PHARMAUST LIMITED
ACN 094 006 023

NOTICE OF ANNUAL GENERAL MEETING
AND
EXPLANATORY STATEMENT

For the Annual General Meeting to be held
on Friday, 9 November 2018 at 11:00 am (WST) at

C/- RSM Australia

Level 32, 2 The Esplanade
Perth, WA, 6000

This is an important document. Please read it carefully.

If you are unable to attend the Meeting, please complete the form of proxy enclosed and return it in
accordance with the instructions set out on that form.



TIME AND PLACE OF GENERAL MEETING AND HOW TO VOTE

Venue

The Annual General Meeting of the Company will be held at:

C/- RSM Australia Commencing
Level 32, 2 The Esplanade 11:00 am (WST)
Perth, WA, 6000 Friday, 9 November 2018

How to Vote

You may vote by attending the Meeting in person, by proxy or authorised representative.

Voting in Person

To vote in person, attend the Meeting on the date and at the place set out above. The Meeting will
commence at 11:00 am (WST) on Friday, 9 November 2018.

Voting by Proxy

To vote by proxy, please complete and sign the enclosed proxy form and return by:

Online: By Mobile: By Mail to:
At Scan the QR Code on your Computershare Investor
www.investorvote.com.au Proxy form and follow the Services Pty Ltd
prompts GPO Box 242
Melbourne, Victoria 3001
Australia
By Facsimile to: By Hand to:
1800 783 447 (within Computershare Investor
Australia) or Services Pty Ltd
+61 3 9473 2555 (outside Level 11
Australia) 172 St Georges Terrace
Perth, Western Australia
6000

so that it is received not later than 11:00 am (WST) on 7 November 2018.

Proxy forms received later than this time will be invalid.
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PHARMAUST LIMITED
ACN 094 006 023
NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that the Annual General Meeting of the Shareholders of PharmAust Limited
will held at C/- RSM Australia Level 32, 2 The Esplanade, Perth, WA, 6000, at 11:00 am (WST) on
Friday, 9 November 2018 for the purpose of transacting the following business.

The attached Explanatory Statement is provided to supply Shareholders with information to enable
Shareholders to make an informed decision regarding the Resolutions set out in this Notice. The
Explanatory Statement is to be read in conjunction with this Notice.

AGENDA
ORDINARY BUSINESS

Financial Statements and Reports

To receive and consider the annual financial report of the Company for the financial year ended 30
June 2018 together with the declaration of the directors, the directors’ report, the remuneration
report and the auditor’s report.

RESOLUTION 1 — ADOPTION OF REMUNERATION REPORT

To consider and, if thought fit, to pass, with or without amendment, the following resolution as a non-
binding resolution:

"That, for the purpose of Section 250R(2) of the Corporations Act and for all other purposes,
approval is given for the adoption of the remuneration report as contained in the Company’s
annual financial report for the financial year ended 30 June 2018."

Voting Exclusion:
A vote in respect of Resolution 1 must not be cast (in any capacity) by or on behalf of any of the
following persons (the "voter"):
(a) a member of the key management personnel, details of whose remuneration are included
in the remuneration report; or
(b) a closely related party of such a member.
However, the voter may cast a vote on Resolution 1 as a proxy if the vote is not cast on behalf of
a person described in paragraphs (a) or (b) and either:
(c) the voter is appointed as a proxy by writing that specifies the way the proxy is to vote on
Resolution 1; or
(d) the voter is the chair of the meeting and the appointment of the chair as proxy:
(i) does not specify the way the proxy is to vote on the resolution; and
(i) expressly authorises the chair to exercise the proxy even if the resolution is
connected directly or indirectly with the remuneration of a member of the key
management personnel for the entity.
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RESOLUTION 2 — RE-ELECTION OF DIRECTOR — MR NEVILLE BASSETT

To consider and, if thought fit, to pass, with or without amendment, the following resolution as an
ordinary resolution:

"That, for the purpose of rule 7.3(f) of the Constitution and for all other purposes, Mr Neville
Bassett, who was appointed by the Board on 1 October 2018 as a Director, retires, and being
eligible, is re-elected as a Director."

