CANN

GROUP LIMITED

27 November 2023

ASX Market Announcements Office
ASX Limited

Level 4, North Tower

Rialto Building

525 Collins Street

Melbourne VIC 3000

Attention: Ms Melissa Kostopoulos

Dear Melissa
CLEANSING NOTICE - ISSUE OF CONVERTIBLE SECURITIES

This cleansing notice (Cleansing Notice) is given by Cann Group Limited (Company) under
section 708A(12C)(e) of the Corporations Act 2001 (Cth) (Corporations Act) as modified by
ASIC Corporations (Sale Offers: Securities Issued on Conversion of Convertible Notes)
Instrument 2016/82.

The Company hereby confirms that:

(a) the convertible notes described below will be issued without disclosure to an
investor under Part 6D.2 of the Corporations Act; and

(b) this Cleansing Notice has been given in accordance with section 708A(12C)(e)
of the Corporations Act.

The issue of this Cleansing Notice enables the fully paid ordinary shares in the capital of the
Company (Shares) issued on the conversion of the convertible notes issued by the Company
on the terms described below, to be on-sold to retail investors without further disclosure.

This Cleansing Notice is important and should be read in its entirety.

1. BACKGROUND
1.1 Convertible Securities Agreement

As announced on 21 November 2023, the Company has entered into a convertible securities
agreement (Convertible Securities Agreement) with Obsidian Global GP, LLC (Obsidian),
a United States based investment group, to provide the Company with funding of up to a total
of A$15 million.

The Company and Obsidian have agreed that, the first tranche of funding, being A$2 million,
will be provided shortly to the Company in exchange for the issue of 1,322,200 convertible
notes (each with a face value of US$1.15) (Tranche 1 Notes).
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Under the Convertible Securities Agreement, the Company may request additional
drawdowns of up to a further A$13 million, in exchange for the issue of further convertible
notes to Obsidian (each with a face value of US$1.15). The number of additional convertible
notes to be issued under additional drawdowns will be determined by the size of the additional
drawdowns and the prevailing USD/AUD exchange rates at the relevant time, but based
on the same formula as applied to the Tranche 1 Notes would equate to up to a further
8.59 million convertible notes.

For further information in relation to the Convertible Securities Agreement, please refer to the
Company announcement dated 21 November 2023.

A summary of the rights, privileges and restrictions attaching to the Tranche 1 Notes is set out
in Schedule 1 of this Cleansing Notice.

2. CONTENTS OF THIS CLEANSING NOTICE
This Cleansing Notice sets out the following:
(a) in relation to the Tranche 1 Notes:

(i) the effect of the issue on the Company;
(i)  asummary of the rights and liabilities attaching to the Tranche 1 Notes; and
(i)  asummary of the rights and liabilities attaching to the Shares that will be issued on
the conversion of the Tranche 1 Notes; and

(b) any information that:

(i)  bhas been excluded from continuous disclosure notices in accordance with the ASX
Listing Rules; and
(i)  is information that investors and their professional advisors would reasonably
require for the purpose of making an informed assessment of:
A. the assets and liabilities, financial position and performance, profits
and losses and prospects of the Company; and
B. the rights and liabilities attaching to the Shares; and
(i) other information relating to the Company’s status as a disclosing entity.

3. THE EFFECT OF THE ISSUE ON THE COMPANY
3.1 Effect of the issue on the Company

The principal effect of the issue of the Tranche 1 Notes on the Company will be:

(a) increase the Company’s cash reserves by A$2 million (before costs associated with the
Tranche 1 Notes);

(b) an increase of the number of unquoted convertible notes on issue to 1,322,200.

(c) the Company having a liability for the aggregate maximum redemption amount of the
Tranche 1 Notes (being 105% of face value, in aggregate US$1.59 million (currently
equivalent to A$2.4 million) (Redemption Amount); and

(d) if the Tranche 1 Notes are converted at the lowest possible conversion price, a maximum
increase in the number of fully paid ordinary shares in the capital of the Company (Shares)
on issue from 432,985,102 to 466,004,085.
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Shares on issue at 27 November 2023 432,985,102
Commitment shares — Second Tranche 985,286 1

Maximum shares issued on conversion of notes 34,696,095
Total shares on issue 468,666,483

1 The actual number of Second Tranche of the Commitment Shares will be determined by reference to the prevailing VWAP
prior to the time the Company is required to issue that tranche.

