+ Sec chapter 19 for defined terms.
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All entities

Fees

43 Payment method (tick onc)

g Cheque attached

L]
O

Electronic payment made

Nowe: Cavment inay be inude electronicnlly it Appendia 18 is given to ASX elecironicelly at the seme time.

Periodic payment as agreed with the home banch has been arranged

Noie: Arrangements can be made tor employee incentive schemes that involve frequent issues of seeurities,

Quotation agreement

] “Quotation of our additional *secunties 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 “secunities to be quoted complies with the law and is not for
an illegal purpose.

There 18 no reason why those ~securities should not be granted ~quotation.

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

Nute: An entiry may need to obtayn apprupriate warsranDes from subseribers fos the secrities in order
to be able w give this wirranty

Section 724 or section 1016E of the Corporations Act does not apply to any
applicahons received by us in relation to any ‘sccurities to be quoted and
that no-one has any right to retum any ‘securitics b 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 -“secunties 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 nght to retum the
“securities 1o be quoted under section 10198 of the Corporations Act at the
time that we request that the “securities be quoted.

+ See chapter 19 for defined werms.
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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. J{ 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: Date: 03/12/03
(Director/Company secretary)

Print name: ROD O1T e

+ See chapter 19 for defined terms.
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HOMEX: Perth

Document Date: 03/12/03

Document Ref : 144

Release Time: Immediate

Subject: Change of Directors interest
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Appendix 3Y
Change of Director’s Interest Notice

Rule 3.194.2

Appendix 3Y

Change of Director's Interest Notice

Informarion or docwnents not availeble now must be given o ASX as soon ax available.  Informaiion and
dociments given 10 ASX hecome ASX's properny and may be made public.

Tutrodueed 307972001,

IName of entity : QRSCIENCES HOLDINGS LIMITED

ABN: 27 005 259 876

We (the emity) give ASX the following information under listing rule 3.19A.2 and as agent for the
director for the purposes of scction 205G of the Corporations Act.

Name of Director Kevin Lee Russeth

Date of iast notice 1% September 2003

Part 1 - Change of director’s relevant interests in securities

Ini the case of ¢ rust, this includes interesis in the trust mode availoble by the respunsible entit: of the st

Direct or indirect interest Direct and indirect

Nature of indirect interest Holding Company with relevant interest
{including registered holder)

Note: Provide details of the circumstances giving rise to the
refevant interest

Date of change | December 2003
No. of securities held prior to change Indirect- 1250465 Fully pad Ordinary
shares.

Direet- 512,000 Fully paxd Ordmary shares.
Direct- 1,250,000 Options exercise price 40
cents expiry date 12 January 2006.

Darect- 1,250,000 Options exercise price 60
cents expiry date 12 January 2006.

Direct- 1250.000 Options cxercise price
$1.00 expiry date 12 January 2006.

Class Fully paid ordinary
Options to acquire Fullv paid Ordipary

+ See chapter |Y for defined terms.
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Change of Director’s Interest Notice

Number acquired
Indirect- 110,000 Fully paid Ordinary shares.

Number disposed

Value/Consideration
Notz: I consideration 15 non-cash, provide dewils and

: 16.5 cents per ordinary share
estimated valuation

No. of securities held after change Indirect-1,300,465 Fully paid Ordinary shares.
Direct- 512,000 Fully paid Ordinary shares.
Direct- 1,250,000 Options exercise price 40
cents expiry date 12 January 2006.

Direct- 1,250,000 Options exercise price 60
cents expiry date 12 January 2006.

Direct- 1,250,000 Oplions exercise price
$1.00 expiry date 12 January 2006.

Nature of change On market trade.
Example: on-marker trade, df-market trade, exercise of
options, issue of securities under dividend reinvestment plan,
participation in buy -back

Part 2 - Change of director’s interests in contracts

Detail of contract Nil

Nature of interest

Name of registered holder
(if issued securities)

Date of change

+ See chapter 19 for defined terms.
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Change of Director’s Interest Notice

No. and class of securities to
which interest related prior to
change

Note: Derasils are only required for a comract
in relation to which the interest has changed

Interest acquired

Interest disposed

Value/Consideration
Note: It consideration s non-cash, provide
detatls and an estimared valuation

Interest after change

+ See chapter 19 for defined terms.
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Investor Brief

Kevin Russeth, Chief Executive Officer, QRSciences Ltd

QRSciences continues development with agreement with
security screening heavyweight, L-3 Communications

2 December 2003
Investor Brief

QRSciences Holdings Ltd (ASX:QRS) on Tuesday 25 November released to
the ASX an announcement made by its 51%-owned subsidiary QRSciences
Ltd (QRSciences) regarding QRSciences’ new licence agreement with L-3
Communications Security Systems Corporation, a division of L-3
Communications Inc (L-3).

L-3 is a NYSE-listed company that is capitalised at US$4.6 billion. L-3
describes its Security Systems business as providing “non-intrusive,
advanced security-screening applications for customers wortdwide offering
solutions for all levels of baggage and parcel screening”.

QRSciences Chief Executive Officer Kevin Russeth, what is the significance
of this announcement for QRSciences?

Kevin Russeth

This is an important agreement, along with our existing agreements with
Lockheed Martin and Rapiscan, in the development of QRSciences’
operations in aviation and homeland security.

L-3 is the largest manufacturer and supplier of X-ray screening systems
and metal detectors in the world, with more than 18,000 X-ray systems
deployed. Its products are in airports as well as other secure facilities,
such as courthouses and government buildings.

You would have gone past or through L-3 systems without even noticing
them in airports around the world, including at the domestic airport in
Perth, where QRSciences is based.

The licensing agreement that QRSciences and L-3 have signed provides for
the parties to co-develop enhanced detection and screening systems that
will leverage off L-3's existing systems and expertise and QRSciences’
Quadrupole Resonance (QR) technology. We're hopeful that our

technology will be retro-fitted to some of L-3's existing product line and

that it will also be included in new equipment.

© 2003, Kudos Consultants Pty ttd Page 1 of 6
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Investor Brief
As a threshold question, what is QR technology?
Kevin Russeth

Without going into too much technical detail, QR works similarly to MRI
technology in medicine. 1t detects ‘echoes’ that bounce back when you
bathe an object in low intensity radio wave pulses. MRI can detect
‘echoes’ from a brain tumour; QR can detect and differentiate between
‘echoes’ from a range of very specific explosives.

The ‘echo’ is unique for every different quadrupolar molecular structure —
and there are thousands of them. That provides QRSciences with the
potential — down the track — to develop applications for its technology
outside of the explosives detection arena.

Investor Brief

Who are the other developers of QR technology and what, if anything,
differentiates QRSciences?

Kevin Russeth

Our market research suggests that, globally, one other company is
focused on QR — Quantum Magnetics, which is a3 wholly-owned subsidiary
of InVision and is based in San Diego, California.

Both QRSciences and InVision have the same objective, which is to utilise
QR technology to increase the level of safety at airports, government
buildings and other critical infrastructure.

For some time, InVision and QRSciences have had informal and amicable
discussions about the best way to achieve that objective.

Our view is that QRSciences' differentiator is the quality of its proprietary
intellectual property and its worldwide exclusive license over the patents
developed by QR pioneer John Smith at King's College, London.

Investor Brief

L-3 says that it's the world’s largest manufacturer of X-ray scanners and
metal detectors. That leads me to ask three questions.

Firstly, how big is the market overall, in terms -of the number of facilities
using scanning and detection products, the sheer number of units in place
and the revenue those units represent?

Secondly, how many units in how many facilities around the world does L-
3 have in place?

© 2003, Xudos -Consultants Pty Ltd Page 2 of 6
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Thirdly, into how many of those facilities and units will the co-developed
QRSciences/L-3 systems go? Will all existing units bz replaced or only a
proportion?

Kevin Russeth

Our market research indicates that there are upwards of 80,000 screening
machines deployed around the world. The cost of existing equipment
varies from around US$30,000 up to US$1.1 million.

Following 11 September 2001, L-3 alone accounted for over 18,000
deployed systems. Across the industry, organic growth is running at
between 10 and 15 percent a year.

The aim of the licensing agreement is for the co-developed systems to be
deployed across a wide range of L-3's existing customer base and new
installations.

If you consider the L-3 agreement in isolation, if QRSciences’ technology
was deployed in less than half of L-3's systems, the Company would derive
revenue of more than A$100 million.

Investor Brief

What is the impact of the L-3 agreement on QRSciences’ previously
announced “technology licensing and strategic marketing” agreements
with Lockheed Martin and Rapiscan?

Kevin Russeth

With L-3, QRSciences has another significant partner to assist in rolling out
its technology in the homeland security and aviation industries.

QRSciences has attracted high quality customers, two of which collectively
control over half of the world’s screening market and a third that is one of
the world’s largest systems integrators.

Each of those groups has the resources and infrastructure to ensure they
play major roles as the next generation screening equipment comes on
stream.

QRSciences will work with each group in the development of those
products.

Investor Brief

You said that you and L-3 will co-develop these detecting and screening
systems. I take that as a short way of saying that you will piggyback QR
technology onto existing equipment and thereby improve the results that
those machines deliver. Is that correct?

© 2003, Kudos Consultants Pty Ltd Page 3 0of 6
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Kevin Russeth
Yes, that's correct.

There are a wide variety of devices and substances that need to be
detected for the purposes of aviation and homeland security. The TSA is
constantly updating and modifying aviation security requirements, which
increases the number of items we need to detect.

1t is fair to say that, today, no one technology can adequately detect all of
the items that need {0 be covered. That's certainly not what QRSciences’
technology represents. But by enhancing our customers’ existing systems
with QRSciences’ technology, you can develop explosive detection and
screening systems that, in the first instance, reliably detect an increased
range of explosives and, in the second instance, substantially reduce false-
positive alarm rates.

The reduction of false alarms is critical. Anyone who's travelled in the US
in the last couple of years can tell you that the desire for increased
security has meant a corresponding increase in time and inconvenience for
passengers. There's a cost aspect to the false alarm problem as well.
Additional screeners need to be in place for the hand searches and the
extra bodies mean more money spent on the security budget. Because
QR is relatively inexpensive, it has the potential to derive cost savings.

It's obviously a balancing act, but we feel that methods that increase the
efficiency and the reliability of screening should be welcomed by the
regulators, the airline industry and the travelling public.

Investor Brief
What is the “TSA™?
Kevin Russeth

The TSA is the Transportation Security Administration, which was created
by the US Government in the aftermath of September 11. The TSA, which
now falls under the purview of the US Department of Homeland Security,
is the agency responsible for protecting transportation systems.

Part of its role is to certify products and services that help protect those
systems. TSA certification is effectively a ‘start ticket’ if you want to play
in the US aviation security market and, effectively, the aviation security
industry worldwide.

Investor Brief

How many of the players in this space have TSA certification for their
products? Who are those other players?

® 2003, Kudos Consultants Pty Ltd Page 4 of 6



456

Kevin Russeth

L-3 and InVision are currently the only companies with fully certified
equipment for checked baggage. Companies such as Rapiscan, Smiths
Heimann, Lockheed and Reveal Imaging are also working toward that
goal.

Presently there is no certification standard for carry-on baggage in the US
or anywhere else in the world. The industry expects that the TSA will
address this issue in the not too distant future.

Investor Brief

What is the timeframe for development of these enhanced scanning
systems? As a sub-question, when will QRSciences derive revenue from
this agreement?

Kevin Russeth

We are currently earning revenue — including from the sale of stand alone
equipment — but more substantial revenue will flow post development.

Coordinating product development teams and navigating the certification
process through the TSA can always slow things down, but we are hopeful
that a fully integrated product will be in the market during the 2004
financial year.

QRSciences will derive its revenue growth from additional product sales,
consulting and Federal and privately-funded research grants.

Investor Brief
Where will the product development take place?
Kevin Russeth

In relation to L-3, we anticipate the development will happen at
QRSciences’ Perth facility and at L-3's manufacturing facility in Boston.
With Lockheed and Rapiscan, it will, again, most likely be in the US and
Perth.

Investor Brief

What are QRSciences’ commitments under the L-3 and other agreements
in terms of funding and staffing?

Kevin Russeth

Broadly, under each of the agreements QRSciences will provide consulting
services at pre-arranged rates, which is a source of immediate revenue for
the Company.

@© 2003, Kudos Consultants Pty Ltd Page 5 of 6
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Investor Brief

A lot of QRSciences’ future appears to be linked with organisations and
developments in the United States. Will QRSciences be moving its
operations to the US to be closer to its partners and its largest market?

Kevin Russeth

Our time and focus right now is being spent on the commercialisation of
the technology.

That said, QRSciences needs a US presence to handle technical customer
support and government relations. The efficiencies gained operating in
the same time zone and hemisphere would be huge. There is also the
important issue of better access to R&D funds, which are more readily
available in the US.

In terms of moving operations, QRSciences’ long-range strategic planning
obviously considers all alternatives. I can confirm that we have no plans
to move our R&D away from Perth and have made no decisions otherwise
regarding the US — except that we need a presence there.

Regardless, we will always act in the manner that best utilises our
shareholders’ money and builds shareholder value.

Investor Brief

vFinaIIy, Kevin, you're a director of QRSciences Holdings. What are that
company’s intentions with respect to the 49% of QRSciences that it
doesn’t own?

Kevin Russeth

QRSciences is a subsidiary of QRSciences Holdings. Over two years,
QRSciences Holdings has been building its position in QRSciences.

QRSciences Holdings will continue to take advantage of opportunities to
increase its hoiding.

-ends-

© 2003, Kudos Consultants Pty Ltd Page 6 of 6
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ASX LODGEMENT COVER PAGE

Company: QRSciences Holdings Limited
Code: QRS

HOMEX: Perth

Document Date:28/1/03

Document Ref : 142
Release Time: immediate

QRSciences Holdings Limited
(ABN 27 009 259 876)

PO Box 75388 Perth WA 4831 AUSTRALIA
Tel: +61 8 9265 0020 Fax: +61 8 9265 0021 e-Mail: info@gqrsholdings.com
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Sciences

Beigings Limited

Australian Stock Exchange
Company Announcement Office
4 Floor, 20 Bridge Street
Sydney NSwW

28 November 2003

QRSCIENCES HOLDINGS LIMITED (ASX: QRS

Dear Sir or Madam

The Board of Directors of QRSciences Holdings Limited ("Company”) is pleased to
announce that the resolution put to the Company's members at the Annual General
Meeting held 27 November 2003 was carried on a show of hands.

In accordance with Section251AA of the Corporations Act 2001, the Company advises
that it received proxy votes representing 5,977,486 shares. These were voted on as set

out below.
Proxy Voting Summary
Resolution For Against Abstain Proxy
Election of Director - Gregory John Devine 4,153,511 0 207,665 1,616,310

Should you have any queries, please contact Mr Rob Orr, Company Secretary, at the
Company's registered office on {(08) 9265 0020.

Rob Orr
Company Secretary

QRSciences Holdings Limited
{ABN 27 009 259 874)

PC Box 15388 Perth WA 6831 AUSTRALIA
Tel: +61 8 9265 0020 Fax: +41 8 9265 0021 e- Mail: info@qrsholdings.com
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Company: QRSciences Holdings Limited

Code: QRS

HOMEX: Pesth

Docwment Date: 25/1V03

Doaament Ref : ¥1

Release Tame: immediate

Subject: QRSciences enters o agreement with L-3 Communications



25 November 2003

QRSciences link with U.S. screening giant 1-3 Communications

QRScicnees Limited (“QRS™) has entered into a licensc agreement with L-2 Communications Security
Systems Corporation, a subsidiary of -3 Communications Inc. (LLL:NYSE). Under the terms of this

agreement QR Sciences will assist with the integration of its innovative Quadrupole Resonance based

explosive detection technelogy into L-3°s existing line of screening products.

L-3 Communications is a worldwide leader in the screening industry and has developed and
commercialized  a broad-range of high-speed, Xaay and computer tomography (CT) based inspection
systems for checked and carry-on baggage, carge and facility sccurity applications.  As pan of this
agreement, QRS and L3 will co<develop explesive detection system enbancements that will increase
the detection capability, functionality and reliability of some L3 explosive detection and screening
systems. Initial planned product enhancements include the capzbility for the reliable detection of an
increased range  of explosives and the reduction of false-positive alarm rates, which continue to

hamper the aviation security industry. Once integrated, the companics plan to pursue TSA approval for

these enhancements.
About QRSciences Limited

QRScicnces Limited is based in Perth, Western Australia and specializes in commercially focused
physical sciences R&D. The company is a world leader in Quadrupole Resonance (“QR™), a next
generation technology that uses radio frequency spectroscopy techniques to non-invasively identify and
deteet molecular structures. QR is closely related to Magnetic Resonance Imaging (*MRI”) which is
widely employed in industry and the medical profession. QRSciences has developed commercial
applications using proprictary QR technigues with the ability to detect a range of explosives that can
present difficulties to currently deployed screening wechnologics. In addition the company continues to
further research QR in the arca of narcotic detection, pharmaceutical quality control and assurance,
material and mincral assay and 1ab instrumentation.

For more information about QRSciences please visit the company s web site at www grseie
contact Mr. K.L. Russeth, CEQ on +61-% 9351-1200

About L-3 Communications

Headquartered in New York City, L-3 Communications is a lcading provider of Intelligence,
Surveillance and Reconnaissance (1SR) systems, secure communications systems. aircraf
modemization, training and gevernment services and is a merchant supplier of a broad array of high
technology products. lts customers include the Department of Defense, Department of Homehnd
Sccurity, selected U.S. Government intelligence agencics and acrospace prime contractors.

To learn more about L-3 Communications, please visit the company's web site at www,L-3Com.com
For additional information on L-3 Communications Sccurity Systems Corporation visit

WWw d\al AV, COM

L-3 Communications Security Systems Corporation provides non-intrusive, advanced security-
screening applications for customer's worldwide offering solutions for all levels of baggage and parcel
screening. The company is the largest supplicr and manufacturer of X -ray screening systems and mctal
detectors in the world. L3 Communications Security Systems Corporations customers include the
Federal Aviation Administration (FAA), Transportation Sceurity Administration {TSA), and various
aviation, Jaw enforcement, maritime and customs agencies.
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ASX LODGEMENT COVER PAGE

Company: QRSCIENCES HOLDINGS LIMITED
Code: QRS

HOMEX: Perth

Document Date: 14/11/03

Document Ref : 140

Release Time: immediate

Title: Appendix 3B

462

-+ See chapter 19 for defined terms.
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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 or documents not available novw must be given 1o ASX as soon as availuble.  Information and
docwments given 1o ASX hecome ASX's property und may be made public.

tntreduced 177766, Origin: Appendix §. Amended § /798, 17099 1772000, 20/0:2001, 117372002

Name of entity

ORSCIENCES HOLDINGS LIMITED

ABN
27 009 259 876

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the refevant sections (attach sheers if there is not enough space).