RESOLUTION 3 — RE-ELECTION OF DIRECTOR — MR SAM WRIGHT

To consider and, if thought fit, to pass, with or without amendment, the following resolution as an
ordinary resolution:

"That, for the purpose of rule 7.3(a) of the Constitution and for all other purposes, Mr Sam
Wright, a Director who retires by rotation, and being eligible, is re-elected as a Director."

RESOLUTION 4 — APPROVAL OF EMPLOYEE INCENTIVE SCHEME

To consider and, if thought fit, to pass, with or without amendment, the following resolution as an
ordinary resolution:

"That, for the purposes of Listing Rule 7.2 Exception 9(b) and for all other purposes
Shareholders approve the issue of securities under the "Employee Incentive Plan" for a
period of 3 years commencing on the date of this Meeting on the terms and conditions set
out in the Explanatory Statement."

Short Explanation: The Company is seeking to rely on Listing Rule 7.2 exception 9(b) which
provides that Listing Rules 7.1 and 7.1A do not apply to an issue of securities under an employee
incentive scheme that has been approved by shareholders and the issue of securities is within 3
years from the date of shareholder approval. The Employee Incentive Plan was adopted by the
Board in October 2014 and last approved by Shareholders for the purposes of Listing Rule 7.2
exception 9(b) on 24 October 2014.
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Voting exclusion: The Company will disregard any votes cast in favour of this Resolution by or on
behalf of the Directors of the Company and any of their associates. However, the Company need
not disregard a vote cast on this Resolution if:

(a) it is cast by a person as proxy for a person who is entitled to vote in accordance with the
directions on the proxy form; or

(b) it is cast by the chair of the Meeting as a proxy for a person who is entitled to vote in
accordance with the directions on the proxy form to vote as the proxy decides.

Restriction on proxy voting by key management personnel or closely related parties: A
person appointed as a proxy must not vote, on the basis of that appointment, on this Resolution if:

(a) the proxy is either:

(i) a member of key management personnel for the Company; or

(i) a closely related party of such a member; and
(b) the appointment does not specify the way the proxy is to vote on this Resolution.
However, the above prohibition does not apply if:

(c) the proxy is the chair of the meeting provided the chair is not the related party the subject of
the Resolution or is an associate of the related party; and

(d) the appointment expressly authorises the chair of the Meeting to exercise the proxy even if
the Resolution is connected directly or indirectly with the remuneration of a member of the
key management personnel for the Company.

Where the chair is the related party the subject of the Resolution or is an associate of the related
party, the chair cannot cast undirected proxies in respect of the Resolution.

RESOLUTION 5 — APPROVAL OF ADDITIONAL PLACEMENT CAPACITY

To consider, if thought fit, to pass, with or without amendment, the following resolution as a special
resolution:

"That, for the purposes of ASX Listing Rule 7.1A and for all other purposes, approval is given
for the Company to issue Equity Securities up to 10% of the issued capital of the Company
(at the time of issue) calculated in accordance with the formula prescribed in ASX Listing Rule
7.1A.2, to be issued on the terms and conditions set out in the Explanatory Statement
accompanying this Notice."

Voting exclusion:

The Company will disregard any votes cast in favour of this Resolution by a +person who is
expected to participate in, or who will obtain a material benefit as a result of, the proposed
issue (except a benefit solely by reason of being a holder of +ordinary securities in the entity).
However, the Company need not disregard a vote cast on this Resolution if:

(a) it is cast by a person as proxy for a person who is entitled to vote, in accordance with
the directions on the proxy form; or

(b) it is cast by the 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.