3.2 Pro-forma Consolidated Statement of Financial Position

To illustrate the effect of the issue of the Tranche 1 Notes on the Company, a pro-forma
Consolidated Statement of Financial Position (Pro-forma Accounts), which is set out below,
has been prepared based on the financial position of the Company’s 30 June 2023 audited
accounts.

The Pro-forma Accounts shows the effect of the issue of the Tranche 1 Notes as if they had
been issued on 30 June 2023, and no other transactions, in addition to the issue of the Tranche
1 Notes, have occurred.

The accounting policies adopted in the preparation of the Pro-forma Accounts are the same
as those used in the preparation of the 30 June 2023 audited Financial Accounts. The
historical and Pro-forma Accounts are presented in an abbreviated form, insofar as they don’t
include all of the disclosures required by Australian Accounting Standards applicable to Full-
Year Financial Statements. The Pro-forma Accounts have not been subjected to independent
audit or review.

The Pro-forma Accounts have been prepared to provide investors with information on the
assets and liabilities of the Company and pro-forma assets and liabilities on the basis that the
issue of the Tranche 1 Notes were issued on 30 June 2023. The Company advises that the
Pro-forma Accounts does not reflect the current financial position of the Company as at the
date of this Cleansing Notice, and that the information is provided for illustrative purposes only.
The Pro-forma Accounts show the impact that the issue of the Tranche 1 Notes and associated
securities would have had on the Company’s financial position as at 30 June 2023, if these
securities were issued on that date, taking into account the following transaction:

(a) The issue of the Tranche 1 Notes to Obsidian for the investment of A$2.0 million in cash,
but with a Face Value of US$1.59 million;

(b) The costs of the issue of the Tranche 1 Notes of A$120,000;
(c) The issue of 985,286 Shares (First Tranche of Commitment Shares) for nil consideration;
(d) The issue of 3,333,333 Shares (Placement Shares); and

(e) The issue of 2,662,398 Shares (Broker Shares).
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Adjustment for

issue of
30 June 2023 Tranche 1 30 June 2023

Actual Notes Proforma

000'$ 000'$ 000'$
Current Assets
Cash and cash equivalents 765 1880 2645
Other current assets 20437 20437
Total Current Assets 21202 1880 23082
Non-Current Assets
Total Non-Current Assets 108264 108264
TOTAL ASSETS 129466 1880 131346
Current Liabilities
Other current liabilities 24395 24395
Total Current Liabilities 24395 0 24395
Non-Current Liabilities
Financial liabilities through the profit and
loss 0 2414 2414
Total Non-Current Liabilities 45810 45810
TOTAL LIABILITIES 70205 2414 72619
NET ASSETS 59261 -534 58727
Equity
Issued capital 177368 787 178155
Other reserves 123 123
Accumulated losses -118230 -1321 -119551
TOTAL EQUITY 59261 -534 58727

3.3 Potential effect on capital structure

(a) As at the date of this Cleansing Notice, the total number of issued Shares is 432,985,102
(after the issue of Shares noted above).

(b) The capital structure of the Company will be affected by the conversion of Tranche 1 Notes
by the Noteholder.

(c) Subject to limits on the conversion under the Convertible Securities Agreement, the
Tranche 1 Notes can be at the election of Obsidian, converted into Shares (at the
applicable conversion price) at any time after their issue and prior to 18 months from the
date of issue of the Tranche 1 Notes (the Maturity Date).

(d) Further the Tranche 1 Notes
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(i) may be redeemed at the election of Obsidian, if the Company undertakes a fund
raising in excess of A$2.5 million, up to a maximum of 20% of those funds raised
(in which case the Redemption Amount will be reduced to 100% of the Face Value);

(i)  may be redeemed at the election of the Company (in amounts of not less than
A$500,000) at any time before the Maturity Date (subject to Obsidian not seeking
to convert the same); or

(i)  must be redeemed by the Company at the Maturity Date.