] *Class of *securities issued o w be
issucd

[ 5]

Number of Fsecurities issued or to be
issued (Of known) or maxmun manber
which may be issucd

3 Principal teems of the *securities (eg, if
options, exercise price and expiry date; if’
partly paid “sccurities, the amount
outstandmg and due dates for payment;
if *convertible securities, the conversion
price and dates for conversion)

Fully paid ordinary shares
Options to acquire fully paid ordinary shares at
40 cents expiry 12 Jan 2006

8,792,453 Fully paid ordinary shares
4,727,000 Options to acquire fully paid ordinary
shares at 40 cents expiry 12 Jan 2006

Fully paid ordinary shares
Options to acquire fully paid ordinarvy shares,
exercise price 40 cents, expiry date 12 Jan 2006

+ See chapter 19 for defined terms.

Appendix 3B Page 2
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w

6

Do the “secunties rank cquafly m afl
respects from the date of allotment with
an existing “class of quoted “securities?

If the additional securities do not rank

equally, pleasc state:

e the date from which they do

e the extent w which they participate
for the next dividend, (in the case of
a trust, distibution) or imercst
payment

o the extent to which they do not rank
tqually, other than in relation w the
next dividend, distribution oy intercst
pavment

Issue price or consideration

Purpose of the issue

( issued as consideration  for the
acquisition of assets, clearly idemtify
those assets)

Dates of entering  *securities  into
uncerificated holdmgs or despatch of
catificates

Numbcer and “class of all “securtics
quoted on  ASX (inchuing the
securities m clause 2 if applicable)

Yes

11.4 cents, 13 cents and 20 cents for fully paid
ordinary shares
2.5 cents for option 1o acquire fully paid shares

Issue 1o loan note holders being conversion of
loan note for cash payment and as consideration
for acquisition of QRSciences share and options
in accordance with recent shareholder meeting

approval

20 November 2003

Number

119,399,554 Fully paid ordinary
shares

21.760,000 20 cent options 12
January 2005
expiry

15,753,053 40 cenl options 12
January 2006
expiry

+ Sec chapter 19 for defined tems.
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Number *Class
9 Number and “class of all *sccuritics | 12,822,665 Fully pad ordinary
not quoted on ASX (inchuding the shares
sceurities in clause 2 if applicable)
2,909.533 40 cent options 12
January 2006
expiry
3,000.000 60 cent optons 12
January 2006
eXpiry
3,000,000 $1.00 opuons 12
January 2006
exXpiry
10 Dividend policy (in the casc of a trust, | Not applicable
dismibution policy) o the increased
capital (interests)
Part 2 - Bonus issue or pro rata issue
1 Is security holder approval required?
12 Is the issuc renounceable or non-
renounceable?
13 Ratio in which the *sceurities will be
oftered
14 “Class of *sceurities 1o which the offer
relates
15 “Record date to detenmine entitlements
16 Wil holdings on different registers (or
subregisters)  be agpregated  for
calculating entitlerments?
17 Policy for deciding entitlements in
relation to fractions
+ Sce chapter 19 for defined terms.
Appendix 3B Page 4 117372002
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18 Names of countries m which the entity
has “security holders who will not be
sent new issue documents

Note: Security holders must be rold how wheir
entitieinents are 1o be deaft with

Cross reference: raje 7.7,

19 Closing date for receipt of acceptances
oF FenURCIAtions

+ See chapter 19 for defined terms,
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20

21

22

25

20

28

29

30

3t

Namgs of any underwniters

Amoumt of any underwritmg fee or
conmnission

Nanes of any brokers to the issuc

Fee or commission pavable 1o the
broker o the issue

Amount of any handimg fee payable 1o
brokers who lodge acceptances  or
remunciations on behalf of “security
holders

If the issuc is contingert on “security
holdcrs’ approval, the date of the
meeting

Datz cntitiement and aceeptance form
and prospectus or Product Disclosure
Statement will be sent to persons
cntitled

If the catity has issuced options, and the
wrms  entitke  option  holders o
panicipate  on exercise, the dae on
which notices will be sent to option
holders

Datz: rights wading will begin (i
applicable)

Date rnights vading will end (if
applicable)

How do “sccurity holders sell their
entitlements in fid] through a broker?

How do “sccurity holders sell parr of
their entitlements trough a broker and
accepn for the balance?

How do “security holders dispose of
ther  entlements  (except by sale

+ See chapter 19 for defined terms.

Appendix 3B Page 6

11372002

467



Appendix 3B
New issue announcement

through a broker)? [ a

3 *Despatch date

Part 3 - Quotation of securities

You reed only complete this section if you are appiving for quoation of securities

M Type of securitics
(tick one)

(a) & Securities described in Part 1

(b} D All other securnities
Eagmple: restricied securities at e ond of the cserowed period, parity paid sccuorities that became fully puid. emplover
incemtive share securities when restriciion ends. securities issued on expiry or conversion of eanvertible secarities

Entities that have ticked box 34(a)

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

Tick 1w indicate you are providing the information or
documents

(78]
n

& If the “sccurities are “equity secuntics, the names of the 20 largest holders of the additional
*securities, and the number and percemtage of additional *securities held by those holders

36 g Ifthe “securities are “equity securities, a distribution schedule of the additional ~securities setting
out the number of holders in the catcgories
1- 1,000
1,001 - 5,000
5,001 - 10,000
10,601 - 100,000
100,00) and over

37 D A copy of any trust deed for the additional *securities

(row go 10 43)
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Entities that have ticked box 34(b)

41

42

Number of  sccuritics  for  which
“qutation i$ sought

Class of “securities for which quotation

)5 sougit

Do the “securities rank cqually in all
respects fiom the date of atfotment with
an existing “class of quoted *scowrities?

If the additional sceuritics do not rank

cqually, plcase state:

¢ the date from which they do

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

e the extent to which they do not rank
equally, other than in relation 1o the
next dividend, distibution or interest
payment

Reason for request for quotation now

Exampie: [ the case of regtricted securitics, end of
restriction period

(if issucd upon conversion of another
sceurity, clearly idemity that other
security)

Number and “class of all “sccuaritics
guoted on ASX (incheding the securities
n clause 38)

(now go to 43)

Number

*(Class

-+ See chaprer 19 for defined tenms.
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All entities

Fees

43 Payment method (tick one)

g Cheque attached

[
L]

Elecuonic payment made

Noie: Payment may be made cleetronically if Appendis 38 is given to ASX elettronically at the same time.

Periodic paymient as agroed with the honx: branch has been arranged

Noie: Arrangements can be medc for emplovee meeative schemesthat invotve fregquent issues of securitics

Quotation agreement

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

2 We warrant the following 10 ASX.

The issue of the “secuntics 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 afier their issue will not
requre disclosure under section 707(3) or section 1012C(6) of the
Corporations Act.

Nute: An entity may need o obtoin approprinte warranties from subseribers for the securities in arder

1 be able w give thiy wirrany

Section 724 or section 1016Y: of the Corporations Act docs not apply 10 any
applications reccived by us in relation to any “sccuritics to be quoted and
that no-one has any right to return any “securitics to be quoted under
sections 737. 738 or 1016F of the Corporations Act at the time that we
request thal 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 ‘secunties be quoted.

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

-+ See chapter 19 for defined terms.
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3 We will indemnify ASX to the fullest extert permitied by law in respect of any claim,
action or expense ansing from or connecled with any breach of the warranties in this
agreement.

4 We give ASX the information and documenis required by this form. I any

information or document not available row, will give it 10 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: Date: 14/11/03
(Dirccror/Company secrelary)

Print name: ROB O,

+ See chapier 19 for defined terms.
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Company: QRSciences Holdings Limited
Code: QRS

HOMEX: Perth

Document Date: 31103

Document Ref : 138

Release Time: immediate
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3 November 2003

Controlied subsidiary of QRSciences Holdings Limited
announces new rights issue

QRSciences Holdings Limited (“Holdings®) has been advised by its controlied
subsidiary QRSciences Limited (“QRSciences”) that QRSciences has resolved o
undertake a new rights issue and capital raising.

Although details are to be advised Holdings understands that the new issue will be
sompleted before Christmas and will seek to raise up to $5 Million.

The current rights issue is to be withdrawn after consultation with the iakeover Pane!
and the provision of undertakings to that effect by QRSciences.

Holdings is fully supportive of QRSciences current management, empioyees and
board of Director's and is pleased with the ongoing development of the QRSciences
business.

Holdings will advise ASX once further details of the rights issue become available.

For further information visit www . arsciences.com or email Kevin Russeth,
Chairman, QRSciences Holdings

at info@qrscienceshoidings.com
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Appendix 4C
Quarterly report for entities
admitted on the basis of commitments

ASX LODGEMENT COVER PAGE

Company: QRSCIENCES HOLDINGS LIMITED
Code: QRS

HOMEX: Perth

Document Date:31/10/03

Document Ref (QRS Holdings Reference): 139
Release Time: Immediate

Subject Line: Appendix 4C - Quarterly Report

+ See chapter 19 for defined terms.
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Ruie 4.78

Appendix 4C

Quarterly report
for entities admitted
on the basis of commitments

Introduced 31732000, Amended 30:9:200)

Name of entity

QRSciences Holdings Limited

ABN Quarter ended (“"current quarter”™)
27 009 259 876 30 September 2003
Consolidated statement of cash flows
Current guarter Year w date (3months)
Cash flows related to operating activities SA000 SATON0
1.1 Receipts from customers -
1.2 Payments for (a) staff costs (343) (543)
(L) advertising and marketing - -
{c) rescarch and development (383) (383)
(d) leased assets - -
{¢) other working capital (413) 413)
13 Dividends recetved - .
14 Interest and other temis of a similar nature received
1.5 Intercst and other costs of finance paid hH "
1.6 Income taxes paid - -
1.7 Other (provide details if material) -
Net operating cash flows (1.340) (1,340

-+ See chapter 19 for defined terms.
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Clurvent quarter Year o date (3months)
SA'UX) SA’000
1¥ Net operating cash flows (carried forward) (1.340) (1.340)
Cash flows related to investing activities
1.9 Payment for acquisition of:
{a) busincsses (item 5) -
{b) cquity investmients -
{e) ImeHecal property
{d} Physical noncurrent | - -
assets
{e} other nor-current (26) (26)
assets
1.10 Proceeds from disposat of:
{a) busincsses (item 5) -
{b) equity investmients - -
{c) imellectual property
{d} physical non—current | - -
assets
(e} other non-current -
asscts
N Loans to other entiies
1.12 Loans iepaid by other entinies -
1.13 Orher (provide details if material)
Net investing cash flows (26} (26)
1.14 Total operating and investing cash flows (1,366) (1,360}
Cash fiows related to financing activities
115 Proceeds from issues of shares, options, ete. 2,039 2,059
1.16 Procewds from sale of forfeited shares - -
1.17 Proceeds from borrowings {1,150} (1,130)
118 Repayment of bonowings - -
1.19 Dividends paid -
1.20 Other (provide details if material) - -
)
Net financing cash flows X 00
Net increase (decrease) in cash held (457) 457)
1.21 Cash at beginning of quarteryear w date 4222 4222
122 other adjustments
1.23 Cash at end of guarter 3,765 3,765

476
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Payments to directors of the entity and associates of the directors

Payments to related entities of the entity and associates of the related entities

Current quarter
SA'000
1.24 Aggregate amount of payments 1o the parfies included in item 1.2 Nil
1.25 Aggregate amount of loans to the parties included in item 1.1 Nil
1.26 Explanation necessary for an understanding of the transactions
Non-cash financing and investing activities
21 Details of financing and investing transactions which have had a matenal effect on consolidated asscts and
Jiabilitics but did not involve cash flows
22 Denails of outlays made by other entities to establish or increase ticir share i busmesses in which the reponing

entity has an interest

Financing facilities available

Add notes as necessary for an understanding of the position. (See AASB 1026 paragraph {2.2).

Amount availablc
SA )

Amount used
$A OO0

31 Loan faciites

32 Credit standby arrangements

+ See chapter 19 for defined terms.
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Quarterly report for entities

admitied on the basis of commitments

Reconciliation of cash

Reconciliation of @sh at the end of the quaner (as shown in | Cumrent quarter Previous quarter
the consolidated statement of cash flows) w the related items | $A'(00 $A000
in the accounts is as follows,
4.1 Cash on hand and at bank 3,765 4,222
42 Deposiis at call
4.3 Bank overdraft
44 (rher (wovide details)
"otal: cash at end of ter (item 122 :
Total: cash at end of quarter (item 122} 3768 427

Acquisitions and disposals of business entities

Acqguisitions
{lem 1.%(w))

Disposals
fltem 1.10a))

51 Namie of entity

52 Place d mecorporation or
registration

5.3 Consideration for
acquisition or disposal

54 Toual net assers

5.5 Nature of busincss

Compliance statement

1 This suatement has been prepared under accounting policies which comply with accounung
standards as defined in the Corporations Act{except to the extent that information 18 not required
because of note 2) or other standards acceptable 1o ASX.,

2 This statement does give a true and fair view of the matiers disclosed.

Sign here: Date:  31/10/03

(Company secretary)

Print name: Rob Orr
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Notes

1. The quarterly report provides a basis for informing the market how the enuity’s activities have
been financed for the past quarter and the effect on its cash position. An entity wanting to
disclose additional information is encouraged to do so, in a note or notes attached to this report.

2. The definitions in, and provisions of, A4S8B 1026 Starement of Cash Flows apply to this
report except for the paragraphs of the Standard set out below.

. 6.2 - reconciliation of cash flows ansing from operating activitics o
operating profit or loss

® 9.2 - itemised disclosure relating to acquisitions

° 94 - ifemised disclosure relating 1o disposals

® 12.1(a) - policy for classification of cash items

° 12.3 - disclosure of restrictions on use of cash

® 13.1 - comparative information

Accounting Standards. ASX will accept, for cxample, the use of Imernational Accounting
Standards for foreign entitics. [f the standards used do not address a topic, the Australian
standard on that topic (if any) must be complied with.

tad

+ See chapter 19 for defined terms.
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DS

ASX LODGEMENT COVER PAGE

Company: QRSCIENCES HOLDINGS LIMITED
Code: QRS

HOMEX: Perth

Document Date: 09/10/03

Document Ref : 137

Release Time: Immediate

Title: Appendix 3B

-+ Sec chapter 19 for defined tenms.
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Appendix 3B
New issue announcement

Rule 2.7, 3.10.3,3.10.4, 3.10.3

Appendix 3B

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

Informazion or documents not available now must be given 1o ASX as soon as avaifuble.  Information and
docwnents given to ASX hecome ASX's properiv and may be made public:.

tntroduced 177756, Origin: Appendix 5. Amended 17770%, §176/90, 1,7:2000, 3092001, 11/3/2002

Name of entity

RSCIENCES HOLDINGS LIMITED

ABN
27 009 259 876

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the rdevent sections fattach sheas if there is not encugh spoce;.

1 "Class of *sccurities issued or w be | Fully paid ordinary shares
issucd Options to acquire fully paid ordinary shares at
20 cents expiry 12 Jan 2005

[}

Number of *securitics issued or 10 be | 1,946,994 Fully paid ordinary shares
iss'u'txl Gf kno»_m) or maxmun number | 600,000 Options to acquire fully paid ordinary
which may be issued shares at 20 cents expiry 12 Jan 2005

3 Principal tevms of the *secuities (eg, if | Fully paid ordinary shares
optons, exercise price and expiry date; if | Options 1o acquire fully payd ordinarv shares,
patly paid “sccurities, the amoumt | oyercise price 20 cents, expiry date 12 Jan 2005
outstanding and due dates for payment;
if *convertible sccurities, the conversion
price and dates for conversion)

+ See chaprer 19 for defined terms.
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4 Do the “securitics rank equally m all | Yes
respects from the dane of allotment with
an existing “Class of quoted " securities?

If the additional sccurities do not rank

equally, pleasc state:

e the date from which they do

* the extent 10 which they parnticipate
for the next dividend, (in the case of
a trust, distribution) or imercst
payment

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

o

Issue price or consideration 16 10 20 cents for fully paid ordinary shares
7 cents for option to acquire fully paid shares

6 Purpose of the issue
(If issued as consideration for the | Issue 10 loan note holders being conversion of
acquisition of assets, clearly identify | 1oan note for cash payment and as
those assets) consideration for services rendered

and legal settlement.

7 Dates of enteing  “*securities into | 13 October 2003
uncertificated holdings or despaich of
certificates
Number Class
8 Number and “class of all “securities | 110,607,101 Fully paid ordinary
quoted on  ASX  (nchdding the shares
seeurities in clause 2 if applicable)
21,760.000 20 cent options 12
January 2005
expiry
11,026,053 40 cent options 12
January 2006
expiry

-+ See chapter 19 for defined terms.
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Number “Class
9 Number and “*elass of afl *securitics | 12.822.663 Fully paid ordinary
not quoted on ASX (incawding the shares
securitics in clause 2 if applicable)
2.909.533 40 cent optons 12
January 2006
CXPIrY
3,000.000 60 cent opuons 12
January 2006
eXpiry
3,000.000 S1.06  opuons 12
January 2006
EXPITY
10 Dividend poicy (in the case of a trust, | Not applicable
distribution policy) on the increased
capital {intcrests)
Part 2- Bonus issue or pro rata issue
1 Is security holder approval required?
12 Is the issue renounceable or non-
renounceable?
13 Ratio in which the “securities will be
offered
14 “Class of “sceurities to which the offer
relates
15 “Record date to determine entitlements
16 Will holdmgs on difterent registers (or
subregisters)  be  aggregmed  for
caleulating entiicments?
17 Policy for deciding entitlements  in
rclation 1o fractions
+ See chapter 19 for defined terms.
Appendix 3B Page 4 11/372002
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New issue announcement

1% Names of counries m which the entity
has “security holders who will not be
sent new issue documents

Noie: Security holders must be told how their
entittements are 1o be deslt with

Cross reference: rule 7.7

19 Closing date for receipt of acceptances
or renunciations

484

*+ See chapter 19 for defined terms.
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20

21

22

25

26

29

30

3

Names of any underwriters

Amout of any underwritimg fee or
commission

Names of any brokers to the issuc

Fee or commission payable to the
broker to the issue

Amount of any handiing fec payable to
brokers who lodge acceptances or
renunciations on  behalf of *security
holders

If the issue is contingent on *security
holders’ approval, the dawe of the
mMCEng

Datz cititlement and aceeptance form
and prospectus or Product Disclosure
Sttement will be sent 10 persons
cntitled

If the entity has issued options, and the
werms  cntitle  option  holders  to
participate  on e¢xercise, the date on
which notices will be sent to option
holders

Dar dghts trading will begin  (if
applicable)

Datt nghts tading will end (f
applicable)

How do “sccurity holders sell their
entitlernents #n fid] through a broker?