VOTING AND PROXIES

1. A Shareholder of the Company entitled to attend and vote is entitled to appoint not more than
two proxies. Where more than one proxy is appointed, each proxy must be appointed to
represent a specified proportion of the Shareholder's voting rights. If the Shareholder
appoints two proxies and the appointment does not specify this proportion, each proxy may
exercise half of the votes. A proxy need not be a Shareholder of the Company.
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2. Where a voting exclusion applies, the Company need not disregard a vote if it is cast by the
person who is entitled to vote in accordance with the directions on the proxy form or it is cast
by the person chairing the Meeting as proxy for a person who is entitled to vote, in accordance
with a direction on the proxy form to vote as the proxy decides.

3. The Chairman will vote undirected proxies on, and in favour of, all of the proposed Resolutions
(including Resolution 1). In relation to Resolution 1, the proxy form expressly authorises the
Chairman to exercise the proxy even though the Resolution is connected directly or indirectly
with the remuneration of a member of the key management personnel. Any undirected
proxies held by a Director, any member of the key management personnel or any of their
closely related parties (who are not the Chairman) will not be voted on Resolution 1.

4. In accordance with Regulation 7.11.37 of the Corporations Act, the Directors have set a date
to determine the identity of those entitled to attend and vote at the Meeting. The date is 7
November 2018 at 4:00 pm (WST).

5. A proxy form is attached. If required it should be completed, signed and returned to the
Company's registered office in accordance with the instructions on that form.

By order of the Board

Mr Sam Wright
Non-Executive Director and Company Secretary

Dated: 4 October 2018
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PHARMAUST LIMITED
ACN 094 006 023

EXPLANATORY STATEMENT

This Explanatory Statement is intended to provide Shareholders with sufficient information to assess
the merits of the Resolutions contained in this Notice.

The Directors recommend that Shareholders read this Explanatory Statement in full before making
any decision in relation to the Resolutions.

1.

21

2.2

FINANCIAL STATEMENTS AND REPORTS

The business of the Annual General Meeting will include receipt and consideration of the
annual financial report of the Company for the financial year ended 30 June 2018 together
with the declaration of the directors, the directors’ report, the remuneration report and the
auditor’s report.

The Company is not required to provide a hard copy of the Company’s annual financial
report to Shareholders unless a Shareholder has specifically elected to receive a printed

copy.

Whilst the Company will not provide a hard copy of the Company’s annual financial report
unless specifically requested to do so, Shareholders may view the Company annual financial
report on its website at http://www.pharmaust.com.

Shareholders will be offered the following opportunities:

(a) discuss the Annual Financial Report for the financial period ended 30 June 2018;
(b) ask questions and make comment on the management of the Company; and
(c) ask the auditor questions about the conduct of the audit, preparation and content

of the auditor's report, the accounting policies adopted by the Company and the
independence of the auditor.

INFORMATION RELATING TO RESOLUTION 1 — ADOPTION OF REMUNERATION
REPORT

General

The Corporations Act requires that at a listed company’s annual general meeting, a
resolution that the Remuneration Report be adopted must be put to the shareholders.
However, such a resolution is advisory only and does not bind the Directors or the Company.

The Remuneration Report sets out the Company’s remuneration arrangements for the
Directors and senior management of the Company. The Remuneration Report is part of the
Directors’ report contained in the annual financial report of the Company for the financial
year ending 30 June 2018.

A reasonable opportunity will be provided for questions about or comments on the
Remuneration Report at the Annual General Meeting.

Voting Consequences
Under the Corporations Act, if 25% or more of votes that are cast are voted against the

adoption of the Remuneration Report at two consecutive annual general meetings,
Shareholders will be required to vote at the second of those annual general meetings on a
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23

24

resolution (a "Spill Resolution") that another general meeting be held within 90 days at which
all of the Directors (other than the Managing Director) must go up for re-election.

Previous voting results

At the Company's previous annual general meeting, the votes cast against the remuneration
report considered at that annual general meeting were less than 25%. Accordingly, the Spill
Resolution is not relevant for this Meeting.