(e) The effect on the capital structure of the Company upon (1) issue and (2) conversion of
the Tranche 1 Notes is as follows:

Upon issue
Convertible notes on issue at the date of this Cleansing Notice Nil
Tranche 1 notes to be issued under the Convertible Securities 1,322,200
Agreement
Total convertible notes on issue following issue of the 1,322,200

Tranche 1 Notes under the Convertible Securities Agreement

Upon Conversion

Shares on issue at the date of the Cleansing Notice 432,985,102

Shares issued upon conversion of the Tranche 1 Notes @ 34,696,095

Total shares on issue following conversion of the Tranche
1 notes
Note 1: This assumes that all the Tranche 1 Notes are converted at the lowest possible Conversion Price. The

actual number of Shares to be issued on conversion will be calculated in accordance with the conversion formula
for the Tranche 1 Notes, as detailed in Schedule 1.

467,681,197

4. RIGHTS AND LIABILITIES ATTACHING TO SHARES ISSUED ON CONVERSION OF
THE TRANCHE 1 NOTES

The Shares issued to the Noteholder on the conversion of the Tranche 1 Notes under the
Convertible Securities Agreement will rank equally in all respects with all of the Company’s
existing Shares.

Under the Convertible Securities Agreement, the Company is required to apply to ASX for
guotation of the Shares issued on conversion of any Tranche 1 Notes.

Full details of the rights and liabilities attaching to Shares are set out in the Company’s

constitution, a copy of which can be inspected free of charge, at the Company’s registered
office during normal business hours.
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The following is a broad summary of the rights, privileges and restrictions attaching to all
Shares. This summary is not exhaustive and does not constitute a definitive statement of the
rights and liabilities of Shareholders.

(@)

(b)

(c)

(d)

General meetings

Directors may call a meeting of Shareholders whenever they think fit, by Board
resolution. Shareholders may call a meeting as provided by the Corporations Act. All
Shareholders are entitled to a notice of meeting.

A meeting may be held in two or more places linked together by audio-visual
communication devices. A quorum for a meeting of Shareholders is three eligible
voters.

The Company will hold annual general meetings in accordance with the Corporations
Act and the ASX Listing Rules.

Shareholders are entitled to be present in person, or by proxy, attorney or
representative (in the case of a company) to speak and to vote at general meetings of
the Company.

Voting rights

Subject to any rights or restrictions at the time being attached to any class or classes
of shares, at a general meeting of the Company on a show of hands, every
Shareholder present in person, or by proxy, attorney or representative (in the case of
a company) has one vote and upon a poll, every Shareholder present in person, or by
proxy, attorney or representative (in the case of a company) has one vote for any Share
held by the Shareholder and a fraction of a vote (for the amount paid) for every partly
paid Share.

A poll may be demanded by the chairperson of the meeting, any five Shareholders
entitled to vote in person or by proxy, attorney or representative or by any one or more
Shareholders holding not less than 5% of the total voting rights of all Shareholders
having the right to vote.

Dividends

The Directors may, in accordance with the Corporations Act, declare and authorise the
distribution from the profits of the Company, dividends to be distributed to
Shareholders according to their rights and interests attaching to the shares. The
Directors may, before declaring any dividend, set aside reserves out of the profits of
the Company which at the Directors' discretion may be used in the business of the
Company or be invested in such investments as the Directors think fit. Except to the
extent that the terms of issue of shares provide otherwise, each dividend must be
distributed according to the amount paid up on the Share in a manner calculated in
accordance with the Constitution.

Transfer of Shares
Generally, Shares are freely transferable, subject to formal requirements and the
relevant settlement rules of the ASX, and to the registration of the transfer not resulting in

a contravention of or failure to observe the provisions of a law of Australia.

Where the Shares are classified by the ASX as 'Restricted Securities' certain
restrictions on transfer will also apply.
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(f)

(9)

(h)

(i)

Winding-up

If the Company is wound up, the liquidator may, with the sanction of a special
resolution of the Company, divide among the Shareholders in kind the whole or any
part of the property of the Company and may for that purpose set such value as the
liquidator considers fair on any property to be so divided and may determine how the
division is to be carried out as between the Shareholders or different classes of
Shareholders.