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

How do “security holders dispose of
ther entitiements  (except by sale

3
A

-+ See chapter 19 for defined terms.
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thiough a broker)? i |

13 *Despatch date

Part 3 - Quotation of securities

You reed only complete this section if vou are applying for quotation of securities

34 Typc of securitics
(rick one)

{a) & Securities described m Part |

(b) D All other securities

Exompie; restricted securities nt the end ¢l the mserowed period, pestly paid securitics that hecome fuliy paid. employee
incentive share securitics when restricrion ends, securities issued on expiry or conversion of eanvertible securities

Entities that have ticked box 34({a)

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

Tick 1w indicate vou ae providing the information or
documents

L}
wn

& If the “sccuritics are “equity securities, the names of the 20 largest holders of the additional
“seeurfties, and the number and pereemage of additional *sceurities held by those holders

36 g Ifthe “securitics are “equity securities, a distribution schedulke of the additional ~sccurities seting
out the number of hokiers in the categornies
1 - 1,000
1,001 - 5,000
5,001 - 10,000
13,001 - 100,000
10,00} and over

37 D A copy of any trust deed for the additional *secunties

(now go 1o 43)

+ See chapier 19 for defined terms.
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Entities that have ticked box 34(b)

38

40

41

Number  of  securiies  {for  which
“quotation is spuglt

Class of “securitics for which quotation
15 sought

Do the “sccuritics rank cqually in all
respects fiom the date of allotment with
an existing "class of quoted *securities?

If twe additional sceuritics do not rank

cqually, please state:

o the dawe from which they do

¢ the extent to wlich they participate
for the next dividend, (in the casc of
a wtust, distribution) or imterest
payment

* the extent to which they do not rank
cqually, other than in refation 10 the
next dividend, distnbution or imerest
payment

Reason for request for quoiation now

Example: fo the case of restricied securities. end of
resiriction period

{3f issucd upon conversion of another
sceurity, clearly dentify  that other
security)

Number and “class of all “securitics
quoted on ASX (inchiding the securities
m clavse 38)

fnow go to 43)

Number

*Class

+ See chapter 19 for defined terms.
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All entities

Fees

43

Payment method (tick onc)

& Cheque attached

[
[

Elecuonic payment made

Nowe: Fuyment muy be made electronically if Appendix 38 s given 10 ASX clectronivally nt the sane time.

Periodic payment as agreed with the home branch has been arranged

Note: Amangements cen be macde for emplovee meentive schemes that involve frequent issues of securities

Quotation agreement

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

We warrant the following 10 ASX.

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

There is no reason why those “securtties should not be granted -quotation.

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

Nute' An entity may need 1o sbrain approprinte worranties from subseribers for the securities in order

to b able o give this warranty

Section 724 or section 1016E of the Corporations Act does not apply 10 any
applications received by us in relation o any “secunitics to be quoted and
that no-onc 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 confinmation is required under section 1017F of the
Corporations Act in relation to the “securitics 1o 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 retum the
“securities to be quoted under section 1019B of the Comporations Act at the
time that we request that the “securities be quoted.

+ See chapter 19 for defined terms.
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3 We will indemmify ASX to the fullest extent permitted by law in respect of anv 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. 1If any

information or document not available now, will give it to ASX before *quotation of
the -securities begins. We acknowle dge that ASX is relying on the information and
documents. We warrant that they are (will be) true and complete.

Sign here: Date: 05/10/03
(Director/Company secretary)

Print name: ROD O e

+ See chapier 19 for defined terms.
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CammyQBaumHmumd

HOMD( Perth

Document Date: 26/09/03
Document Ref : 135 '
Release Tane: Iimmediate

Subject: Subsidiary announces rights issue




26 September 2003

Controlled subsidiary of QRSciences Holdings Limited
announces rights issue

QRSciences Limited a controlled subsidiary of QRSciences Holdings Limited has
announced a non-renounceable pro rata entitiement issue on the basis of two new
shares for every three existing shares held at the record date at an issue price of 60
sents per new share,

The maximum number of new shares to be allotted and issued pursuant to the Offer
Information Statement is 8,333,000. The fotal number of new shares 10 be allotied
and issued pursuant to this Offer Information Statement will depend upon
sharehoiders participation.

The total amount o be raised pursuant to this Offer Information Statement is up to a
maximum of $4,998,800 before costs associated with the Issue. Funds raised after
expenses of the offer are to be used firstly for working capital {($1m) and then to repay
part of the outstanding secured inter-company receivable between QR Sciences
Limited and QRSciences Holdings Limiled. To the extent the receivable is not repaid,
it will remain secured over the assets of QR Sciences Limited.

QRSciences Holdings Limited welcomes the issue as enabling other shareholders in
QR Sciences Limited to contribute to the continued development of the QR Sciences
business model in proportion to their sharehoiding and to assist in removing the
financial dependency of QR Sciences Limited on-QRSciences Holdings Limited.

The Issue will open for receipt of Applications on 26 September 2003 and will close at
5:00pm (WST) on 17 October 2003. These dates may be varied by the Company in
accordance with the Corporations Act 2001. The New Shares are expected to be
allotted by no later thar 5.00pm (WST) on 27 October 2003.

The issue is not underwritten.

QRSciences Hoidings Limited is fully supportive of the issue. QRSciences Holdings
Limited has not determined to what exient it will participate in the issue. QRSciences
Hotdings Limited will however participate at least to the extent reguired in order to
ensure that its majority controlling interest in QR Sciences Limited is maintained.

QRSciences Holdings Limited will make further announcements in relation to the
issue once its participation has been determined.

QRSciences Holdings Limited sharehoiders are not required {o take anv action.

For further information

Visit: www.arsciences.com
For further information, please contact: Kevin Russeth, Chairman

QRSciences Holdings Limited; email: krusseth@grsciences.com
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ASX LODGEMENT COVER PAGE

Company: CLEARWATER GROUP LIMITED
Code: CLE

HOMEX: Perth

Documemt Date: 24/09/03

Doctument Ref : 134

Release Time: Immediate

Title: Appendix 3B

+ See chapter 19 for defined tenms.

117272002 Appendix 3B Page |




Appendix 3B
New issue announcement

Rule 2.7, 3.710.3,3.10.4, 3.10.5

Appendix 3B

New issue announcement,

application for quotation of additional securities

and agreement

Information or documents ner avatlable now must be given 10 4ASX as soon as avaifuble.  Information and
documents given 10 ASX hecome ASX 's property and wmay be made public.

Introduced t777%0. Origin: Appendix 5. Amcnded 1:72:98, 17999, 17772000, 20:0:20061, §1:3:2002

Name of entity

CLEARWATER GROUP LIMITED

ABN
P? 009 259 876

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevant sections tattach sheets if there is pot enough space).

1 *Class of *securities issued or o be
issued

[ ]

Number of Fsecurities issued or o be
issued (if known) or maxmum number
which may be issued

3 Principal terms of the *securities (eg, it
options, exercise price and exppy date; if
patly paid “seccurities, the amoum
outstanding and due dawes for payment;
if *convertible secwitics, the conversion
price and dates for conversion)

Fully paid ordinary shares

5,300,000 Fully paid ordinary shares

Fully paid ordinary shares

+ See chapter 19 for defined terms.
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4 Do the “sccuritics rank cqually i afl | Yes
respects from the dine of allotment with
an existing “class of quoted “securities?

If the additional securitics do not rank

cqually, plcasc state:

o the date from: which they do

* the extent to which they participate
for the next dividend, (in the case of
a2 trust, distribution) or imerest
payiment

» the extent o which they do not mnk
cqually, other than in relation 1o the
next dividend, distribution or imterest
payment

5 Issue price or consideration 20 cents

6 Purpose of the 1ssue
(if issued as consideration for the{ issye as consideration to BTG International
acguisiion of assets, Clearly identify Limited for variation in ficense
those assets) agreement

7 Dates of entering  “securities into | 29 September 2003
uncertificated holdmgs or despaich of

curtificates
Number *Class
8 Number and  “class of all “securities | 108,660,107 Fully paid ondinary
quoted on  ASX  (inchuding the shares
sccurities m clause 2 1f applicable)
21,160,000 20 cent options 12
January 2005
expiry
11,026,053 40 cent optons 12
January 2006
expiry

+ See chapter 19 for defined terms.
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g

10

Number and *class of all *sccuriues
not quoted on ASX (inchding the
securiiies in clause 2 if applicable)

Dividend policy (in the case of a trust,
distribution policy) on the increased
capital {interests)

Number *Class

12,822,665 Fully paid ordinary
shares

2.909.533 40 cent options 12
January 2006
expiry

3,000,000 60 cent options 12
January 2006
EXpiry

3,000,600 $1.00 optons 12
January 2006
eXpITy

Not applicable

Part 2 - Bonus issue or pro rata issue

1

12

14

16

Is security holder approval reguired?

Is the issue renounceable or non-
renounceable?

Ratio in which the *sccuriiies will be
offcred

“Class of *securities to which the offer
relates

“Record date o determine entitiements

Will holdimgs on different registers (or
subregisters)  be  agpregated  for
calculating entitlements?

Policy for deciding entidements in
relation to fractions

-+ See chapter 19 for defined terms.
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|} Names of coumtries m which the entity
has “security holders who will not be
sent new 1ssue documents

Note: Security holders musi he told how theis
entitiemnents are 10 be dealt with

Cross reference: rule 7 7

19 Closing date for receipt of acceptances
o renunciations

+ See chapter 19 for defined terms.
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20

21

22

24

25

26

28

29

30

3

Names of any underwriters

Amount of any underwnitmg fee or
connssion

Naines of any brokers to the issuc

Fee or commission pavable to the
broker to the issue

Amount of any handling fec payable 10
brokers whe Jodge acceptances o
remmciations on behalf of *security
holders

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

Date cntitlement and aceeptance form
and prospectus or Product Disclosure
Statement wall bc sent 1o persons
cntitled

I the cntity has issued options, and the
terms  cntitic  option  holders  to
panicipate on excrcise, the date on
which notices will be sent to option
holders

Dac oghs tading will begm  (if
applicable)

Dat rights wading will end (if
applicable)

How do “sccurity holders scll their
entitfemnents in fidl tuough a broker?

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

How do “security holders dispose of
thet  entitlements  (except by sale

-+ See chapter 19 for defined terms.
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through a broker)? 1 |

3 *Despatch date

Part 3 - Quotation of securities

You reed only compese this section if you are applving for quotation of securines

4 Type of securitics
(rick one)

(@) & Securities described in Part 1

(b) D All other securities

Examnple: restricied securities at the end of the escrowed period, panly paid securities 1bat beconie fully peid, employce
incemive share secarities when restriction ends. secutities issued on expiry or conversion of convertible secarities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities
(1f the additional securities do not jorm a new class, go 1o 43}

Tick 1 indicate you are providing the information or
documents

10
W

& If the “*securitics are “equity sceuritics, the names of the 20 largest hoiders of the addiional
*seeurities, and the number and percentage of additional *securities held by those holders

36 & Ifthe “seeurities are *equity sccurities, 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 - 10,600
10,001 - 100,000
100,003 and over

37 D A copy of any trust deed for the additional *securities

{now go 10 43)

+ See chapter 19 for defined tenms.
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Entities that have ticked box 34(b)

k2.

39

40

41

Number of  securities  for  which
“quotation is sought

Class of “securities for which quotation

is sought

Do the ~sccumies rank cqually in all
respects from the date of allotment with
an existing ~class of quoted “secunities?

If the additional secuntics do not rank

cqually, please state:

e the date from which they do

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

e the extent to which they do not rank
cqually, other than in relation to the
next dividend, distiibution or miterest
payment

Reason for request for quotation now

Faampie: In the case of restriviend securities, end of
regiriction period

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

Number and *class of all “secaritics
quoted on ASX (nchading the securitics
i clause 38)

fnow go 10 43)

Number

*Class

+ See chapter 19 for defined terms.

Appendix 3B Page R

117372002

551




Appendix 3B
New issue announcement

All entities

Fees

43 Payment method (tick one)

& Cheque attached

]
[

Electronic paynient made

Node: Puyment suay be made elecironically it Appeadis 3B is given to ASX electronicelly 1 the smne time

Periodic payment as agreed with the bome branch has been arranged

Nowg: Arrangemonts can be made for emplovec meentive schemes that involve Freguent issues of securities

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 “secunties 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 afier their issue will not
requirc disclosure under section 707(3) or section 1012C(6) of the
Corporations Act. '

Nute: An entity may need o obtain spproprinte warranties from subscribers for the secorities in order

to e able w give thes warrmny

Section 724 or section 1016E of the Corporations Act does not apply to any
applications received by us in relation to any “sccuntics 10 be quoted and
that no-one has any right to return any *securitics 10 be quoted under
sections 737, 738 or 1016F of the (brporations 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 1in relation to the “secunties 10 be quoted, it has been
provided at the time that we request that the “securities be quoted.

If we are a trusi, we warrant that no person has the right to retum the
*securities to be quoted under section 10198 of the Corporatons Act at the
time that we request that the ~securities be quoted.

+ See chapter 19 for defined terms.
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New issue announcement

3 We will ndemnify ASX to the fullest extent penmnitied 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 ~securitics begins. We acknowledge that ASX is relving on the information and
documents. We warrant that they are (will be) true and complete.

Sign here: Date: 24/05/03
(Director/Company secretary)

Print name: ROB O,

+ See chapter 19 for defined terins.
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ASX LODGEMENT COVER PAGE

Code: CiE

HOMEX: Perth

- Document Date: 24 /09/03
Document Ref : 133
Release Tame: immediate

Subject: Change of Name to QRSciences Holdings Limited




CROUF Limited
24 September 2003

Shareholders Approve Name Change
to QRSciences Holdings Limited (ASX:QRS)

At a General Meeting today, Clearwater Group Limited (ASX:CLE) shareholders
overwhelmingly approved a change of name to QRSciences Holdings Limited (ASX:QRS).

The Company’s ASX code will change 1o “QRS" approximately five business deys from today.

The change in name reflects QRSciences Holdings’ focus on its 51% controlling interest in
QRSciences Limited, a world leader in Quadrupole Resonance (QR)} scanning iechnology.

QR is closely related to Magnetic Resonance Imaging (MRI)}, which is widely employed in
industry and the medical profession.

QRSciences Holdings Chairman Kevin Russeth said that the name change will heip deliver a
clearer corporate structure and allow us to move forward with a listed vehicle to build the
QRSciences brand.

“QRSciences Holdings' primary focus for some time at both a corporate and operational level
has been QRSciences Limited. From here on in it will be our only focus™ Mr Russeth said.

Mr Russeth added that the seven resolutions put before shareholders were all resoundingly
accepted including approval for acquisition of another 3% of QRSciences Limited and a share
issuance to key partner BTG. “Our shareholders believe in the company and ir management
and the 99.9% vote in favour of the resolutions confirms this. The Board thanks all the
shareholiders for their ongoing support” he added.

“QRSciences Limited's business model is to operate as an R&D and IP licensing house.
Licensing income will provide QRSciences Limited with a steady flow of revenue and help
leverage the company into additional product development and R&D,” Mr Russeth said.

About QRSciences Limited

QRSciences Limited is based in Perth, Western Australia and specialises in commercially
focused physical sciences R&D. The company is a world leader in QR applications, a next
generation technology that uses radio frequency spectroscopy technigues to identify and
detect molecular structures. Applications for the technology include explosive and narcotic
detection, protection of secure buildings, pharmaceutical quality control and assurance, lab
instrumentation and environmental science applications.

Visit: www.arsciences.com
For further information, please contact: Kevin Russeth, Chairman
QRSciences Holdings Limited; email: krusseth@qrsciences.com

Issued by Warrick Hazeldine Porter Novelli Tel: 08 9386 1233
Mob: 0417 944 616 whazeldine@wa.porternovelli.com.au
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CLEARWATER

GROUF Limited

Australian Stock Exchange

Company Announcement Office

4" Floor, 20 Bridge Street

Sydney NSW

24 September 2003

CLEARWATER GROUP LIMITED (ASX: C1E)

Dear Sir or Madam

The Board of Directors of Clearwater Group Limited (“Company”) is pleased to
announce that all resolutions put to the Company’s members at the General Meeting

held 24 September 2003 were carried on a show of hands.

In accordance with Section251AA of the Corporations Act 2001, the Company advises

that it received proxy votes representing 40,780,738 shares. These were voted on as

set out below.

Proxy Voting Summary

Resolution . For
1 CLE Change of Name 31,773,948
2 Election of Director- R Orr 31,375,948
3 Previous CLE Share issues 31,268.688
4 CLE Share Issue - General 31,696,168
5 (i) CLE Share & Options Issue - Davstock 31,249,188

(il CLE Share & Options Issue - McNamara & Cheng 31,249,188
6 CLE Share Issue- BTG 31,249,188
7 (i) CLE Share Issue - Loan Note Holders - Various 30,275.743

(i) CLE Share Issue - Loan Note Holders - K Russeth 29,922,788

(i) CLE Share Issue - Loan Note Holders - G Devine 31,224,188

Against

3.000
0
10,500
3.000
0

0

0
3.000
3,000
3.000

Abstain
22.000
3,000
24,000
24,000
54,000
54,000
54,000
1,024,445
1,377,400
76.000

Should you have any queries, please contact Mr Rob Orr, Company Secretary, at the

Company'’s registered office on (08) 89265 0020.

Rob Orr
Company Secretary

Proxy
8,981,790
9,401,790
9,477,550
9,057,550
9,477,550
8,477,550
8,477,550
8,477,550
8,477,550
8,477,550
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GROUP Limited
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Company: CLEARWATERGROUP LIMITED
Code: CLE

HOMEX: Perth

Document Date:18/09/03

Document Ref (Clearwater Reference): 131
Release Time: Immediate

Subject: Change of Directors interest
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Change of Director’s Interest Notice

Rule 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

Information or decuments not available now must be given to ASX as soon as availuble.  Information and
documents given 1o ASX become ASX's propern: und mav be made public.

Introdueed 300972001.

Name of entity : CLEARWATER GROUP LIMITED

ABN: 27 005 259 876

We (the entity) give ASX the following information under listing rule 3.19A.2 and as agemt for the
director for the purposes of section 205G of the Corporations Act.

Name of Director

Kevin Lee Russeth

Date of last notice

8 August 2003

Part 1 - Change of director’s relevant interests in securities

In the case of ¢ 1rust, this includes interesis in the oust made available by the responsible entin: of the rust

Direct or indirect interest

Direct and indirect

Nature of indirect interest
{including registered holder)

Note: Provide details of the circumstances giving rise (o the
relevant imterest

Holding Company with relevant interest

Date of change 12 Sepiember 2003
No. of securities held prior to change Indirect- 1,119465 Fully pad Ordinary

shares.

Direct- 412,000 Fully paid Ordinary shares.
Direct- 1,250,000 Options exercise price 40
cents expiry date 12 January 2006.

Direct- 1,250,000 Options exercise pnce 60
cents expiry date 12 January 2006.

Direct- 1250.000 Options cxercise price
$1.00 expiry date 12 January 2006.