Proxy restrictions

If you choose to appoint a proxy, you are encouraged to direct your proxy how to vote on
Resolution 1 (Remuneration Report) by marking either "For", "Against" or "Abstain" on the
Proxy Form for Resolution 1.

If you appoint a member of the key management personnel whose remuneration details are
included in the Remuneration Report (who is not the Chairman) or a closely related party of
that member as your proxy, and you do not direct that person on how to vote on this
Resolution 1, the proxy cannot exercise your vote and your vote will not be counted in
relation to this Resolution 1.

The Chairman intends to vote all undirected proxies in favour of Resolution 1. If the
Chairman of the Meeting is appointed as your proxy and you have not specified the way the
Chairman is to vote on Resolution 1, by signing and returning the proxy form you are giving
express authorisation for the Chairman to vote the proxy in accordance with the Chairman's
intention.

Key management personnel of the Company are the Directors and those other persons
having authority and responsibility for planning, directing and controlling the activities of the
Company, directly or indirectly. The Remuneration Report identifies the Company’s key
management personnel for the financial year to 30 June 2018. Their closely related parties
are defined in the Corporations Act, and include certain of their family members, dependants
and companies they control.

INFORMATION RELATING TO RESOLUTION 2 — RE-ELECTION OF DIRECTOR - MR
NEVILLE BASSETT

Mr Neville Bassett was appointed by the PharmAust Board as a non-executive director of
the Company on 1 October 2018 under Rule 7.2(b) of the PharmAust Constitution. Under
Rule 7.3(f), that Director must retire at the next AGM, and is eligible for re-election at that
meeting.

Mr Bassett retires in accordance with Rule 7.3(f) of the Constitution and, being eligible, offers
himself for re-election as a Director.

Mr Bassett, is a Chartered Accountant specialising in corporate, financial and management
advisory services.

Mr Bassett has spent more than 35 years working in accounting, finance and stockbroking.
During that time, he has had considerable involvement in Australian financial markets
including numerous public company listings and capital raisings, as well as mergers and
acquisitions.

Mr Bassett’s expertise includes in-depth knowledge of the Corporations Act, ASX listing
requirements, corporate taxation and finance. He is an in-demand consultant to publicly
listed companies and private company groups, across a diverse range of industry sectors.
He is also a director or company secretary at several public and private companies.

Mr Bassett has been granted lifetime memberships to two organisations in recognition of his
community service. He has also undertaken pro-bono work for the Government of Western
Australia.
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5.1

5.2

In 1991, he became a Director/Councillor of the Royal Flying Doctor Service (RFDS) in
WA and he was Chairman of RFDS Western Operations for eight years until his
retirement in 2017. He also served six years as Western Operations representative on
the Board of the Australian Council of the Royal Flying Doctor Service of Australia.

In 2015, Mr Bassett's decades of unwavering dedication to community service were
recognised when he was awarded a Member of the Order of Australia (AM) in the Australia
Day Honours.

The Board recommends the re-election of Mr Bassett as a Director.

INFORMATION RELATING TO RESOLUTION 3 — RE-ELECTION OF DIRECTOR - MR
SAM WRIGHT

Rule 7.3(a) of the Constitution requires that if the Company has three or more Directors, one
third (rounded down to the nearest whole number) of those Directors (except a Managing
Director) must retire at each annual general meeting. ASX Listing Rule 14.4 provides that
no Director (except a Managing Director) shall hold office for a period in excess of 3 years,
or until the third annual general meeting following his or her appointment, whichever is the
longer, without submitting himself or herself for re-election.

Mr Sam Wright was last re-elected on 27 October 2015 and retires in accordance with these
provisions and, being eligible, offers himself for re-election as a Director.

Mr Wright is a non-executive Director of the Company. Details of the qualifications and
expertise of Mr Wright are set out in the 2018 Annual Report of the Company.

The Board recommends the re-election of Mr Wright as a Director.