The liquidator may, with the sanction of a special resolution of the Company, vest the
whole or any part of any such property in trustees on such trusts for the benefit of the
contributories as the liquidator thinks fit, but so that no Shareholder is compelled to
accept any shares or other securities in respect of which there is any liability.

Directors

The business of the Company is to be managed by or under the direction of the
Directors.

Directors are not required under the Constitution to hold any Shares.

Unless changed by the Company in general meeting, the minimum number of Directors
is three and the maximum is 15. The existing Directors may appoint a new Director to
fill a casual vacancy or as an addition to the Board. Any such Director will hold office
until the conclusion of the next general meeting (at which meeting he or she may be
eligible for election as a Director).

The Constitution contains provisions relating to the rotation and election of directors.
No Director other than the Managing Director may hold office later than the third annual
general meeting after his or her appointment or election, without submitting himself or
herself for re-election.

For a person to be eligible for election as a Director, a nhomination for the office of
Director and the written consent of the proposed director must be received at the
Company’s registered office not later than 35 Business Days before the meeting.

Variation of shares and rights attaching to shares

The rights and privileges attached to any Shares may be varied in accordance with the
requirements of the Corporations Act, and the Company’s share capital may be altered
in any manner permitted by law.

Unmarketable parcels

The Company may procure the disposal of Securities where the member holds
Securities of which the aggregate market value is less than a marketable parcel of

Securities within the meaning of the ASX Listing Rules (i.e., a parcel of Securities with
a market value of less than $500). To invoke this procedure, the Company must first
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give notice to the relevant member holding less than a marketable parcel of Securities
and follow the relevant procedure under the Constitution.

() Share buy backs

The Company may buy-back Shares in itself in accordance with the provisions of the
Corporations Act.

(k) Indemnity and insurance of Officers

Under the Constitution, the Company is obliged, to the extent permitted by law, to
indemnify an officer (including Directors) of the Company against liabilities incurred by
the officer in that capacity, and against costs and expenses incurred by the officer in
defending civil or criminal proceedings; unless the liability arises out of their own
dishonesty, negligence, lack of good faith or breach of duty.

To the extent permitted by law, the Company may also pay the premium on any
insurance policy for any person who is or has been, an officer against a liability incurred
by that person in his or her capacity as an officer of the Company or a subsidiary of
the Company.

() Changes to the Constitution

The Constitution can only be amended in accordance with the requirements of the
Corporations Act.

(m)  Listing Rules

Provided the Company remains admitted to the Official List of the ASX, then despite
anything in the Constitution, no act may be done that is prohibited by the ASX Listing
Rules, and authority is given for acts required to be done by the ASX Listing Rules.
The Constitution will be deemed to comply with the ASX Listing Rules, as amended
from time to time.

5. COMPLIANCE WITH DISCLOSURE OBLIGATIONS

The Company is a “disclosing entity” under the Corporations Act and, as such, is subject to
regular reporting and disclosure obligations under both the Corporations Act and the ASX
Listing Rules.

These obligations require the Company to notify ASX of information about specific events and
matters as they arise. In particular, the Company is obliged to continuously disclose to the
market immediately any information which a reasonable person would expect to have a
material effect on the price or the value of the Shares.

The Company is also required to prepare and lodge with ASIC yearly and half-yearly financial
statements accompanied by a directors’ statement and report, and an audit report or review.
Copies of documents lodged with ASIC in relation to the Company may be obtained from, or
inspected at, an ASIC office.

The Company will provide a copy of each of the following documents, free of charge, to any
person on request:

(a) the annual financial report most recently lodged by the Company with ASIC, being the
financial report of the Company for the year ended 30 June 2023 (Latest Annual Report);

8|Page



(b) any half-year financial report lodged by the Company with ASIC after the lodgment of the
Latest Annual Report and before the lodgment of this Cleansing Notice with ASX; and

(c) any continuous disclosure notices given by the Company to ASX after the lodgment of the
Latest Annual Report and before the lodgment of this Cleansing Notice with ASX.

A list of the continuous disclosure notices given by the Company to ASX after lodgment of the

Latest Annual Report and before the lodgment of this Cleansing Notice with ASX is set out in
the table below.