Class

Fully paid ordinary

Options to acquire Fullv paid Ordipary

+ See chapter 19 for defined terms.
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Number acquired
Indirect- 131,000 Fully paid Ordinary sharcs.
Direct- 100.000 Fully paid Ordinary shares
Number disposed
Value/Consideration

Note: 1 consideranion 1s non-cash, provide details and
estimared valuation

19 cents per ordinary share

No. of securities held after change

Indirect-1,250,465 Fully paid Ordinary shares.
Direct- 512,000 Fully paid Ordinary shares.
Direct- 1,250,000 Options exercise price 40
cents expiry date 12 January 2006.

Direct- 1,250,000 Options exercise price 60
cents expiry date 12 January 2006.

Direct- 1,250,000 Oplions exercise price
$1.00 expiry date 12 January 2006.

Nature of change

Example: on-market trade, off-market trade, excreise of
options, issue of securities under dividend reinvestment plan,
participation in buy -back

On market trade.

Part 2 - Change of director’s interests in contracts

Detail of contract Nil

560

Nature of interest

Name of registered holder
(if issued securities)

Date of change

+ See chapter 19 for defined terms.
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Change of Director’s Interest Notice

No. and class of securities to
which interest related prior to
change

Note: Details are only required for a comract
in refanion to which the interest has changed

Interest acquired

interest disposed

Value/Consideration
Nete: If consideration is non-cash, provide
details and an estimated valuation

Interest after change

+ See chapter 19 for defined terms.
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Financial report ending 30 June 2003
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Code: CLE

HOMEX: Pesth
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Financial report ending 30 June 2003

Name of entity

Appendix 4E

Preliminary final report

learwater Group Limited

ABN Financial year ended

D6 009 259 €76 130 June 2003

Results for announcement to the market

SA'K

Revenues from ordinary acuvities down 37% to 342
Loss from ordinary activities afier wax auributable 10 up 1988 to (2,355)
members
Net Loss for the period attributable to members up 19%% to  (2,355)

Dividends Amount per sccunty | Franked amount per
seeurity
Final dividend . N
Interim dividend Nil Nil¢
Previous corresponding period
Nil¢ Nilé

Record date for determining cntitlements 10 the

dividend.

N/A

Brief explanation of any of the fipures reponed above:

The loss for the year increased significantly fromy the prior year due to the  consolidation of the loss o

QRSciences Limited (“QRSciences™) for the six month period from 1 January 2003 to 30 June 2003.

Page 2
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Financial report ending 30 June 2003

Consolidated Statement of Financial Performance

2003 2002

$'000 $'000
Revenues from ordinary activities 342 546
Expenses from ordinary activities (4.005) (1.225)
Borrowing costs - {110)
Profit (loss) from ordinary activities before tax (3,663) {789)
Income tax on ordinary activities . -
Profit (loss) from ordinary activities after tax (3,663) (789)
Profit (foss) from extraordinary iems afier 1ax . .
Net profit (Joss) (3,663) (789)
Net profit (Joss} atiributable 1o outside equity (1,308) -

interests

Net profit (Joss) for the period attributable to
members

(2,355)

(789)

Total changes in equity not resulting from
transuctions with owners as owners

2,355)

(789)
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Financial report ending 30 June 2003

Consolidated Statement of Financial Position

2003 2002
$'000 $°000
Current assets
Cash 4.2 420
Other 43 -
Total current assets 4,264 420
Nen-current assets
Receivables - 200
Investments 528 3,013
Intellectual Propeny 29,538 -
Other property, plant and equipment (net) 330 7
Totsl non-current assets 30,405 3220
Total assets 34’669 3,540
Current liabilities
Payables 1,803 135
Interest bearing liabilitics 3818 N
Tatal current liabilities 5,621 135
Nen-current liabilities
Other - -
Total non-current liabilities - -
Tatal liabilities 5621 135
Net assets 29,048 3,&5
Equity
Capital/contributed equity 20,681 5478
Retained protits (accumulated Josses) {4,329) (1,974)
Equity attributable to members of the parent
entity 16,352 3,&5
Ouside equity interests in controlled entities
12,696 -
Total equity 29,048 3,505

566
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Financial report ending 30 June 2003

Consolidated Statement of Cash Flows

2003 2002
$'0060 $'000
Cash flows related to operating activities
Receipts from customers 318 519
Payments to suppliers and employcees (4,028) {1,024)
Interest and other items of similar nature 23 28
received
Jmerest and other costs of finance paid (1) (1 10)
Other - -
Net operating cash flows (3,688) {587)

Cash flows related to investing activities
Payvment for purchascs of property, plant and
cquipment

Payment for purchases of equity investments
Leans to other entities

Leans repaid by other entities

Other

Net investing cash flows

31) 3

(100) (2,503)
(1,080) {200)
. 10

(1,221) (2,696)

Cash flows related to financing activities

Proceeds from issues of sccuritics  (sharcs, 4:860 3,754
options, etc.)
Proceeds from borrowings 3800 -
Other - {411)
Net financing cash flows 8,660 3,343
Net increase (decrease) in cash held 3.751 80
Cash at beginning of period 420 3
Consolidation adjustments 0 (34)
Cash at end of period

P 4,21 42
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Financial report ending 30 June 2003

Dividends

No dividend has been declared and no dividend payment has been made during this year.

Dividend Reinvestment Plan

There is no dividend re-investment plan in operation.

Ratios
2003 2002
Earnings per security (EPS) $'000 $'000
Basic EPS ($0.04) {80.09)
Diluted EPS ($0.03) {30.08)
Net Tangible Asset backing 2003 2002
$'000 $'000
Net tangible assct backing per ordinary $0.00 $0.13

secunty

Page O
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Financial report ending 30 June 2003

Notes to the Consolidated Statement of Financial Performance

Revenue and expenses from ordinary activities

2003 2002

$'000 $'000
Revenue from ordinary activities
Revenue from services and goods 318 518
Interest revenue 24 28
Total 342 546
Expenses
Movement in inventorics - (4)
Inventories purchased 140 105
Trading expenses - 64
Emplovee benefits expense 1,333 405
Rental expenses 107 90
Consulting 436 220
Travel 13¢ 46
Diminution of investment - o5
Legal expense 698 108
License Fee 415 -
Patemt costs 131 -
Other expenses 537 117
Depreciation  and  amonisation  cxcluding 69 9
amonisation of imangibles
Total 4,005 1,225

Page 7




Financial report ending 30 June 2003

Notes to the Consolidated Statement of Financial Position

Consolidated retained profits

2003 2002

$'000 3000
Retzined profits (accumulated losses) at the {1974) {1,185)
beginning of the financial period
Net loss attributable to members

(2,355 (789)

Dividends and other equity distributions paid
or pavable - .
Retained profits (accumulated losses) at end
of financial period (4v329) (11974)

Reconciliation of net cash provided by operating activities 1o operating profit

after income tax

2003 2002
$'000 $'000
Operating loss after income tax {3.663) (789)
Loss an deconsolidation . 124
Depreciation 68 3
Provision for diminution in investment - 65
Loss on disposal of investment - 22
Increasc A Decrease) in creditors {152) {44)
Increase/(Decrease) in provisions 46 -
(Increase)/Decrease in trade debtors 13 32
Net cash provided by vperating activities (3,688) (587)
Reconciliation of cash
Reconciliation of cash at the end of the period (as 2003 2002
shown in the consolidated statement of cash flows) to $'000 $'000
the related items in the accounts is as follows.
Cash on hand and at bank 4221 420
Total cash at end of period 4,221 420

Control gained over entities having material effect

Name of entity:

QRSciences Limited

The Company acquired a 48% interest in
QRSciences effective 1 January 2003 as a result
of a takeover bid.

Clearwater Group Limited consolidated the
results of QRSciences from 1 January 2003.
QRSciences conibuted a loss of §2,5314.876 w0
the consolidated loss from ordinary activities for
the year of $3.663,151.

Page 8
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Commentary on the resulits for the period

On § September 2002 Clearwater, announced a takeover bid for QRScicnces.  Under the terms of the bid
QRSciences shareholders were offered § Clearwater fully paid ordinary shares and onc Cleanwater 40 cent oprion
for every ordimary fully paid QRSciences share. The takeover bid was closed o 30 December 2002 and the
company announced that it had secured approximately 48% sharcholding in QRSciences.

At the General Meeting beld 12 December 2002, the sharcholders approved the change of business activities to
focus on its cornerstone investment in QRSciences and the development of its exp losive detection technology
Quadrupole Resonance.

Consolidated Result

The loss afler 1ax atwibutable 1o members for the year ended 30 June 2003 of $2.3 million was up 198% on the
previous vear due to the consolidation of the results from QR Scicnces for the half year from 1 Japuary 2003,
Revenue for the period of §U.3 million was gencrated from sales and consulting expertise provided by
QRSciences to its parners.

Expenditure within the consolidated entity related to the corporate expenditure incurred within Clearwater and
expenditure within QRSciences in maintaining the staff and overhead associated with the Research and
Development factlity and in particular the costs of patent filing associated with lodging several patents over
inventions and legal and corporateexpense associated with the negotiation of several contracts to license
QRSciences technology .

Statement of Financial Position, Cash Flow

The consolidation of QRScicnces had a material effect on the Statement of Financial Position. The acquisition of
the investment in QR Sciences was reficeted at a cost of 329 million. This cost reflects the value of the
intellectual property assovated with the acquisition of QRSciences.

During the year Clearwater rais ed approximately $4.8 million from cquity issues. These funds were used largely
10 provide working capital to QRScicnees via a loan secured over the inteltectual property of QRSciences . In
addition to equity issues Clearwater secured additiona! funding from an unconditional Convertible Loan Note
Facility for $3.% million from private investors.

Investment in QRSciences

QRScicnces is a rescarch and development company headquartered in Western Australia.  The Company is
concentrating on commercialising applications that it has developed using Quadrupole Resonance (QR). QR is a
powerful substance detection technology that can probe a target and identify certain molecular structures through
their unique QR signatures. QR can detect a range of explosives and has potential applications in the detection
of narcotics, biochemical agents and pharmaceuticals.

In the Fimancial year ended 30 June 2003 QRScicnces has made considerable progress. Over the last twelve
months ORScicnces has lodged several patents over inventions and has secured an cxclusive worldwide license
over another significant patent portfolio in our field. In addiion QRSciences is undertaking discussions in
relation to cross-licensing issues that may affect the practise of the Company’s QR patents in some countries.
QRSciences has achieved two major milestones in 2003, In March 2003 QRScicnces announced that it had
licensed its inelleciual property 1o & significant global participant in the Aviation security market. Our partner is
principally cngaged in the development, manufacture, and integration of advanced technology products and
services.  The agreement is for the assessment, development, integration, and marketing of QRSciences’
technology. On 30 Junc 2003, asecond licensing agreement was announced with another global leader in the
manufacture, distribution and sale of security produets and threat detection echnology. Under this sccond
Heensing agreement, systems will be developed to utilise QR in new as well as existing products.

QRSciences is also in discussions  with other interested Companics and Domestic and  Intemational
Governmental Departmients 1o develop various applications for the technofogy. QRScicnees achieved its first
revenues duriag the year.
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Financial report ending 30 June 2003

Events Subsequent to Reporting Date

Since the end of the Financial Year, the Consolidated centity has:

a) Clearwater raised via placement and partial call of its convertible note facility approximately $2 million.
The securities were placed with mstitutions, fund managers and sophisticated investors.

b) Clearwater has extended its secured Loan Facility 10 QRScicnces by a further §1 million to a total of
$4.7 million. The existing facility has been varied such that the total amount is repayable on or before 31
December 2003. :

c) Clearwater and QRSciences have entered into an agreement with UK based BTG {mternational Limited
("BTG") 10 vary the termis of the license agreement between QR Sciences and BTG in light of the Company's
increased sharcholding in QR Sciences. Additionally, the Company has negotiated more favourable Hcense terms
for QRSciences. In consideration for this agreement the Company will issue 5,300,000 Clearwater shares to BTG
at an issuc price of 20 cems. The share issue is subject 1o shareholder approval at a general meeting to be held 24
September 204)3.

d) Clearwater acquired a further 3% in QRScicnces by way of agreements with existing QRSciences
shareholders subject to approval by Clearwater sharcholders at a gencral meeting to be held 24 September 2003,

c) Clearwater has proposced a name change 10 QR Sciences Holdings Limited. The proposed new stock
code is “QRS™. The name change is subject to approval by Clearwater sharcholders at a gencral meeting to be
held 24 September 2003,

f) QRSciences has been selected with its pariners to progress a serics of White Papers on innovations that
the company's have made in the ficld of explosives detection with the Technical Support Working Group

{TSWG) of the Interagency Terrorism Working Group, which is managed by the U.S. Depantmient of Defense
and serves 2 broad cross section of U.S. federal government departments and agencies.

Annual meeting

The annual mecting will bé held as follows:

Place To be advised
Date To be advised
Time To be advised
Approximate date the annual report will be | 10 Oclober 2003
available

Compliance statement

This report is based on accounts which have not yet been audited. The audit is currently being completed and the
audit report will be available with the Company s annual report.

Sign here: Date: 12 September 2003
(DirectorCompany Sccretary)

Print name: Rob Onr
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New issue apnouncement

ASX LODGEMENT COVER PAGE

Company: CLEARWATER GROUP LIMITED
Code: CLE

HOMEX: Perth

Document Date: 8/09/03

Document Ref : 129

Release Time: immediate

Title: Appendix 3B

+ Sec chapter 19 for defined terms.
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Appendix 3B
New issue announcement

Rule 2.7, 3.J0.3,3.10.4, 3.10.3

Appendix 3B

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

Informarion or documents not available now mist be given w ASX as soon as avaiioble.  Information and
docuwmnents given 10 ASX becume ASX's propesny and may be made public..

Imroduced 1/7%6. Origin: Appendia 5. Amcnded 15798, 15999 1,7:2000, 30/0:2001, §1:3:2002.

Name of entity

CLEARWATER GROUP LIMITED

ABN
7 009 259 876

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevant sections (anack sheets if there is not enough space;.

} “Class of “securities issued or w be| Fully paid ordinary shares
issued

ra

Number of ¥securities issued or 1o be | 5,687,500 Fully paid ordinary shares
issued (if known) or maxmum numbcr
which may be issued

3 Principal terms of the *securities (eg, it | Fully paid ordinary shares
options, exercise price and expiry date; if
patly paid “sccuritics, the amount
outstandmg and due dates for payment;
if *convertible scewitics, the conversion
price and dates for conversion)

+ See chapter 19 for defined terms.
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New issue announcement

4 Do the “securitics rank cgqually m alt | Yes
respects from the dite of allotment with
anexisting “class of quoted ~securiies?

If the additional sccurities do not rank

equally, pleasc staw:

*  the date from which they do

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

e the extent w which they do not rank
cqually, other than in relation w the
next dividend, distnbution or interest
payment

5 Issue price or consideration 16 cents

6 Purpose of the issue
(if issued as consideration for the | |ssue to loan note holders being conversion of
acguisition of assets, clearly identify loan note.
those assets)

7 Dates of enwring “securities into | 12 September 2003
uncertificated holdings or despatch of
certificates

Number *Class
8 Number and “class of all “securities | 103,360,107 Fully paid ordinary
quoed on  ASX (inchding the shares
securities n clause 2 i applhicable)
21,160,000 20 cenmt optons 12
January 2005
expiry
11,026,053 40 cent options 12
January 2006
expiry

+ See chapter 19 for defined 1erms,
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New issue announcement

9

10

Number and *class of all *sccuritics
not quoted on ASX (inchuding the
sccuritics in clause 2 it applicable)

Dividend policy (in the case of a trust,
distribution policy) on the increased
capital (interests)

Number “Class

12.822.665 Fully pad ordinary
shares

2,909.833 40 cent options 12
January 2006
EXPIrY

3.000.600 60 cent opuons 12
January 2006
CXPIrY

3,000.000 $1.00 opuons 12
January 2006
CXpiry

Not applicable

Part 2 - Bonus issue or pro rata issue

11

14

16

17

ls security holder approval required?

Is the issuc renounceable or non-
renounceable?

Ratio in which the “stcurities will be
offured

“Class of “securities to which the offer
relates

“Record date 0 determine entitlements
Wil holdmgs on difterent registers (or
subrepisters)  be  agpegated  for

calculating entilemients?

Policy for deciding entitlements in
relation to fractions

-+ See chapter 19 for defined terms.
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I Names of countries m which the entity
has “security holders who will not be
sent new issue documents

Note: Seecurity holders must be tedd how their
ennitiinents are 1o be deatt with

Cross reterence” ruje 7 7

19 Closing date for receipt of acceptances
OF FENUNCIations

-+ Sec chapter 19 for defined terms,

11/372002
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20

[ ]
3

[
LFs

20

L8 )
i

30

Names of any undenwniters

Amount of any underwritmg fee or
comnission

Names of any brokers to the issuc

Fee or commission pavable 10 the
broker to the issue

Amount of any handling fee payable 10
brokers  who lodge  acceptances  or
renunciations on behalf of *secarity
holders

If the issue is contingent on “security
holders®  approval, the date of the
meeting

e entitiement and acceptance form
and prospectus or Product Disclosure
Sutement will be sent 0 persons
cntitled i

If the emity has 1ssued options, and the
terms  ontitle  option  holders 1o
panticipate  on  exercise, the date on
which notices will be sent to option
holders

Daz vigits trading will begin (if
applicable)

Datz  rights wading will end (if
applicable)

How do ~security holders sell thair
entilements in fidf twough a broker?

How do “security holders sell parr of
their entitiements through a broker and
accept for the balance?

How do “security holders dispose of
their  entitlements  (except by sale

+ See chapter 19 for defined rerms.
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through a broker)? [ J

3 *Despatch date

Part 3 - Quotation of securities

You reed only complere this section if vou are applying for quotation of securinies

u Type of securitics
(zick one)

(@) & Sccuritics described i Part 1

(b) D All other securitics

Example: restricted securities a1 tne end of the escrowed period, partly puid sevurities that become fulty peid, enployvec
incentive shane secarities when resteiction ends. securities issaed On eapiry or conversion of canvertibie securities

Entities that have ticked box 34(a)

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

Tick 10 indicate you are providing the information or

tdocuments
33 @ If the ~securities are “cquity securitics, the names of the 20 largest holders of the additional

*securities, and the number and percentage of additional *sceeurities held by those holders

36 g If the “sceurities are *equity securities, a distribution schedule of the addiional ~securitics setting,
out the number of holders in the categories
1- 1.000
10O - 3,000
5,001 - 10,000
10,001 - 100,600
100,00] and over

37 D A copy of any trust deed for the additional *secunties

(now go 1o 43)

-+ See chapter 19 for defined terms.
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Entities that have ticked box 34(b)

3K

39

40

41

42

Number  of  securites for  which
“quotation is sought

Class of “securitics for which quoation

is sought

Do the ~securities rank cqually in all
respects fiom the date of aliotment with
an oxisting *class of guoted *seewritics?