INFORMATION RELATING TO RESOLUTION 4 - APPROVAL OF EMPLOYEE
INCENTIVE SCHEME

Background

The Board adopted the Employee Incentive Plan in October 2014 to enable the Company to
issue any of Options, performance rights or Shares to eligible participants being employees
(full and part-time), directors, relevant contractors, casual employees and prospective parties
in these capacities.

The Employee Incentive Plan is intended to provide an opportunity to eligible participants to
participate in the Company's future growth.

A copy of the Employee Incentive Plan will be made available for inspection at the Meeting. A
summary of the Employee Incentive Plan is set out in Annexure 1.

Regulatory Requirements

Shareholder approval is not required under the Corporations Act or the Listing Rules for the
operation of the Employee Incentive Plan. However, Shareholder approval is being sought to
allow the Company to rely on an exception to the calculation of the placement limits imposed
by Listing Rules 7.1 and 7.1A on the number of securities that may be issued without
shareholder approval. Listing Rule 7.2 exception 9(b) provides that Listing Rules 7.1 and 7.1A
do not apply to an issue of securities under an employee incentive scheme that has been
approved by shareholders and the issue of securities is within 3 years from the date of
shareholder approval of the issue of securities under the employee incentive scheme.

The Employee Incentive Plan was last approved by Shareholders for the purposes of Listing
Rule 7.2 exception 9(b) on 24 October 2014. The number of securities issued under the
Employee Incentive Plan since the last approval is 10,500,000 Options.
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5.3

6.1

6.2

If an offer is made to a Director to participate in the Employee Incentive Plan then separate
Shareholder approval will need to be obtained.

Recommendation

The Board recommends that Shareholders again approve the issue of securities under the
Employee Incentive Plan for the purposes of Listing Rule 7.2 exception 9(b). It will allow the
Company to issue securities for the benefit of participants of the Employee Incentive Plan
whilst preserving the Company's placement limits of issuing securities and provide flexibility
in the manner in which the Employee Incentive Plan is managed.

INFORMATION RELATING TO RESOLUTION 5 — APPROVAL OF ADDITIONAL
PLACEMENT CAPACITY

General

ASX Listing Rule 7.1 permits entities to issue 15% of its issued capital without shareholder
approval in a 12 month period, subject to a number of exceptions.

ASX Listing Rule 7.1A permits eligible entities, which have obtained shareholder approval
by special resolution, to issue Equity Securities up to an additional 10% of its issued capital
by placements over a 12 month period after the annual general meeting ("Additional
Placement Capacity").

The Company seeks Shareholder approval under this Resolution to be able to issue Equity
Securities under the Additional Placement Capacity. The exact number of Equity Securities
to be issued is not fixed and will be determined in accordance the formula prescribed in ASX
Listing Rule 7.1A.2 (set out below).

Requirements of ASX Listing Rule 7.1A

(a) Eligible entities
An eligible entity for the purposes of ASX Listing Rule 7.1A is an entity that is not
included in the S&P/ASX 300 Index and has a market capitalisation of $300 million or
less. The Company is an eligible entity.

(b) Shareholder approval
Shareholders must approve the Additional Placement Capacity by special resolution
at the annual general meeting and therefore requires approval of 75% of the votes
cast by Shareholders present and eligible to vote. A resolution under ASX Listing Rule
7.1A cannot be put at any other shareholder meeting.

(c) Equity Securities

Equity Securities issued under the Additional Placement Capacity must be in the same
class as an existing class of Equity Securities of the Company that are quoted on ASX.

As at the date of this Notice, the Equity Securities that are quoted on ASX are fully
paid ordinary Shares.

(d) Formula for calculating number of Equity Securities that may be issued under
the Additional Placement Capacity

If this Resolution is passed, the Company may issue or agree to issue, during the 12
month period after this Meeting, the number of Equity Securities calculated in
accordance with the following formula:

(AxD)-E
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(e)

A The number of shares on issue 12 months before the date of issue or
agreement:

e plus the number of fully paid shares issued in the 12 months
under an exception in ASX Listing Rule 7.2;

e plus the number of partly paid shares that became fully paid in
the 12 months;

e plus the number of fully paid shares issued in the 12 months
with the approval of shareholders under ASX Listing Rules 7.1
or7.4;

e less the number of fully paid shares cancelled in the 12 months.