Date Announcement

28 August 2023 Appendix 4E and Annual Report to shareholders

28 August 2023 Cann releases FY?23 results

28 August 2023 Appendix 4G and Corporate Governance Statement
28 August 2023 Investor Presentation - FY23 results

28 August 2023 Dr Julian Chick appointed as Chair of the Board

29 August 2023 Notice of date of AGM and other relevant dates

1 September 2023
5 September 2023
20 September 2023
21 September 2023
17 October 2023
26 October 2023
26 October 2023
26 October 2023
31 October 2023
15 November 2023
17 November 2023
21 November 2023
21 November 2023
21 November 2023
21 November 2023
21 November 2023
21 November 2023
21 November 2023
21 November 2023
21 November 2023
22 November 2023
22 November 2023
22 November 2023

Application for quotation of securities - CAN

Notification of cessation of securities - CAN

Cann to supply additional flower products to key customer

Notice of Annual General Meeting/Proxy Form

Cann receives $3.484 million R&D Tax incentive rebate

Chairman's and CEQ's addresses to shareholders

Annual General Meeting presentation

Results of Annual General Meeting

Quarterly activities report and Appendix 4C - September 2023

Trading Halt
Voluntary Suspension

Cann Group raises A$2m via Convertible Securities Facility

Reinstatement to Official Quotation

Proposed issue of securities - CAN

Proposed issue of securities - CAN

Proposed issue of securities - CAN

Proposed issue of securities - CAN

Proposed issue of securities - CAN

Application for quotation of securities - CAN

Cleansing notice

Application for quotation of securities - CAN

Application for quotation of securities - CAN

Cleansing Notice
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https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02703117-3A624510?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02703138-3A624516?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02703141-3A624519?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02703152-3A624522?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02703174-3A624527?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02704224-3A624719?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02706831-3A625271?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02707919-3A625464?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02714077-3A626505?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02714521-3A626595?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02726365-3A628533?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02730498-3A629214?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02730500-3A629215?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02730635-3A629253?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02733098-3A629637?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02739991-3A630813?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02741285-3A631028?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02742542-3A631207?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02742543-3A631232?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02742587-3A631245?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02742599-3A631246?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02742606-3A631249?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02742656-3A631255?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02742668-3A631259?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02742974-3A631307?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02742978-3A631309?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02743690-3A631440?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02743694-3A631442?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02743700-3A631443?access_token=83ff96335c2d45a094df02a206a39ff4

6. INFORMATION EXCLUDED FROM CONTINUOUS DISCLOSURE NOTICES

As at the date of this Cleansing Notice, the Company advises that it has fully complied with its
disclosure obligations under the ASX Listing Rules and the Corporations Act, and, in particular,
there is no information which the Company has excluded from any of its continuous disclosure
notices given in accordance with the ASX Listing Rules and the Corporations Act as at the
date of this Cleansing Notice which it would be reasonable for investors and their professional
advisors to require for the purpose of making an informed assessment of:

(a) the assets and liabilities, financial position and performance, profits and losses and
prospects of the Company; and

(b) the rights and liabilities attaching to the Tranche 1 Notes and the Shares.

Authorised for release by the Board of Directors of Cann Group Limited.
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SCHEDULE 1

Summary of the rights, privileges and restrictions attaching to the Tranche 1 Notes

The key terms of the Convertible Securities Facility are set out below:

Commitment
Limit

A$15,000,000

Facility
tranches

First Purchase: A$2,000,000 within five (5) business days after
execution of the Facility (Execution Date).

Subsequent Purchase: Such amount as Obsidian and Cann may agree
in respect of each Subsequent Purchase, provided that the maximum
amount of any Subsequent Purchase is A$3,000,000, and the aggregate
amounts under all Purchases cannot exceed the Commitment Limit.

Maturity Date

The day which is 18 months after the Execution Date

Number of
Convertible
Securities to be
issued

First Purchase: That number equal to the actual amount paid in US$
for the First Purchase (A$2,000,000), being 1,322,200.

Subsequent Purchases: That number equal to the actual amount paid
in US$ for the A$ value of the Subsequent Purchase.