If the additonal sccuriues de not rank

cquaily, please state:

o the date from which they do

o 1he extent fo which they participate
for the next dividend, (in the case of
a trust, distribution) or intercst
payment

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

Reason for request for quotation now

kxample: In the case of resiriciend secaritics, end of
resiriction period

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

Number and “class of all “securities
quoted on ASX (inchading the securities
in clause 38)

(now go to 43)

Number

*(lass

+ See chaprer 19 for defined terms,
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All entities

Fees

43 Payment method (tick one)

X
]

]

Cheque atached

Electronic payment made

Note: Paymnent may be nude electronicaily it Appendin 3 i grven to ASX clettraniclly af the same time

Periodic paymient as agreed with the home branch has been arranped

Note' Arrangemenis can be made for emplnyee incentive scheme s ahet invalve frequent issues of securitics

Quotation agreement

1 *Quotation of our additonal *securities s in ASX’s absolute discretion. ASX may
guote the “securities on any conditions it decides.

2 We warrant the following 10 ASX.

The 1ssue of the “securities to be gquoted complies with the law and is not for
an illegal purpose.

There 1s no reason why those “securities should not be granted - quotation.

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

Nute” An entity may neel o oblain sppropriat: warrantier rom subseribors for the securines in order

iy bee mble 1o give this warrany

Section 724 or scction 1016L of the Corporations Act does not apply 1o any
applications received by us in relation to any “secuntics 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 Comorations Act at the time that we
request that the “securities be quoled.

We warrant that if confirmation 1s required under section 1017F of the
Corporations Act in relation to the ‘secuntics 10 be quoled, it has been
provided at the time that we request that the “securilies be quoted.

If we are a trust, we warrant that no person has the right to retum the
*securities to be quoled under section J019B of the Comporations Act at the
ume that we request that the “securitics be quoted.

582

-+ See chapter 19 for defined tenms.
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3 We will indemnify ASX to the fullest extent permitted by law in respect of any claim,
achion or expense arising from or connected with any breach of the warranties in this
agreement.

4 We pgive ASX the information and documents required by this form. 1f any

information or document not available now, will give it 10 ASX before “quotation of
the ~securites begins. We acknowledge that ASX 1s relving on the information and
documents. We warrant that they are {(will be) true and complete.

Sign here: Date: 8/09/03
(Director/Company secretary)

Print name: ROBD O e,

-+ See chapter 19 for defined terms.
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Clearwater Group Limited

ABN 27 009 259 876
Appointment of Corporate Representative
Section 250D of the Corporations Act 2001
This is to cenify that by a resolution of the Directors of:
..................... e e e (COmpaRY),

Tasert name of shareholder compuny

the Company has appointed:

Insert name of corporate representaiive

in accordance with the provisions of section 250D of the Corporations Act 2001, 10 act as the body corporate
representative of that company at the meeting of the members of Clearwater Group Limited to be held on
Wednesday, 24 September 2003 and at any adjournments of that meeting.

DATED . 2003

Executed by the Company )

1 accordance with ifs constituent documents )

Signed by authorised representative Signed by authorised representative

Name of authorised representative (print) Name of authorised representative {print)
Position of authorised representative {print) Position of authorised representative (print)

INSTRUCTIONS FOR COMPLETION

1. Insert name of appointor Company and the name or position of the appointee {eg “John Smith” or “each director
of the Company™).

2. Execute the Certificate following the procedure required by your Constitution or other constituent documents.

3. Print the neme and position (eg director) of each company otficer who signs this Certificate on behalf of the
company.

4. Insent the date of execution where indicated.

3

Send or deliver the Centificate to Clearwater Group Limited's registered office a1 Level 32, Exchange Plaza,
2 The Esplanade, Perth WA 6000, or 1ax the Cenificate o the registered office at (08) 9265 0021.
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Clearwater Group Limited
ABN 27 009 259 876

Proxy Form

Name, address and daytime 1elephone number of
shareholder of Clearwater Group Limied

2 APPOINTS =

If vou appoint the Chairman as your proxy, but do not wish
10 direct your proxy how to vote on a Resolution, you must
place a mark in the box below headed “Proxy’s Discretion”™
in respect of that Resolution. By marking this box, you
acknowledge thal the Chainman may exercise your proxy
even il he has an imerest in the outcome of the resolution
and votes cast by him other than as proxy holder will be
disregarded because of that interest.

If you appoint the Chairman as your proxy, but do not mark
any box. the Chairman will be unable 10 exercise your
proxy vote.

If you appoim the Chairman as your proxy and place a
mark in any box below headed *Proxy’s Discretion”, the
Chairman intends 10 exercise your proxy lo vole in favour
of that Resolution,

SIGNATURE OF SHAREHOLDER(S) =

Name

AGATESS ot

Daytime phone no

Insert here the name of the person vou wish to appoint
as proxy; shareholders cannot appoint themselves.

Name of proxy - please prin

OR, il no person is named, the Chairman of the
meeling 1o vole in accordance with the following
directions or, if no directions have been given, as the
Proxy (other than the Chairman) sees fit at the General
Meeting of the Company to be held on 24 September
2003 commencing at 10.00am WST and at any
adjournment thereof.

All single or joint holders of shares must sign this form. 3
Signalure Signature Signature
Date
or in the case of a company [ I

The COMMON SEAL of the company is atfixed in
accordance with ils constitution in the presence
of:/Executed by the company by its duly authorised
officers in accordance with sub-section 127 of the
Corporations Act 2001:*

Nt N et e S

of Signed by ..o
* delete ax appropriate

Signature of Direclor

Name of Direcior (Print)

Signature of Director/Secretary
Name of Direcror/Secretary (Print)

under Power of Attorney on behalf of the company.

This proxy form must be signed by the sharcholder and, in the case of joint shareholders, by each of the joim
sharcholders. In the case of a corporation, this proxy form must be executed in accordance with section 127 of the
Corporations Act 2001. In the case of a Sole Direclor/Secretary company, please indicate “Sole Director”™. 1f this proxy
form is signed under Power of Attomey the original Power of Attorney (or a copy cenified as a true copy by siatutory

declaration) must be forwarded with the proxy form.
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PROXY'S VOTING !
INSTRUCTIONS

AGAINST ABSTAIN PRONA'S
= DISCRL) I([),\

(OPTIONAL)
I CLE Change of Name
Election of Director - R Orr
Previous CLE Share Issues
CLE Share Issue - General

CLE Share and Options Issue --
() Davsioc
(i) McNamara & Cheng

6 CLE Share Issue ~ BTG [

CLE Share Issue -- Loan Note Holders
(iy Various

(i) K Russeth

(iii) G Devine

If you wish to direct your proxy how 1o vole, place a mark on the appropriate box. 1f a mark is placed in a box, your
total shareholding will be voled in that manner. You may, if you wish, split your voting directon by inserting the
number of shares you wish to voe in the appropriate box. The direction will be invalid if a mark is made againsit more
than one box for & particular item, or, if you have split your direction, if the 101al sharcholding shown in “FOR™,
“AGAINST”, “ABSTAIN" and “PROXY’S DISCRETION” boxes is more than your total shareholding on the share
register. Each person who aitends the meeting is entitled to one voie only on a show of hands. A person who holds
proxies for more than one sharcholder cannot vote on a show of hands if he or she holds proxies directing him or her 1o
vote both for and against a resolution.

(8]

—JJL s J

W A LI

~1

APPOINTMENT OF A SECOND

PROXY (OPTIONAL)
A sharcholder is entitied to appoint up 10 two persons

1{ you want 1o appoinl Iwo proxies vou may statc here
the percentage of your voting rights applicable to this
proxy form. I vou do not specify a particular
percentage, each proxy is entitled 10 exercise 50% of
vour voting rights applicable 10 this proxy form.

(whether shareholders or not) to attend the meeting and voe
as proxies. 1f you wish 10 appoint 1wo proxies please either
photocopy the proxy form or telephone Mr Rob ‘Omr on
(08) 9265 0020 10 obiain a second form. Both forms should
be completed with the nominated percentage of your voting

rights on each form. Please return the proxy forms 10gether.

l % |

Important Information

Deadline for Receipt of proxies To be effective, a completed proxy form together with the power of attorney (if any)
under which it is signed, musi be received by the Company at its registered office not kess than 48 hours before the
appointed time of the General Meeting ie. no later than 10.00am WST on Monday, 22 September 2003,

Destination of Completed Proxy Form Once the Proxy Form is completed and all details checked by vou, the form
is 10 be sent or delivered 1o the Company’s registered office at Level 32, Exchange Plaza, 2 The Esplanade, Penth WA
6000 or sent by facsimile 10 the regisiered office on (08) 9265 0021.

For Further Information I you need any further information abowl 1his form or anendance a1 the Company's
Gencral Meeting, please contact Mr Rob Orr, Company Secretary on (08) 9265 0020.
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CLEARWATER

GROLUP Limited

Circular to Shareholders

including
Notice of General Meeting
Explanatory Statement
Proxy Form

Clearwater Group Limited
ABN 27 009 259 876

General Meeting to be held at
The Vigneron Room, Novotel Vines Resort
Verdelho Drive, The Vines, Western Australia
on Wednesday, 24 September 2003 commencing at 10.00am WST

ERRpRR. -you should contact your stockhroker, solicitor, accountant or other professional adviser. -

r:"-lf after readmg this document, you have any questions or doubts as to how you should vote

Th:s document is important and should be read in lts enttrety
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Clearwater Group Limited
ABN 27 009 259 876

Corporate Directory

Directors

Secretary

Registered Office

Auditor

Corporate Advisers

Share Registry

ASX Code

PATETI

Kevin Lee Russeth (Chairman)
Gregory John Devine

Timothy Hanley Koster
William Robert Orr

William Robert Orr

Level 32

Exchange Plaza

2 The Esplanade

Perth WA 6000

Telephone: (08) 9265 0020

Facsimile: (08) 9265 0021

Email: info{@gclearwatergroup.com.au
Website: www.clearwatergroup.com.au

Moore Stephens BG
Chartered Accountants
Level 3

12 St Georges Terrace
Perth WA 6000

Poynton and Partners
Level 25

Exchange Plaza

2 The Esplanade
Perth WA 6000

Level 29

Governor Philip Tower
I FFarrer Place

Sydney NSW 2000

ComputerShare Investor Services Pty Limited
Level 2

45 St Georges Terrace

Perth WA 6000

CLE (fully paid ordinary shares)
CLEO (Jan 2005 options)
CLEOA (Jan 2006 options)
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Clearwater Group Limited

CLEARWA ABN 27 009 259 876

Notice of General Meeting

A general meeting of shareholders of the Company will be held at The Vigneron Room, Novotel Vines
Resort, Verdelho Drive, The Vines, Western Australia on Wednesday, 24 September 2003 commencing at
10.00am WST to consider the following resolutions.

i Change of Name
To consider and, if thought fit, pass the following resolution as a special resolation:
That, for all purposes, the name of the Company be changed to “QRSciences Holdings Limirted”

and, accordingly, the Constitution be modified by deleting the words “Clearwater Group Limited”
wherever it appears and inserting “QRSciences Holdings Limited” in their place.

2 Election of Director - Mr William Robert Orr
To consider and, if thought fit, pass the following resolution as an ordinary resolution:

That, for all purposes, Mr William Robert Orr, who was appointed to the Board since the last
general meeting of the Company, is elected as a Director.

3 Ratification of Previous issues of Clearwater Shares

To consider and, if thought fit, pass the following resolution as an ordinary resolution:

That, for all purposes, the Shareholders ratify the allounent and issue of Clearwater Shares to the
parties, for the purposes and on the terms set out in the Explanatory Statement.

4 Issue of Clearwater Shares ~ General
To consider and, if thought fit, pass the following resolution as an ordinary resolution:
That, for all purposes, the Sharcholders approve the issue of up to 35 million Clearwater Shares for

the purposes and on the terms set out in the Explanatory Statement.

5 Issue of Clearwater Shares and Options ~
Davstoc Investments and McNamara & Cheng Investments

To consider and, if thought fit, pass the following resolutions as separate and independent erdinary
resoiutions:

That, for all purposes, the Shareholders authorise the issue by the Company of:

(i) 4,060,000 Clearwater Shares and 4,662,000 Clearwater Options to Davsioc Investments
Pty Ltd; and
{ii) 325,000 Clearwater Shares and 65,000 Clearwater Options to McNamara & Cheng

Investments Pty Ltd,

for the price, on the terms and for the purposes set out in the Explanatory Statement.

PITETIIN
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CLE ,C) Ciearwater Group Limited
LEARWA ABN 27 009 259 876
6 Issue of Clearwater Shares - BTG International
To consider and, if thought fit, pass the following resofution as an ordinary resolution:
That, for all purposes, the Sharcholders authorisc the issue by the Company of
5,300,000 Clearwater Shares to BTG International Limited for the price, on the terms and for the
purposes set out in the Explanatory Statement.
7 Issue of Clearwater Shares - Loan Note Holders

To consider and, if thought fit, pass the following resolutions as separate and independent ordinary
resolutions:

That, for all purposes, the Sharcholders approve:

(1) the terms of conversion contained in the convertible loan facility whereby noteholders
can elect to convert their notes into Shares;

(ii) the participation by Mr Kevin Russeth (or his eligible associate) as a holder of
convertible loan notes in the above conversion; and

{iil) the panicipation by Mr Greg Devine (or his eligible associate} as a holders of
convertible loan notes in the above conversion,

in accordance with the terms set out in the Explanatory Statement.

Voting Exclusions

For the purposes of:

(a)

(b)

{resolution 3): Listing Rule 7.5, the Company will disregard any votes cast on resolution 3 by any
person who received Clearwater Shares and their associates;

(resolutions 4, 5 and 6): Listing Rule 7.3, the Company will disregard any votes cast on:

6) resolution 4 by any person who may participate in the proposed issue and any person who
might obtain a benefit, except a benefit solely in the capacity of a security holder, if the
resolution is passed, and any of their associates;

(i) resolution 5(i), by Davstoc Investments Pty Ltd and any of its associates;

(i) resolution 5(ii), McNamara and Cheng Investments Pty Ltd, and any of their respective
associates; and :

(1v) resolution 6 by BTG International Limited and any of its associates;
(resolution 7): Listing Rules 7.3 and 10.13, the Company will disregard any votes cast on:

(i) resolution 7(i), by any person who participated in the proposed issue and any person who
might obtain a benefit, except a benefit solely in the capacity of a security holder, if the
resolution is passed;

(i) resolution 7(ii), by Mr Kevin Russeth; and
(i) resolution 7(iii), by Mr Greg Devine,

and any of their respective associates,

unless cast by a person as proxy for a person who is entitled to vote (in accordance with the directions on the
proxy form) or a person chairing the meeting as proxy for a person who is entitled to vote (in accordance with a
direction on the proxy form to vote as the proxy decides).

PTG
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Clearwater Group Limited
ABN 27 009 259 876

Explanatory Statement

The Explanatory Statement accompanying this Notice of General Meeting is incorporated in and comprises part of
this Notice of General Meeting.

Shareholders are specifically referred to the Glossary in the Explanatory Statement which contains definitions of
capitalised terms used both in this Notice of General Meeting and Explanatory Statement.

“Snap-Shot" Time

The Company is permitted to specify a time, not more than 48 hours before the meeting, at which a “snap-shot™ of
Shareholders will be taken for the purposes of determining Shareholder entitlements o vote at the meeting.

The Company’s directors have determined that all Clearwater Shares that are quoted on ASX at 5.00am WST on
23 September 2003 shall, for the purposes of determining voting entitlements at the General Meeting, be taken to
be held by the persons registered as Shareholders at that time.

Proxies

Please note that:

(a) a member of the Company entitled to attend and vote at the General Meeting is entitled to appoint a
proxy;

(b) a proxy need not be a member of the Company; and

{c) a member of the Company entitled to cast two or more votes may appoint two proxies and may specify

the proportion or number of votes each proxy is appointed to exercise, but where the proportion or
number is not specified, each proxy may exercise half of the votes.

The enclosed proxy form provides further details on appointing proxies and lodging proxy forms.

Corporate Representative

Any corporate: Shareholder who has appointed a person to act as its corporate representative at the meeting should
provide that person with a certificate or letter executed in accordance with the Corporations Act authorising him
or her to act as that company’s representative. The authority may be sent to the Company and/or registry in
advance of the meeting or handed in at the meeting when registering as a corporate representative.  An
Appointment of a Corporate Representative form is enclosed if required.

By Order of the Board of Directors

Rob Orr
Company Secretary
Clearwater Group Limited

28 August 2003

PHETIIN 3
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CLE = Clearwater Group Limited
LEARWATER ABN 27 009 259 876

Explanatory Statement

This Explanatory Statement has been prepared for the information of Shareholders in connection with
business to be conducted at a general meeting to be held on Wednesday. 24 September 2003 commencing at
10.60am WST.

The purpose of this Explanatory Statement is to provide Shareholders with all information known to the
Company which is material to a decision on how to vote on the resolutions in the accompanying Notice of
General Meeting.

This Explanatory Statement should be read in conjunction with the Notice of General Meeting. Capitalised
terms in this Explanatory Statement are defined in the Glossary.

1. The Resolutions
1.1 Resoiution 1
Change of Name

It is proposed that the Company change its name from “Clearwater Group Limited” to
“*QRSciences Holdings Limited”. This change will not, in itself, affect the legal status of the
Company nor any of its assets or liabilities.

Section 157 of the Corporations Act requires shareholder approval for a change of name by special
resolution.

The Directors believe that the proposed new name will better reflect the Company’s business
direction.

1.2 Resolution 2
Election of Director - Mr William Robert Orr

Clause 52.2 of the Constitution requires that any Director appointed by the Board as an addition to
the Board must retire at the next General Meeting following his or her appointment, but is eligible
for re-election at that General Meeting,

Rob Orr was appointed to the Board as an executive director on 31 January 2003,

Rob has worked within a broad range of sectors including technology and manufacturing having
worked for six years with Coopers & Lybrand in both the audit and company taxation divisions.

Since 1993, Rob has held the position of company secretary/chief financial officer in a number of
listed and unlisted entities with overall responsibility for corporate finance, financial reporting and
ASX/Corporations Act compliance. In this capacity, he has successfully overseen corporate re-
organisations and acquisitions in addition to managing equity issues and advising on other
corporate matters.

1.3 Resolution 3
Ratification of Previous Issues of Clearwater Shares

In the previous 12 months, the Company has issued Clearwater Shares.

Listing Rule 7.1 provides that a company must not, without the prior approval of shareholders,
issue securities if the securities will in themselves or when aggregated with the securities issued by

PATGTIIA !
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@ Clearwater Group Limited
ABN 27 009 259 876

PIZETTMN

a company during the previous 12 months, exceed 15% of the number of securities on issue at the
commencement of that 12 month period.

Listing Rule 7.4 states that an issue by a company of securities made without approval under
Listing Rule 7.1 is treated as having been made with approval for the purpose of Listing Rule 7.1 if
the issue did not breach Listing Rule 7.1 and the company’s members subsequently approve it.