D 10%

E The number of Equity Securities issued or agreed to be issued under
ASX Listing Rule 7.1A.2 in the 12 months before the date of issue or
agreement to issue that are not issued with the approval of
shareholders under ASX Listing Rules 7.1 or 7.4.

Interaction between ASX Listing Rules 7.1 and 7.1A

The Additional Placement Capacity under ASX Listing Rule 7.1A is in addition to the
Company's 15% placement capacity under ASX Listing Rule 7.1.

The Company has 198,980,664 Shares on issue as at the date of this Notice. If this
Resolution is passed, the Company will be permitted to issue (as at the date of this
Notice:

. 29,847,097 Equity Securities under ASX Listing Rule 7.1; and
. 19,898,066 Equity Securities under ASX Listing Rule 7.1A.

The actual number of Equity Securities that the Company will be permitted to issue
under ASX Listing Rule 7.1A will be calculated at the date of issue or agreement to
issue the Equity Securities in accordance with the formula prescribed in ASX Listing
Rule 7.1A.2 (as set out above).

The effect of this Resolution will be to allow the Company to issue securities under
ASX Listing Rule 7.1A without using the Company's placement capacity under ASX
Listing Rule 7.1.

6.3 Information for Shareholders as required by ASX Listing Rule 7.3A

(a)

(b)

Minimum price

The issue price of the new Equity Securities will be no lower than 75% of the volume
weighted average price (VWAP) for securities in the relevant quoted class calculated
over the 15 trading days on which trades in that class were recorded immediately
before:

. the date on which the price of the Equity Securities are to be issued is
agreed; or
. if the Equity Securities are not issued within 5 trading days of the date above,

the date on which the Equity Securities are issued.

Risk of economic and voting dilution
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If this Resolution is passed and the Company issues securities under the Additional
Placement Facility, existing Shareholders' voting power in the Company will be diluted.

There is the risk that:

. the market price for the Company's existing Equity Securities may be
significantly lower on the date of issue of the new Equity Securities than on
the date of the Meeting; and

. the new Equity Securities may be issued at a price that is at a discount to the
market price of the Company's existing Equity Securities on the issue date or
the new Equity Securities may be issued as part of the consideration for the
acquisition of a new asset,

which may have an effect on the amount of funds raised by the issue of the new Equity
Securities.

The table below shows the dilution of existing Shareholders on the basis of the current
market price of Shares and the current number of ordinary securities for variable "A"
calculated in accordance with the formula in ASX Listing Rule 7.1A.2 as at the date of
this Notice.

The table also shows:

. two examples where variable "A" has increased by 50% and 100%. Variable
"A" is based on the number of ordinary securities the Company has on issue.
The number of ordinary securities may increase as a result of issues of
ordinary securities that do not require Shareholder approval (for example a
pro-rata entitlement issue) or future placements under ASX Listing Rule 7.1
that are approved by Shareholders in the future;

. two examples of where the issue price of ordinary securities has decreased
by 50% and increased by 100% as against the current market price.
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(c)

Dilution

1.75 cents 3.5 cents 7 cents
Variable 'A' in
ASX Listing Rule
7.1A.2 50% decrease in | Issue Price 100% increase in

Issue Price Issue Price
Current Variable | 10% 19,898,066 19,898,066 19,898,066
A Voting Shares Shares Shares
198,980,644 Dilution
SIELED Funds | $348,216 $696,432 $1,392,865

raised
50% increase in 10% 29,847,100 29,847,100 29,847,100
current Variable | Voting Shares Shares Shares
A Dilution
e Funds $522,324 $1,044,648 $2,089,297
Shares .
raised

100% increase in | 10% 39,796,133 39,796,133 39,796,133
current Variable | Voting Shares Shares Shares
A Dilution
SIEINIE8 Funds $696,432 $1,392,865 $2,785,729
Shares raised

This table has been prepared on the following assumptions:

(i)

(ii)

(iif)

(iv)

(v)

(vi)

The Company issues the maximum number of Equity Securities available
under the Additional Placement Capacity.