Face Value US$1.15 per Convertible Security
Coupon Nil
Premium 75% premium to the average 5-day VWAP prior to the Execution Date.
Conversion
Price
Variable The lesser of:
Conversion (@  92% of the average of the lowest three (3) daily VWAPSs during
Price the 15 trading days prior to the date of delivery of the conversion
notice; and
(b) the Premium Conversion Price
Default The lesser of:
Conversion (@  80% of the average of the lowest daily VWAP during the 10
Price trading days prior to the date of delivery of the conversion notice;
and
(b) the Premium Conversion Price

Adjustment to

The Conversion Price will adjust in the usual manner should the

Share Number

Conversion Company undergo a capital reorganisation.

Price If the Company issues shares at a price or convertible securities with a
conversion price lower than the Premium Conversion Price, the Premium
Conversion Price shall be reduced to that lower price.

Maximum The aggregate maximum number of fully paid ordinary shares in the

Company (Shares) that the Company, without the Company first
obtaining shareholder approval, may or is required to issue as the
Commitment Shares, Placement Shares, or one or more conversions, or
other redemptions of the Convertible Securities issued at the First
Purchase is 40,000,000 Shares. Shareholder approval is required to be
sought if additional Shares are required to be issued.

The issue of Convertible Securities pursuant to any Subsequent
Purchases will be subject to shareholder approval.

11 |Page




Commitment
Shares

Such number of Shares as determined as follows:

First Tranche: That number of Shares determined by dividing 0.75% of
the Commitment Limit by the average of the five (5) daily VWAPs prior
to the Execution Date (and rounding upwards). The First Tranche is to
be issued to Obsidian on the Execution Date.

Second Tranche: That number of Shares determined by dividing 0.75%
of the Commitment Limit by the average of the five (5) daily VWARPSs prior
to the date on which the second tranche of the Commitment Shares is
issued. The Second Tranche is to be issued to Obsidian on the earliest
of the Maturity Date, termination date of the Facility and redemption date
of all Convertible Securities.

The Commitment Shares are issued for nil consideration.

Placement
Shares

The Company must issue 3,333,333 Shares to Obsidian on the date of
the First Purchase.

The Placement Shares are issued for consideration which is payable
within 15 trading days of termination of the Facility at a price per Share
determined by reference to the prevailing VWAP less a discount of 8%,
or the price obtained by selling the Shares on market at that time less a
discount of 5%. Obsidian can also return the Shares to the Company for
nil consideration.

Options

Subject to shareholder approval, on or before the Company’s next
Annual General Meeting, the Company must issue Obsidian such
number of options to be issued Shares (Options) equal to 33% of the
aggregate Face Value of the Convertible Securities issued at the First
Purchase, divided by the average of the five (5) daily VWAPs for the five
(5) trading days immediately prior to the First Purchase.

The Option exercise price will be equal to 200% of the average of the
five (5) daily VWAPs for the five (5) trading days immediately prior to the
First Purchase.

Refer to Appendix A as attached to this announcement for the Option
terms.

If the issue of the Options is not approved by shareholders, the Company
must pay A$150,000 to Obsidian in lieu of the issue of the options.

In respect of a Subsequent Purchase a similar formula will apply by
reference to the date of the Subsequent Purchase to determine how
many Options are to be issued and the exercise price.

Conversion -
optional

Obsidian may elect at any time to convert Convertible Securities at the
Premium Conversion Price or Variable Conversion Price (as elected by
Obsidian) or the Default Price (if applicable)

Redemption
Amount

105% of the amount outstanding in respect of the relevant Convertible
Securities, unless the redemption is as a result of a fund raising in which
case it will be 100% of the amount outstanding.

Redemption -
on fund raising

If the Company undertakes a fund raising in excess of A$2.5 million,
Obsidian may elect to require the Company to apply up to 20% of those
funds to redeem Convertible Securities

Early
redemption -
company
election

The Company may elect to redeem all or part (such part to be not less
than A$500,000) of the outstanding Convertible Securities at any time.

Obsidian may deliver a conversion notice which will take priority over the
Company's early redemption election.
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Redemption at
Maturity Date

On the Maturity Date, the Company must redeem all of the outstanding
Convertible Securities by paying Obsidian, the Redemption Amount in
respect of those Convertible Securities.
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