Under this resolution, the Company seeks from Shareholders approval for and ratification of, the
issues of securities set out below so as to limit the restrictive effect of Listing Rule 7.1 on any
further issues of securities in the next 12 months.

U Reeipient ©o

“Number o‘fj"‘, - o
Shares e L T T T T T T T T I R I T e
1,960,000 | Various sophisticated investor clients of licensed Payment of a 10% facility fee
financial services dealer, Poynton and Partoers who under the terms of the Loan
applied for loan notes under the Loan Note Facility Note Facility.
detailed in the Prospectus.
560,000 | Poynton and Partners Payment of corporate

advisory fees for work
performed during the
takeover bid for QRSciences,
the change of business of the
Conmipany and assistance with
the associated capital raising
and prospectus.

250,000 | Mulloway Pty Ltd, one of the applicants under the Loan Conversion of application

Note Facility which has converted its application in full. | into Clearwater Shares under
the terms of the Loan Note
Facility.

6,569,000 | Various sophisticated invesiors as determined by the To further fund the
Company taking into account a number of Jactors, QRSciences day to day
including the subscriber having a long term commitment | working capital requirements
1o the Company. for commercialisation of its

technology through
Clearwater’s [oan facility
with QRSciences and to
provide working capital for
the Company .

The issue price of the Clearwater Shares was 20 cents for the loan note applicants and Poynton and
Partners and 17 cents for the sophisticated investor placement. The Clearwater Shares are fully
paid and rank equally with the existing Clearwater Shares and are otherwise on the terms stated in
Annexure A.

The Board believes that the ratification of the above Clearwater Share issues is beneficial for the
Company and recommends Shareholders vote in favour of the resolution. [t will allow the
Company to retain the flexibility to issue further securities representing up to 15% of the
Company’s share capital during the next 12 months.

(2%
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Resolution 4
Issue of Clearwater Shares - General

The Company proposes to issue up to 35 million Clearwater Shares at an issue price which is at
least 80% of the weighted average market price on ASX of existing Clearwater Shares. The issue
of these Clearwater Shares will be equal to approximately 23% of the Company’s fully-diluted
share capital assuming no further issues of securities by the Company.

The purpose of the issue is to provide sufficient working capital for the Company and to enable the
Company to continue to fund its subsidiary, QRSciences. The funds provided to QRSciences will
be used to fund day to day working capital requirements to enable the commercialisation of its
technology to proceed as quickly as possible.

As set out above, Listing Rule 7.1 provides generally that a company may not issue shares or
options to subscribe for shares equal to more than 15% of the company’s issued share capital in any
12 months without obtaining shareholder approval. Resolution 4 seeks this approval.

The Clearwater Shares shall be allotted and issued as soon as possible but, in any case, not later
than 3 months after the date of Shareholder approval to those parties determined by the Company
having regard to the level of demand for the Clearwater Shares, the identification of tnvestors with
a long term commitment to the Company and other factors the Company may consider appropriate.
The identity of the investors is unknown at this stage.

It is anticipated that the Clearwater Shares will be alloted progressively. However, the exact dates
of allotment are unknown at this stage.

The Clearwater Shares will be issued on terms and conditions set out in Annexure A.

The Board believes that the proposed issue is beneficial for the Company and recommends
Shareholders vote in favour of the resolution. It will allow the Company to implement its
intentions in respect of QRSciences and 1o retain the flexibility to issue further secuvittes
representing up to 15% of the Company’s share capital during the next 12 months.

Resolution 5
Issue of Clearwater Shares and Options

Under this resolution, the Company seeks approval for two intended share and option issues.
(i) Davstoc Investments Pey Ltd

The Company has entered into an agreement to purchase 662,000 QRSciences Shares in
return for the issue of 3,310,000 Clearwater Shares at an issue price of 20 cents each and
the issue of 662,000 Clearwater Options at an exercise price of 40 cents per Share. The
agreement is subject to, among other things, Shaveholder approval for the share issue.

The Company has also offered to purchase 4,000,000 options to acquire QRSciences
shares in return for the issue of 750,000 Clearwater Shares at an issue price of 20 cents
each and the issue of 4,000,000 Clearwater Options at an exercise price of 40 cents per
Share. The agreement is subject to, among other things, Shareholder approval for the
issues.

A total of 4,060,000 Clearwater Shares will be issued. Each 1,015,000 of these
Clearwater Shares will be subject to escrow and a corresponding trading lock on ASX for
90, 180, 270 and 360 days, respectively, from their allotment date.
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A total of 4,662,000 Clearwater Options will be issued. They will be freely tradeable and
not subject to escrow.

(ii) McNamara & Cheng Investments Pty Lid

The Company has entered into an agreement to purchase 65,000 QRSciences shares in
return for an issue of 325,000 Clearwater Shares at an issue price of 20 cents each and the
issue of 65,000 Clearwater Options at an exercise price of 40 cents per Share. The
agreement is subject to, among other things, Shareholder approval for the share issue.

The Clearwater Shares will be subject fo escrow and a corresponding holding lock on
ASX unti] 17 January 2004. LEach Clearwater Option will be freely wadeable and not
subject to escrow.

As noted above, under Chapter 7 of the Listing Rules, there are limitations on the capacity of the
Company to enlarge its capital by the issue of equity securities.

Listing Rule 7.1 provides generally that a company may not issue shares or options to subscribe for
shares equal to more than 15% of the company’s issued share capital in any 12 months without
obtaining shareholder approval.

The above intended share and option issues:

(a) will be completed as soon as possible but in any case, no later than 3 months afier the
date of Shareholder approval;

(b) will be allotted to Davstoc Investments Pty Ltd and McNamara & Cheng Investments Pty
Ltd: and
{c) will be issued on terms and conditions set out in Annexure A in relation to the Clearwater

Shares Annexure B and in relation to the Clearwater Options.
The Company intends to apply to ASX for offtcial quotation of the Shares and Options on ASX.
Directors’ Recommendation
The Board believes that the proposed issue is beneficial for the Company.

The Board recommends Shareholders vote in favour of the resolution as it allows the Company to
increase its shareholding in QRSciences and retain the flexibility to issue further securities
representing up to 15% of the Company’s share capital during the next 12 months.

Resolution 6
Issue of Clearwater Shares -~ BTG International

The Company and QRSeiences have entered into an agreement with BTG to, amongst other things,
vary the terms of the license agreement between QRSciences and BTG in light of the Company*s
increased shareholding in QRSciences. In consideration for this agreement, the Company will
issue 5,300,000 Clearwater Shaves at an issue price of 20 cents to BTG. Entering into this
agreement emphasises the ongoing relationship between QRSciences and BTG and reflects the
interest that BTG is taking in both the Company and QRSciences.

In the period of 12 months commencing on the date on which the Clearwater Shares are issued to
BTG, BTG shall not sell a number of Clearwater Shares that exceeds the greater of:

(a) 1% of the total number of Clearwater Shares on issue; or
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{b) [% of the average reported weekly trading volume of Shares, as reported on the ASX,
during the 4 calendar weeks preceding the date on which BTG sells such Shares,

in any 3 month period.

The 3 month period shalt be measured over the preceding months before the date of each intended
sale of Shares by BTG.

BTG shall be free to trade the Shares without any restriction at the end of the [2 months.
The agreement is subject to, among other things, Shareholder approval for the Share issue.
Approvals Required

As noted above, under Chapter 7 of the Listing Rules, there are limitations on the capacity of the
Company to enlarge its capital by the issue of equity securities.

Listing Rule 7.1 provides generally that a company may not issue shares or options to subscribe for
shares equal to more than 15% of the company’s issued share capital in any 12 months without
obtaining shareholder approval.

The intended share issue:

(a) will be completed as soon as possible but in any case, not later than 3 months after the
date of Shareholder approval;

(b) will be allotted to BTG International Limited; and

() will be issued on terms and conditions set out in Annexure A.
The Company intends to apply to ASX for official quotation of the Shares on ASX.

Directors’ Recommendation

The Board believes that the proposed issue is beneficial for the Company.

The Board recommends Shareholders vote in favour of the resolution as it ensures that the
variations to the license agreement between BTG and QRSciences are given effect to and enables
the Company to retain the flexibility to issue further securities representing up to 15% of the
Company’s share capital during the next 12 months.

Resolution 7
Issue of Clearwater Shares — Loan Note Holders

The Company has previously issued 3.85 million loan notes to various sophisticated investor
clients of Poynton and Partners as detailed in the ASX announcement dated 27 December 2002 to
raise $3.85 million.

The terms of the Loan Note Facility are detailed in the Prospectus lodged with ASIC and ASX on
24 December 2002. Under these terms:

(a) each subscriber for loan notes has received a facility fee in equity equal to 10% of the
face value of all notes for which they have applied in Shares (refer to Resolution 2
seeking ratification of this issue);
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(b) the maturity date of the facility is 31 January 2004. The Company must repay all
principal and accrued interest outstanding as at the maturity date in cash, unless earlier
converted into Shares (see below) or repaid n cash; and

() interest is payable on all notes issued at a rate of 0% per annum. [nterest is capitalised at
the end of each interest period and forms part of the principal repayable.

Under the terms of the loan notes, note holders can elect to convert their notes into Shares at a price
equal 1o the fower of 20 cents and 80% of the average weighted price of the Shares traded on ASX
on the 5 business days before the date on which the principal is required to be repaid. Applicants
may also elect to acquire Shares for the same price in relation to those loan notes applied for but
not issued by the Company, by paying cash to the Company.

The above conversion mechanism is subject to any shareholder approval required to give effect to
the mechanism. Resolution 7 seeks this approval.

If shareholder approval for the mechanism is required and the approval is not given, the relevant
amount which was not approved for conversion shall continue to be repayable in the normal course,
subject 1o interest on the principal reverting to a rate of 15% per annum, recalculated from the date
of issue of those notes. A commitment fee of 2.5% of the weighted average over the previous three
month period of the face value of notes applied for but not issued by the Company is also payable
1o those note holders or applicants (as the case may be) to whom the issue of Shares was not
approved by the Company’s shareholders.

Approvals Required
Listing Rules 7.1 & 7.3

As noted above, under Chapter 7 of the Listing Rules, there are limitations on the capacity of the
Company to enlarge its capital by the issue of equity securities, including securities convertible into
shares.

Listing Rule 7.1 provides generally that a company may not issue shares or options to subscribe for
shares equal to more than 15% of the company’s issued share capital in any 12 months without
obtaining shareholder approval.

Listing Rule 7.3 requires certain information to be given to Shareholders in relation to the issue.
Such information not already set out above follows:

(a) Noteholders may elect to convert their loan notes into Shares at any time up to 31 January
2004. ASX has granted a waiver to the Company to allow it to issue Shares under the
terms of this approval at any time up to and including 28 February 2004.

(b) The conversion formula is set out above. Whilst it is not possible to state with certainty
what number of Shares will be issued, what follows is an analysis of the number of
Shares that will be issued to a noteholder holding 100,000 loan notes converted all notes
where the market price of Shares is 15 cents, 20 cents and 25 cents (respectively), the
total number of Shares that would be issued if all noteholders (including Directors noted
below) converted at these prices and the percentage of all issued Shares that these totals
would represent on an undiluted basis.
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15 cents 12 cents 833,334 32,083,334 32.8%
20 cents 16 cents 625,000 24,062,500 24.6%
25 cents 20 cents 500,000 19,250,000 19.7%

() It is not possible to state with certainty to whom the Shares will be allotted. However, the
only persons to whom they may be allotted are those who are noteholders and convert
their loan notes in accordance with the loan note deed poll.

{d) The Shares will be issued on terms and conditions set out in Annexure A.

The Company intends to apply to ASX for official guotation of the Shares on ASX.

Listing Rule 10.11

Listing Rule 10.11 provides that a company must not issue equity securities (including options to
acquire shares) to a related party of the company, such as a director, without the company obtaining
the approval, by ordinary resolution, of its shareholders.

Messrs Russeth and Devine (or their associates) hold 200,000 loan notes each and the resolution
seeks approval for them to convert the loan notes under the above conversion mechanism.

1t is the current intention of these Directors to convert their loan note holdings. The aumber of
Shares they will each receive cannot be calculated with certainty at this point in time. An analysis
of the number of Shares based on different Share prices is set out above. They would each receive
double that a person holding 100,000 notes would receive.

They may elect to convert their loan notes into Shares at any time up to 31 January 2004. ASX has
granted a waiver to the Company to allow it to issue Shares under the terms of this approval at any
time up to and including 28 February 2004

Messrs Russeth and Devine subscribed for loan notes on the same basis as all other noteholders.
Any Shares to be issued will be issued on the same terms and priced on the same basis as all other
noteholders.

Under Resolution 7, the Company alse seeks approval of Shareholders to allow the Company to
issue Shares to Messrs Russeth and Devine (or their associates) under Listing Rule 10.11 on the
conversion of loan notes held by those Directors. I approval for conversion is not provided, the
loan notes are repayable in the manner set out above.

Approval under Listing Rule 10.11 obviates the need for approval under Listing Rule 7.1 for the
issue of Shares to Messrs Russeth and Devine on conversion of the loan notes.
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Glossary

In this Explanatory Statement, the following terms have the following meanings unless the context

otherwise requires:

Annexure
ASIC
ASX
Board
BTG

Clearwater or the
Company

Clearwater Option or
QOption

Clearwater Share or
Share

Constitution
Corporations Act
Director

Listing Rules

Loan Note Facility

Prospectus

Shareholder

QRSciences

annexure to this Explanatory Statement.

Australian Securities and Investments Commission.
Australian Stock Exchange Limited (ABN 98 008 624 691).
board of Directors.

BTG International Limited.

Clearwater Group Limited (ABN 27 009 259 876).

option to subscribe for a Share.

fully paid ordinary share in the capital of the Company.

constitution of the Company.
Corporations Act 2001 (Cth).
director of the Company.
Listing Rules of ASX.

loan note facility established by the Company by way of
deed poll dated 19 December 2002.

prospectus dated 24 December 2002 and lodged by the
Company at ASIC.

Shareholder of the Company.

QRSciences Limited (ABN 84 071 648 309).
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Annexure A
Terms of Shares

The following is a broad summary (though not necessarily an exhaustive or definitive statement) of the rights
attaching to the ordinary shares of the Company. Full details are contained in the Constitution, available for
inspection at the Company’s registered office.

(a)

(b)

()

(d)

(e)

0

(®
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Share Capital
All issued ordinary shares rank equally in all respects.
Voting Rights

At a general meeting of the Company, every holder of shares present in person, by an aftorney,
representative or proxy has one vote on a show of hands and on a poll, one vote for every fully paid
share held, and for every contributing share held, a fraction of a vote equal to the proportion which
the amount paid up bears to the total issue price of the contributing share.

Dividend Rights

Subject to the rights of holders of shares issued with any special or preferential rights (at present
there are none), the profits of the Company which the Directors may from time to time determine to
distribute by way of dividend are divisible among the shareholders in proportion to the shares held
by them respectively, according to the amount paid up or credited as paid up on the shares.

Rights on Winding-Up

Subject to the rights of holders with shares with special rights in a winding-up (at present there are
none), on a winding-up of the Company all assets which may be legally distributed amongst the
members will be distributed in proportion to the shares held by them respectively, accordingly to
the amount paid up or credited as paid up on the share.

Transfer of Shares

Shares in the Company may be transferred by instrument in any form which complies with the
Constitution, the Corporations Act, ASX Listing Rules and SCH Business Rules.

Shares may be transferred by such means in accordance with ASX Listing Rules and the SCH
Business Rules. The Directors may refuse to register a transfer of shares only in those
circumstances permitted by ASX Listing Rules and SCH Business Rules.

Calis on Shares

Shares issued as fully paid are not subject to any calls for payment by the Company and will not
therefore become liable for forfeiture.

Further Increases in Capital

The allotment and issue of any new shares is under the control of the Directors and, subject to any
restrictions on the allotment of shares imposed by the Constitution, ASX Listing Rules or the
Corporations Act, the Directors may allot, issue or grant options over or otherwise dispose of those
shares to such persons, with such rights or restrictions as they may from time to time determine.
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Variation of Rights Attaching to Shares

Where shares of different classes are issued, the rights attaching to the shares of a class can
thereafter only be varied by a special resolution passed at a separate general meeting of the holders
of those shares of that class, or with the written consent of the holders of at least three guarters of
the issued shares of that class.

General Meeting
Each shareholder will be entitled to receive notice of, and to attend and vote at, general meetings of

the Company and to receive notices, accounts and other documents required to be furnished to
shareholders under the Constitution, the Corporations Act and ASX Listing Rules.

(29
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Annexure B
Terms of Options

The following details the rights attaching to the options to acquire ordinary shares of the Company put to
shareholders for approval at the General Meeting of the Company held on 24 September 2003.

{a) Exercise Date

The options are exercisable wholly or in part at any time before 5.00 pm (WST) on (2 January
2006. Options not exercised by that date shall lapse.

{b) Exercise Price

Each option shall entitle the optionholder to acquire one fully paid ordinary share upon payment of
the sum of 40 cents per option to the Company.

(©) Notice of Exercise

Each option may be exercised by notice in writing to the Company at any time before their date of
expiry. Any notice of exercise of a option received by the Company will be deemed to be a notice
of the exercise of that option as at the date of receipt.

(d) Quotation of Options and Shares on Exercise

Application may be made to ASX for official quotation of the options. Application will be made
for official quotation of the shares tssued upon exercise of options. The options are transferable as
the optionholder thinks fit.

{e) Participation Rights or Entitlements

There are no pasticipating rights or entitlements inherent in the options and optionholders will not
be entitled to participate in new issues of securities offered to shareholders during the currency of
the options. However, the Company will ensure that for the purposes of determining entitlements
to any such issue, the record date will be at least 10 business days after the issue is announced so as
to give optionholders the opportunity to exercise their options before the date for determining
entitlements to participate in any issue.

() Shares Alotted on Exercise

Shares allotted pursuant to the exercise of options will be allotted following receipt of al] the
relevant documents and payments and will rank equally with the issued shares.

(g) Recounstruction of Share Capital

In the event of a reconstruction (including consolidation, subdivision, reduction or return) of the
issued capital of the Company, all rights of the optionholder shall be reconstructed in accordance
with ASX Listing Rules.

(h) Bonus Issues
If, from time to time, before the expiry of the options the Company makes a pro rata issue of shares
to shareholders for no consideration, the number of shares over which an option is exercisable will

be increased by the number of shares which the optionholder would have received if the option had
been exercised before the date for calculating entitlements to the pro rata issue.

PATCTTIE
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27 August 2003
QRSciences Supports Visit from America’s Mayor

Rudy Giuliani, the former Mayor of New York City and a leading international authority
on crisis management, will have closer links to Western Australia in part thanks to Perth

based QRSciences Limited {QRS).

Mr Giuliani, who was Time Magazine's 2001 Person of the Year, is currently on a tour of
Australia, which includes a visit to Perth.

QRS will host Mr Giuliani's keynote address at the “An Evening with Rudy Giuliani” Gala
Dinner to be held at Burswood International Resort Casino tonight.

in 1893, Mr Giuliani was elected the 107'th Mayor of New York City, after a campaign
focusing on quality of life, crime, business and education. Mr. Giuliani is best known here
in Australia for his strong leadership and compassion in the aftermath of the September
11 attacks on the World Trade Centre.

Limited by New York City law to two terms as mayor, Mr. Giuliani founded Giuliani
Partners in January, 2002, establishing the professional services firm as a leader in

fields including financial management, emergency services preparedness, public safety,
and Ileadership during crises.

QRS, a West Australian company at the forefront of advanced technology R&D through
the development of Quadrupole Resonance (QR) have a host of potential applications in
the global aviation and homeland security markets.

QR uses radic waves to detect a range of explosives and narcotics. The technology is

similar o Magnetic Resonance Imaging (MRI) which is widely used in indusiry and
medical profession.

P/13625372
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QRS Chief Executive Officer Mr Kevin Russeth said QR could potentially play an
important role in deterring the use of explosives by terrofists in aviation and homeland
attacks.

“The technology has been under development for seven years and has been
successfully trialled in airports around the world including, Manchester in the United
Kingdom, Ottawa in Canada and here in Perth,” he said.

QR can be used to detect a range of explosives and narcotics and is fully automated
with a high probability of detection and low false alarm rates.

“importantly, QR has been tested and approved by the Transportation Security
Administration in the United States as an Advanced Technology Explosion Detection
System,” he stated.

“Our support of Mr. Giuliani's visit demonstrates QRS’ commitment to building
relationships with leaders involved in public safety and emergency services
preparedness,” Mr Russeth said.

Mr Giuliani's more recent focus is in many ways, an extension of his enduring tough
stance on crime. Before being elected mayor of New York City in 1993, Mr Giuliani was
a federal prosecutor in Manhattan. During his two terms as mayor, crime rates declfined

by 70%, the welfare roll was reduced by 60%, taxes were reduced by $ 2.5 billion,
450,000 new jobs were created and he turned an inherited § 2.3 billion budget deficit

into a multi-billion dollar surplus.

The event will be in aid of Lifeline WA, a not for profit crganisation that provides vital
services to WA.

About QRSciences

QRSciences is a Perth based company which specialises in commercially focused
physical sciences R&D. The company employs 25 people with extensive knowledge
and skills in the theory and practice of quantum mechanics, radio frequency and
electromagnetic modelling and design; atomic physics; electronic engineering; software
engineering; system engineering and mechanical engineering. Clearwater Group Limited
(ASX:CLE) holds a 51% interest in QRSciences Limited.

For further information, please contact:

Kevin Russeth QRSciences Limited; Tel: +61 8 9351 1200
Visit: www.grsciences.com

Media Enguiries
Warrick Hazeldine Porter Novelii; Tel:+61 (8) 9386 1233; Mob: 0417 944 616
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25 August 2003

Clearwater Group Limited’s (ASX:CLE) subsidiary QRSciences Limited (QRS) today
announced:

U.S. Interagency Counterterrorism Group Shortlists QRSciences and
Partners

As part of a Broad Agency Announcement (BAA) by the Technical Support Working
Group (TSWG) of the Interagency Terrorism Working Group, whichis managed by the
U.S. Department of Defense and serves a broad cross section of U.S. federal government
departments and agencies, QRSciences has been selected with its partners to progress a
series of White Paperson innovations that the company's has made in the field of
explosives detection.

"A major part of our business strategy is to drive revenue through private, federal and
commercially sourced R&D funding and TSWG is one of the major sources in the U.S."
said QRSciences chief executive Mr. Kevin Russeth. "We recently entered into a Nonr
Disclosure Agreement with DSTL, a research arm of the Ministry of Defense in the
U.K.and have been under a CRADA (Cooperative Research Development

Agreement) with the U.S. Department of Homeland Security for the past |8 months.” he
added. "The close alliance betweenthe United States, Australia and the U K. should
prove beneficial for Quadrupole Resonance as a technology and also to our company
which is at the forefront of QR R&D" Russeth said.

The Technical Support Working Group (TSWGQ) is the U.S. national forum that
identifies, prioritizes, and coordinates interagency and international research and
development (R&D) requirements for combating terrorism. The TSWG rapidly develops
technologies and equipment to meet the high-priority needs of the combating terrorism
community, and addresses joint international operational requirements through
cooperative R&D with major allies. Bilateral R&D Agreements are currently in place
between the United States, United Kingdom, Canada and Israel.

For more information on TSWG visit: www tswg. eov
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About Clearwater

Clearwater (CLE:ASX) owns a 51% controlling interest in QRSciences Limited
Clearwater will be proposing a name change to QRSciences Holdings Ltd (QRS:ASX) at
a General Meeting in September.

QRSciences 1td 1s based in Perth, Western Australia and specialises in commercially
focused physical sciences R&D. The company is a world leader in QR applications, a
next generation technology that uses radio frequency spectroscopy techniques to identify
and detect molecular structures. QR is closely related to Magnetic Resonance Imaging
(MR} which is widely employed in industry and the medical profession. Applications for
the technology include explosive and narcotic detection, pharmaceutical quality control
and assurance, lab instrumentation and environmental science applications.

for further information, please contact:
Clearwater Group Limited: tel 08 9265 0020
Email: infolclearwatergroup.com.au
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Sciences

21 August 2003

QRSciences Posts Additional Revenue and Takes Order

Clearwater Group Limited’s (ASX:CLE) subsidiary QRSciences Limited (QRS) today
announced another sale in addition to receiving an order to build a customised QR
machine for one of its overseas customers.

The additional revenue from the sale and new order will amount to approximately
A3 375,000.

QRSciences chief executive Kevin Russeth said QRS is pleased to continue its
momentum in commercializing QR and looks forward to receiving additional revenue
before the end of the calendar year.

“QRS’s business model is to derive revenue from three areas - licensing, outsourced
consulting and R&D funding. We expect further revenue to flow from all three areas
going forward,” Mr Russeth said.

About Clearwater

Clearwater (CLE:ASX) owns a 51% controlling interest in QRSciences Limited.
Clearwater will be proposing a name change to QRSciences Holdings Ltd {QRS:ASX) at
a General Meeting in September.

QRSciences Ltd is based in Perth, Western Australia and specialises in commercially
focused physical sciences R&D. The company is a world leader in QR applications, a
next generation technology that uses radio frequency spectroscopy techniques to identify
and detect molecular structures. QR is closely related to Magnetic Resonance Imaging
(MRI) which is widely employed in industry and the medical profession. Applications for
the technology include explosive and narcotic detection, pharmaceutical quality control
and assurance, lab instrumentation and environmental science applications.

for further information, please contact:
Clearwater Group Limited: tel 08 9265 0020
Email: infofdiclearwatergroup.com.au

P/15625372
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L E AR

GROUP Limited

ASX Announcement

15 August 2003

Clearwater extension of Loan Facility to QR Sciences

The Board of Directors of Clearwater Group Limited (“Clearwater”) would like to
announce that The Company has extended its secured Loan Facility (“Facility™) to
QRSciences by a further A$1 million to a total of A$4.7 million. The existing facility has
been varied such that the total amount is repayable on or before 31 December 2003.

The drawdown loan facility has been provided to QRSciences by Clearwater, secured by
way of a fixed and floating charge over the assets of QRSciences. The interest rate
payable is 8% per annum and is currently being capitalised. Clearwater may elect to
convert all or part of the outstanding principal, interest and costs into QRSciences Shares
for so long as those amounts remain outstanding.

About Clearwater

Clearwater tolds a 51% controlling interest in QRSciences Limited. QRSciences is
based in Perth, Western Australia and specialises in commercially focused physical
sciences R&D. The company is a world leader in Quadrupole Resonance (QR)
applications, a next generation technology that uses radio frequency spectroscopy
techniques to identify and detect molecular structures. QR is closely related to
Magnetic Resonance Imaging (MRI) which 1s widely employed in industry and the
medical profession. Applications for the technology include explosive and narcotic
detection, pharmaceutical quality control and assurance, lab instrumentation and
environmental science applications.

For further information, please contact:
Mr Rob Orr, Company Secretary, at the Clearwater’s registered office on (08) 9265 0020.
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Media Announcement

Wednesday 13 August 2003

UK aviation security expert encourages Federal Government

to focus on Australian anti terrorism technology

The former Head of Security for the British Airport Authority (BAA), Mr Norman
Shanks, today said Australian airporis and regulators need to develop a better
understanding of new technologies that are emerging as solutions in the battle to
counter terrorism.

Mr Shanks, a leading global aviation security expert who headed security at BAA
from 1981 to 1998 and Airport Security Manager at Heathrow Airport from 1986 to
1981, said Australia needed to make itself fully aware of the new threats and the
applications that are being developed to thwart that threat.

In briefings today in Canberra to members of Federal Government and senior
bureaucrats, Mr Shanks said Australia has the opportunity to take an international
role in advancing aviation and homeland security.

Mr Shanks was in Canberra in his role as Director of QRSciences Limited, a West
Australian company at the forefront of anti terrorism technology through the

development of Quadrupole Resonance (QR) which utilises radio waves to detect a
range of explosives as well as narcotics and biochemical hazards.

QR is closely related to Magnetic Resonance Imaging (MRI) which is widely
employed in industry and the medical profession.

Mr Shanks said that QR has a critical role to play in deterring the use of explosives
by terrorists in aviation travel.
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“It is sad but true, anti-terrorism applications are a growth industry in the world we
live in today. QR is an important tool to help the world in its battle in this new war,” Mr
Shanks said.

*The basis of terrorism remains the bomb and it is significant that QR can detect
plastic and a range of other explosives.”

Mr Shanks added that it was important for the Australian Government to assist in
fast-tracking commercialisation of new applications to deter aviation terrorism and
provide the public with increased confidence to travel.

“QR has been successfully trialled at Perth Airport in Western Australia, Manchester
Airport in the United Kingdom, Ottawa in Canada, and tested by the UK Home Office.

“Importantly, QR has been tested and approved by the Transportation Security
Administration in the United States as an Advanced Technology Explosive Detection
System.”

He said the heightened focused on explosive detection and security/counter-
terrorism is one of the key challenges for Governments.

“Governments must address the realistic threats of aviation terrorism as well as the
potentially differing perceptions and concerns of stakeholders including the public,
media, aviation industry and foreign regulators.

“Countermeasures should not create unnecessary disruptions to travel process such
us false alarms and botflenecks in depariure lounges.

“Crucial to the success of advanced aviation security technology is its ability o
integrate with existing high definition x-ray technology.

“The recent bombing at the Marriot Hotel in Jakarta sends a clear message to the
region including Australia that terrorism is likely to remain a threat for the foreseeable
future,” Mr Shanks said.




About QRSciences

QRSciences is based in Perth, Western Australia and specialises in commercially focused
physical sciences R&D. The company is a world leader in QR applications, a next generation
technology that uses radio frequency spectroscopy techniques to identify and detect
molecular structures. Applications for the technology include explosive and narcotic detection,
protection of secure buildings, pharmaceutical quality control and assurance, lab
instrumentation and environmental science applications. Clearwater Group Limited
(ASX.CLE) holds a 51% controlling interest in QRSciences Limited.

About Norman Shanks

Norman Shanks is recognised as one of the world's foremost experts in aviation security. He
has more than 30 years operational and management experience in civil aviation.

As Airport Security Manager for Heathrow Airport during 1986-1981, he was responsible for
planning and developing the airport security policies, operational and training procedures. He

project managed the research, design development and implementation of a British Airport
Authority (BAA) group wide electronic access control system, designed and implemented the

100% staff and vehicle access screening operation and established the Heathrow specialist
security training and video production units.

During 1991-1996, as Head of Group Security for BAA Plc, he continued to head the BAA
Research and Development into technologies for use in aviation security and piongered the
smart automated checked baggage screening concept; variations on which have become the
de facto standard for many international airports.

Mr Shanks worked on the new Hong Keng International Airport project from 1896-1997,
planning and developing the aviation security systems and operations, he was the lead

specialist operations and security advisor on the integration of the 100% automated checked
baggage screening system, and other airport security systems. Visit: www.nsai.co.uk

For further information, please contact:
Norman Shanks
QRSciences Limited

Tel: +61 8 9351 1200

Media Enguiries
Warrick Hazeldine Porter Novelli Tel: +61 8 3986 1233 Mob: 0417 944 616

Visit: www.grsciences.com
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GROUP Limited
Joint ASX and Media Announcement

8 August 2003
Clearwaterto change name to

QRSciences Holdings Limited

Clearwater Group Limited announced today that it will propose to shareholders at
an Extraordinary General Meeting in September a name change to QRSciences’
Holdings Limited. The proposed new stock code is “QRS™.

“Our primary focus for quite some time at both a corporate and operational leve] has
been QRSciences. The name change reflects our commitment to the QRSciences’
business and our resolve to send a clear message to the market on our fiture
direction” said Clearwater Director Mr. Rob Orr.

“We are currently focused on several key contracts and development projects that will
underpin revenue for the company moving forward and we continue to be excited by
the long term prospects for the business” added Mr. Orr.

About Clearwater

Clearwater holds a 51% controlling interest in QRSciences Limited. QRSciences is
based in Perth, Western Australia and specialises in commercially focused physical
sciences R&D. The company is a world leader in Quadrupole Resonance (QR)
applications, a next generation technology that uses radio frequency spectroscopy
techniques to identify and detect molecular structures. QR is closely related to
Magnetic Resonance Imaging (MRI) which is widely employed in industry and the
medical profession. Applications for the technology include explosive and narcotic
detection, pharmaceutical quality control and assurance, lab instrumentation and
environmental science applications.

For turther information, please contact:

Clearwater Group Limited

Tel: 08 9265 0020 Email: infolclearwatergroup.com.au

Porter Novelli

Tel: 08 9386 1233 Email: whazeldine(@ wa.porternovelli.com.au

622




-
Co

IRV

ClLEARWATER

GRECGUPR Eimited

ASX LODGEMENT COVER PAGE

Company: CLEARWATERGROUP LIMITED
Code: CLE

HOMEX: Perth

Document Date:08/08/03

Document Ref (Clearwater Reference): 119
Release Time: Immediate

Subject: Change of Directors interest

623




Appendix 3Y
Change of Director’s Interest Notice

Rule 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

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

atrodueed 30720601,

Name of entity : CLEARWATER GROUP LIMITED

ABN: 27 005 259 875

We (the entity) give ASX the following information under listing rule 3.J9A.2 and as agent for the director for the
purposes of section 205G of the Corporations Act.

Name of Director Kevin Lee Russeth
Date of fast notice 26 February 2003

Part 1 - Change of director’s relevant interests in securities
In the case of a trusi, this includes interesis in the trust made availuble by the responsible eniity of the st

Direct or indirect interest Direct and indirect

Nature of indirect interest Holding Company with relevant interest
{including registered holder)

Note: Provide details of the circumstances giving rise o the
relevant interest

Date of change I August 2003

No. of securities held prior to change Indirect- 779,440 Fully paid Ordinary shares.
Direct- 260,000 Fully paid Ordinary shares.
Indirect- 545,000 Options exercise price 20
cents expiry date 12 January 2005.

Direct- 500,000 Options exercise price 20
cents expiry date 12 January 2005.

Direet- 1,250,000 Options exercise price 40
cents expiry date 12 January 2006.

Direct- 1,250,000 Options exercise price 60
cents expiry date 12 January 2006.

Direct- 1,250,000 Options exercise price
81.00 expiry date 12 January 2006.

Class Fully paid ordinary
Options to_acguire Fully paid Ordinary

+ See chapter 19 for defined terms.

Appendix 3Y Page 2 30:972001
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Appendix 3Y
Change of Director’s Interest Notice

Notz: If consideration is non-cash, provide detsils and
estimated valuation

Number acquired
Indirect- 340,025 Fully paid Ordinary shares.
Direct- 152,000 Fully paid Ordinary shares
Number disposed Indirect- 545,000 Options exercise price 20
cents expiry date 12 January 2005.
Direct- 500,000 Options excrcise price 20
cents expiry date 12 January 2005.
Value/Consideration

20 cents per ordinary share acquisition and 9
cents for disposal of options

No. of securities held after change

Indirect-1,119,465 Fully paid Ordinary shares.
Direct- 412,000 Fully paid Ordinary shares.
Direct- 1,250,000 Options exercise price 40
cents expiry date 12 January 2006.

Direct- 1,250,000 Options exercise price 60
cents expiry date 12 January 2006.

Direct- 1,250,000 Options exercise price
$1.00 expiry date 12 January 2006.

Nature of change

Example: on-market trade, off-market trade, exercise of
options, issue of securities under dividend reinvestment plan,
participation in buy-back

On market trade.

Part 2 - Change of director’s interests in contracts

Detail of contract Nil

Nature of interest

Name of registered holder
(if issued securities)

Date of change

+ See chapter 19 for defined terms.

3092001

Appendix 3Y Page 3



Appendix 3Y
Change of Director’s Interest Notice

No. and class of securities to which
interest related prior to change

Note: Details are only required for a contract
in relation to which the imerest has changed

Interest acquired

Interest disposed

Value/Consideration

Note: If cansideration is non-cash, provide
details and an estimated valuation

Interest after change

-+ See chapter 19 for defined terms.

Appendix 3Y Page 4

30:972001
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Appendix 3B
New issue announcement

ASX LODGEMENT COVER PAGE

Company: CLEARWATER GROUP LIMITED
Code: CLE
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Document Date: 8/08/03

Document Ref : 118

Release Time: immediate

Title: Appendix 3B

-+ See chapter 19 for defined terms.

11/372002

Appendix 3B Page |
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Appendix 3B
New issue announcement

Rule 2.7, 3.70.3,3.10.4, 3.10.5

Appendix 3B

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

Information or decuments not availeble now must be given 10 ASX as soon as avaifuble.  Information and

docwments given to ASX become ASX's property and may be made public.

Introduced /246, Origin: Appendix 5. Amended 177798, 1,999 1/7:2000, 307972001, 1173:2602

Name of entity

'LEARWATER GROUP LIMITED

ABN
27 009 259 876

We {the entity) give ASX the following information.

Part 1 - All issues

You anust complete the retevant sections (attach sheets if there is not enough space).

1 *Class of *securities issued or to be | Fully paid ordinary shares
issued

2 Number of *securities issucd or fo be | 6,536,078 Fully paid ordinary shares
wssued (if known) or maxinmium number
which may be issued

3 Principal terms of the *securities (cg, if | Fully paid ordinary shares
options, exercise price and expiry datc; if
patly paid “sccunties, thc amount
outstanding and due dates for payment;
if *convertible securitics, the conversion
price and dates for conversion)

-+ See chapter 19 for defined terms.

Appendix 3B Page 2

11/3/2002
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Appendix 3B

New issue anpouncement

6

Do the *sccunties m@nk cqually in aft
respects from the dite of allotment with
an existing “class of quoted *securities?

If the additional securities do not rank

cqually, please state:

e the date from which they do

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

« the extent to which they do not rank
cqually, other than in relation to the
next dividend, distribution or intercst
payment

Issue price or consideration

Purpose of the issue

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

Dawes of entering  *securities  into
uncertificated holdings or despatch of
certificates

Number and  *class of all “sccuritics
guoted on  ASX  (inchuling the
securitics in clause 2 if applicable)

Yes

Working Capital

11 August 2003

Number

*Class

97,672,607

21,160,000

11,026,053

Fully paid ordinary
shares

20 cent options 12
January 2005
expiry

40 cent options 12
January 2006

expiry

-+ See chapter 19 for defined terms.

F1/372002

Appendix 3B Page 3




Appendix 3B

New issue announcement

Y Number and *class of all *sccuritics
not quoted on ASX (including the
securitics in clause 2 if applicable)

10 Dividend policy (in the case of a trust,
distribution policy} on the increased
capital (interests)

Part 2 - Bonus issue or pro

1 [s security holder approval required?

12 Is the issuc renounccabic or non-
renounceable?

13 Ratio in which the *sccurities will be

offaed

14 *Class of *securities to which the offer
relaes

15 *Record date to determine entitlements

16 Wil holdings on different registers {or
subregisters)  be  aggregated  for
calculating entitlenents?

17 Policy for deciding enttlements in
relation to fractions

Number *Class

12,822,665 Fully paid ordinary
shares

2,909,533 40 cent options 12
January 2006
eXpIry

3,000,000 60 cent options 12
January 2006
EXpIry

3,000,000 $1.00 options 12
January 2006
EXpiry

Not applicable

rata issue

+ See chapter 19 for defined tarms.

Appendix 3B Page 4

117372002
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Appendix 3B
New issue announcement

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

Note: Security holders must be tald how their
entiticimenis are (0 be dealt witl.

Cross reference: rule 3.7

19 Closing date for receipt of acceptances
or renwciations

+ See chapter 19 for defined terms.

114372002

Appendix 38 Page 3
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Appendix 3B
New issue announcement

20

21

2

23

24

25

26

27

28

20

30

3

Names of any underwriters

Amount of any underwitting fee or
commission

Naines of any brokers to the issuc

Fec or commission payable fo the
broker to the issue

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

If the issue is contingent on Fsecurity
holders® approval, the date of the
meeting

Datc entitlement and acceptance form
and prospectus or Product Disclosure
Statement will be sent W persons
cntitled

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

Datc uvghts wading will begin (if
applicable)

Datc rights wvading will end (if
applicable)

How do *security holders sell their
cntitlements in fid tuwough a broker?

How do ‘*sccurity holders sell part of
their entitlements through a broker and
accept for the balance?

How do *sccurity holders dispose of’
ther entitlements  (except by  sale

+ Sce chapter 19 for defined terms.

Appendix 3B Page 6

117372002
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Appendix 3B
New issue annpouncemernt

thiough a broker)? [ ]

13 *Despatch date

Part 3 - Quotation of securities

You reed only complete this section if vou are applying for quotation of securities

34 Type of securitics
(zick one)

(a) & Securities described m Part 1

(b) D All other securitics

Example: restricted seeurities at the end of the escrowed period, pertly paid securities that become fully peid. employee
incentive share securities when restriction ends, securities issued on expiry or conversion of tonvertible securities

Entities that have ticked box 34(a)

Additienal securities forming a new class of securities
(If the addditional securities do not jorm a new cluss, go 10 43)

Tick 10 indicate you are providing the information or
documents

35 & Ifthe *sccuritics are “cquity securitics, the names of the 20 largest holders of the additional
“securities, and the number and pereentage of additional *seeurities held by these holders

36 & Ifthe *sccurities are "equity securitics, a distribution schedule of the additional ~securities setting
out the number of holders in the categories
1- 1,600
1,001 - 3,000
5,001 - 10,000
10,601 - 160,000
100,001 and over

37 D A copy of any trust deed for the additional *securities

{row go to 43)

+ See chapter 19 for defined terms.

11/372002 Appendix 3B Page 7
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Appendix 3B
New issue announcement

Entities that have ticked box 34(b)

38

40

41

42

Number  of  securitics  for  which
*quotation is sought

Class of "securities for which guotation

is sought

Do the “sccurities rank cqually in all
respects fiom the date of allotment with
an ousting “class of quoted *sceurities?

If the additional sceuritics do not rank

equally, pleasce state:

o the date from which they do

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

o the exient to which they do not rank
cqually, other than in relation to the
next dividend, distribution or biterest
payment

Reason for request for quotation now

Example: In the ease of restricted securitics, end of
restriction periad

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

Number and *class of all *sccuritics
quoted on ASX (inchuding the securities
n clause 38)

(now go to 43)

Number

+*Class

+ See chapter 19 for defined terms.

Appendix 3B Page 8

11/372002
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Appendix 3B
New issue anpouncement

All entities

Fees

43 Payment method (tick one)

& Cheque attached

D Electronic payment made

Note: Payinent may be made clecrronically if Appendix 3B is given 1o ASX electronicatly ni the same lime.
D Periodic paymient as agreed with the home branch has been arranged
Nole: Arrangements can be made (or employee incentive schemes that invalve frequent issues of securities,
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 “secunities to be quoted complies with the taw 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 need to obtain spproprinte worranties from subscribers for the securities in order
to be able w give this warranty

. Section 724 or section 1016E of the Corporations Act does not apply o any
applications received by us in relation to any *sccurities 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 a trust, we warrant that no person has the right to return the
*securities to be quoted under section 1019B of the Corporations Act at the
time that we request that the “securities be quoted.

-+ See chapter 19 for defined terms.

117372002 Appendix 3B Page 9
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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

mformation 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: Date: 8/08/03
(Director/Company secretary)

Print name: ROD OIT e

-+ See chapter 19 for defined terms.

Appendix 3B Page 10 114372002
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GROGUP Limited

Joint ASX and Media Announcement

7 August 2003

BTG International takes equity positionin Clearwater

Clearwater and QRSciences (“QRS”) have entered into an agreement with UK based
BTG International Limited ("BTG") to vary the terms of the license agreement
between QRS and BTG in light of the Company's increased shareholding in QRS.
Additionally, the Company has negotiated more favourable license terms for QRS in
an effort to protect and better secure the position of the QRS shareholders. In
consideration for this agreement the Company will issue 5,300,000 Clearwater (CLE)
shares to BTG at an issue price of 20 cents. The share issue is subject to certain terms
and conditions including shareholder approval.

“This move further solidifies the QRSciences/ BTG relationship and is another
positive step in the process to commercialise a new and innovative technology.” said
Clearwater Director Mr. Kevin Russeth.

About BTG

BTG is the successor company of the National Research Development Corporation
and National Enterprise Board of the UK government. BTG operates from offices
in Europe, North America and Japan and is a world leader in the commercialization
of novel technologies. BTG adds value for its partners by developing global patent
strategies, maximising routes to market, creating deal structure, drawing on
worldwide resources and acting as an incubator for start- up technology comp anies.

The BTG group holds over 4,700 patents and applications for patents covering
approximately 300 technology families including Medical Engineering,
Semiconductors, Medical Devices, Digposables & Drug Delivery; Oncology,
Engineenng and Materials; Immunology and Infectious Diseases and
Telecommunications and have commercialised major innovations such as Magnetic
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Resonance Imaging (MRI), Cephalosporin antibiotics, Disposable Contact
Lenses, Interferons and the Hovercraft.

BTG is listed on the London Stock Exchange (BGC)

For further informationon BTG visit their website: http://www bteplc.com

About Clearwater

Clearwater holds a 51% controlling interest in QRSciences Limited. QRSciences is
based in Perth, Western Australia and specialises in commercially focused physical
sciences R&D. The company is a world leader in Quadrupole Resonance (QR)
applications, a next generation technology that uses radio frequency spectroscopy
techniques to identify and detect molecular structures. QR is closely related to
Magnetic Resonance Imaging (MRI) which is widely employed in industry and the
medical profession. Applications for the technology include explosive and narcotic
detection, pharmaceutical quality control and assurance, lab instrumentation and
environmental science applications.

For further information, please contact:

Clearwater Group Limited: tel 08 9265 0020
Email: info@clearwatergroup.com.au

Porter Novelli: Mr. Warrick Hazeldine tel 0% 9386-1233
Email: whazeldine@wa.porternovelli.com.au
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+ See chapter 19 for defined terms.
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Appendix 4C
Quarterly report for entities
admitted on the basis of commitments

Rule 4.75
Appendix 4C
Quarterly report
for entities admitted
on the basis of commitments
Introduced 38732000, Amended 30972001
Name of entity
Clearwater Group limited
ABN Quarter ended (“current quarter™)
27 009 259 876 30 June 2003
Consolidated statement of cash flows
Current quarter Year to date (12months)
Cash flows related to operating activities $SA’000 SAT000
1.1 Receipts from customers 318 318
1.2 Payments for (a) staff costs (628) (1733)
(b) advertising and marketing - -
(c) research and development (786) (2166)
(d) leased assets - -
{¢) other working capital (157 (433)
13 Dividends recetved - -
1.4 Interest and other iteras of a similar nature received
- 23
1.5 Interest and other costs of finance paid (46) én
1.6 Income texes paid - -
1.7 Other (provide details if material) - -
Net operating cash flows (1,299) (4,042)

-+ See chapter 19 for defined terms.

Appendix 4C Page 2 307972001




Appendix 4C
Quarterly report for entities

admitted on the basis of commitments

Current quarter Year to date (12months)
A 000 SA'000
1.8 Net operating cash flows (carried forward) (1,299) (4,042)
Cash flows related to investing activities
1.9 Payment for acquisition of:
{a)} busincsses (item 5) - -
(b) equity investments - (100
(¢} Intellectual property
{d) Physical non-current | - -
assets
{e} other non—current @) 29)
assets
1.10 Proceeds fiom disposal of:
(a} businesses (item 5) - -
(b) equity investments - -
(c) intellectual property
(d) physical non-current | - -
assets
(¢) other non-current - -
asscts
1.1 Loans fo other entities - {1255
1.12 Loans repaid by other entities - -
113 Other (provide detatls if mateniaf) - -
Net investing cash flows (9 {1.384)
1.14 ‘Total operating and investing cash flows (1,308) (5.426)
Cash flows related to financing activities
1.15 Proceeds from issues of shares, options, ete. 367 5,379
1.16 Proceeds from sale of forfeited shares - -
1.17 Proceeds from borrowings 3,800
1.18 Repayment of borrowings - -
1.19 Dividends paid - -
1.20 Other (provide details if matenial) - -
9176
Net financing cash flows 367 W79
Net increase (decrease) in cash held (941} 3,753
1.21 Cash at beginning of quarter/year to date 5,163 420
22 other adjustments 49
3972
1.23 Cash at end of guarter 4.222 4222
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+ See chapter 19 for defined terms.

30:9/2001

Appendix 4C Page 3




643

Appendix 4C
Quarterly report for entities
admitted on the basis of commitments

Payments to directors of the entity and associates of the directors

Payments to related entities of the entity and associates of the related entities

Current quarter
$A'000
1.24 Aggregate amount of payments to the parties included in ifem 1.2 Nil
1.25 Aggregate amount of loans to the parties included in ftem 1.11 Nif
1.26 Explanation necessary for an understanding of the transactions
Non-cash financing and investing activities
2.1 Details of financing and investing wansactions which have had a material dfect on consolidated assets and
liabilitics but did not involve cash flows
22 Details of outlays made by other entities to establish or increasc their share in businesses in which the reporting

entity has an interest

Financing facilities available
Add notes as necessary Jor an understanding of the pusition. (Sex AASB 1026 paragraph 12.2).

Amount availablc Amount used
SAO00 $A000
3.1 Loan faciities - -

32 Credit standby arrangements - -

+ Sec chapter 19 for defined terms.
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Appendix 4C
Quarterly report for entities

admitted on the basis of commitments

Reconciliation of cash

Reconciliation of cash at the end of the quarter {as shown in | Current quarter Previous quarter
the consolidated statement of cash flows) to the related tems | $A°000 $A°000
in the accounts is as follows.
4.1 Cash on hand and at bank 4,222 5,163
42 Deposits at call ) )
4.3 [3ank overdraft.
44  Other (orovide details) ) )
Total: cash at end of quarter (item 1.22) a2 5163

Acquisitions and disposals of business entities

5.1
5.2

53

54

Compliance statement

1

Name of entity

Place of incorporation or
registration

Consideration for
acquisition or disposal
Total net assets

Naturc of busincss

Acquisitions Disposals
(Irem 1.9(w) fltem 1.10(a))

This statement has been prepared under accounting policies which comply with accounting
standards as defined in the Corporations Act (except (o the extent that information is not required
because of note 2) or other standards acceptable to ASX.

This statement does give a true and fair view of the matters disclosed.

Sign here:

Date:  31/07/03

{Company secretary)

Print name: Rob Orr
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Quarterly report for entities
admitted on the basis of commitmeants

Notes

L. The gquarterly report provides a basis for informing the market how the entity’s activities have
been financed for the past quarter and the effect on its cash position. An entity wanting to
disclose additional information is encouraged to do so, in a note or notes attached to this report.

2. The definitions in, and provisions of, A4ASB 1026: Statement of Cash Flows apply to this
report except for the paragraphs of the Standard set out below.

. 6.2 - reconciliation of cash flows arising from operating activities to
operating profit or loss
. 92 - iternised disclosure relating to acquisitions
. 9.4 - itemised disclosure relating to disposals
. 12.1(a) - policy for classification of cash items
) 123 - disclosure of restrictions on use of cash
J 13.1 - comparative information
3. Accounting Standards. ASX will accept, for example, the use of International Accounting

Standards for foreign entities. If the standards used do not address a topic, the Australian
standard on that topic {(if any) must be complied with.

+ See chapter 19 for defined terms.
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ASX Code: CLE

HOMEX: Perth

Document Date:23/07/03

Document Ref (CLE Reference): 115

Release Time: immediate

Subject: Clearwater closes $2 million capital raising
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CLEARWATER

GROUF Limited

Joint ASX and Media Announcement

23 July 2003

Clearwater closes capital raising

Clearwater Group Limited (ASX: CLE) announced today that it raised via placement and
partial call of its convertible note facility approximately 2 million dollars. The securities
were placed withinstitutions, fund managers and sophisticated investors.

Clearwater Director Mr Kevin Russeth commented that “the details of the placement
were finalised Wednesday moming and the offer was closed later the same day. As you
can imagine we were pleasantly surprised with the speed of the take-up™.

The Company plans to use these funds for ongoing working capital requirements.
About Clearwater

Clearwater holds a 51% controlling interest in QRSciences Limited. QR Sciences is based
in Perth, Western Australia and specialises in commercially focused physical sciences
R&D. The company is a world leader in Quadrupole Resonance (QR) applications, a next
generation technology that uses radio frequency spectroscopy techniques to identify and
detect molecular structures. QR is closely related to Magnetic Resonance Imaging (MR1)
which is widely employed in industry and the medical profession. Applications for the
technology include explosive and narcotic detection, pharmaceutical quality control and
assurance, lab instrumentation and environmental science applications.

Yor further information, please contact:
Clearwater Group Limited
Tel: 08 9265 0020 Email: info(iclearwatergroup.com.au
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CLEARWATER
GROUP Limited
Joint ASX and Media Announcement

15 July 2003

Clearwater sweeps up QRSciences Options

Clearwater Group Limited (ASX: CLE) announced today that it has purchased 4,000,000
options in QRSciences Ltd fortifying its holding in the Perth based advanced technology
company. The purchase covers approximately 30% of the outstanding options and ups
Clearwater’s hold on the option register to 72%.

Clearwater Director Mr. Kevin Russethsaid that the purchase achieves several
objectives:

e it seals our control over the option register

o further leverages Clearwater to participate in the growth of QRSciences

¢ complements our existing 51% shareholding

e sends a message to the market with respect to Clearwater’s view on the longer
term proposition for QRSciences.

“We are very encouraged by the interest QRSciences is receiving from the US and
Europe and looking forward to an even closer relationship with the company as time
progresses and our shareholding grows” said Mr. Russeth.

About QRSciences

QRSciences based in Perth, Western Australia specialises in commercially focused
physical sciences R&D. The company is a world leader in Quadrupole Resonance (QR)
applications, a next generation technology that uses radio frequency spectroscopy
techniques to idertify and detect molecular structures. QR is closely related to Magnetic
Resonance Imaging (MRI) which is widely employed in industry and the medical
profession. Applications for the technology include explosive and narcotic detection,
pharmaceutical quality control and assurance, lab instrumentation and environmental
science applications.

For further information, please contact:
Clearwater Group Limited
Tel: 08 9265 0020 Email: info@eclearwatergroup.com.au
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CLEARWATER
GROUP Limited
Joint ASX and Media Announcement

14 July 2003

Clearwater Group Limited increases
shareholding in QRSciences to 51%

Clearwater Group Limited (ASX: CLE) today announced it had increased its
shareholding in QR Sciences Ltd from 48% to 51% cementing control in the
advanced technology company.

Clearwater Director Mr. Kevin Russeth said that Clearwater was pleased to increase
its investment in QRSciences and reiterated that it will continue to provide management
and financial support to QRSciences as it progresses along the path to commercialisation

“We are pleased with the commercial progress and development of the technology and
fully supportive of the QRSciences’ Board and its direction for the company™ said Mr.
Russeth.

About QRSciences

QRSciences based in Perth, Western Australia specialises in commercially focused
physical sciences R&D. The company is a world leader in Quadrupole Resonance (QR)
applications, a next generation technology that uses radio frequency spectroscopy
techniques to identify and detect molecular structures. QR is closely related to Magnetic
Resonance Imaging (MRI) which is widely employed in industry and the medical
profession. Applications for the technology include explosive and narcotic detection,
pharmaceutical quality control and assurance, lab instrumentation and environmental
science applications.

For further information, please contact:

Clearwater Group Limited

Tel: 08 9265 0020

Email: info(@clearwatergroup.com.au

Issued by Warrick Hazeldine Porter Novelli Tel: 61 8 9386 1233 or 0417 944 616
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o,

CLEARWATER

CGRECOUP Limitred

7th July 2003

Company Announcement Office
Australian Stock Exchange Limited
4th Floor, 20 Bridge Street

Sydney NSW

CLEARWATER GROUP LIMITED
(ASX: CLE)

Dear Sir

In accordance with ASX Listing Rule 3.10A we hereby advise that the following ordinary
shares which were issued on the 17 January 2003 in relation to the acquisition through
takeover offer of shares in QR Sciences Limited will be released from escrow on 17 July
2003.

7,771,053 fully paid ordinary shares.

We also confirm that the following options will be released from voluntary escrow on 17 July
2003.

3,100,000 options exercisable at 40 cent expiring 12 January 2006.

Should you have any gueries with the above, please do not hesitate to contact Mr Rob Orr.
Yours Sincerely

Rob Orr

Director/Company Secretary

Clearwater Group Limited
Tel: +61 8 9265 0020