The 10% voting dilution reflects the aggregate percentage dilution against the
issued share capital at the time of issue. This is why the voting dilution is
shown in each example as 10%.

The table does not show an example of dilution that may be caused to a
particular Shareholder by reason of placements under the Additional
Placement Capacity, based on that Shareholder's holding at the date of the
Meeting.

The table shows only the effect of issues of Equity Securities under ASX Listing
Rule 7.1A, not under the 15% placement capacity under ASX Listing Rule 7.1.

The issue of Equity Securities under the Additional Placement Capacity
consists only of Shares. If the issue of Equity Securities includes quoted
Options, it is assumed that those Options are exercised into Shares for the
purpose of calculating the voting dilution effect on existing Shareholders.

The issue price is 3.5 cents, being the closing price of the Shares on ASX on
28 September 2018.

The Company's ability to issue securities under ASX Listing Rule 7.1A is in addition to
its ability to issue securities under ASX Listing Rule 7.1.

Placement Period
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(d)

(e)

(f)

Shareholder approval of the Additional Placement Capacity under ASX Listing Rule
7.1A is valid from 9 November 2018 (the date of this Meeting) and expires on the
earlier of:

. 9 November 2019, which is 12 months after this Meeting; or

. the date that Shareholders approve a transaction under ASX Listing Rule
11.1.2 (significant change to nature or scale of activities) or ASX Listing Rule
11.2 (disposal of the main undertaking) (the "Placement Period").

The Company will only issue and allot new securities during the Placement Period.
The approval will cease to be valid in the event that Shareholders approve a
transaction under ASX Listing Rules 11.1.2 or 11.2.

Purposes for which the new Equity Securities may be issued
The Company may seek to issue new Equity Securities for the following purposes:

. cash consideration to raise funds for the acquisition of new assets or
investments (including the expenses associated such acquisition), continued
expenditure on the Company's current assets and for general working capital,
or

. non-cash consideration for acquisition of new assets and investments or for
the payment of goods or services provided to the Company. In such
circumstances the Company will provide a valuation of the non-cash
consideration as required by ASX Listing Rule 7.1A.3.

Allocation policy

The Company's allocation policy for the issue of new Equity Securities under the
Additional Placement Capacity will depend on the market conditions existing at the
time of the proposed issue. The allottees will be determined at the relevant time having
regard to factors such as:

. the methods of raising funds that are available to the Company, including but
not limited to, a placement or a rights issue;

. the effect of the issue of new securities on the control of the Company;
. the financial situation and solvency of the Company;
. advice from corporate, financial and broking advisers (as relevant).

As at the date of this Notice the allottees are not known but may include existing
substantial Shareholders and/or new Shareholders. No allottee under the Additional
Placement Capacity will be a related party or associate of a related party. Existing
Shareholders may or may not be entitled to subscribe for any Equity Securities issued
under the Additional Placement Capacity and it is possible that their shareholding will
be diluted.

If the Additional Placement Capacity is used to acquire new assets or investments
then it is likely that the allottees will be the vendors of the new assets.

The Company will comply with the disclosure obligations under ASX Listing Rules
7.1A(4) and 3.10.5A on the issue of any new securities.

Details of Equity Securities issued in the 12 months preceding the date of
Meeting
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The Company previously obtained Shareholder approval for the Additional Placement
Capacity.

Pursuant to Listing Rule 7.3A.6 the following information is provided to Shareholders:

The total number of Equity Securities issued in the 12 months before this
Meeting (that is, since 9 November 2017) is 83,611,111 Equity Securities,
which represents approximately 50.54% of the total number of Equity
Securities on issue at 9 November 2017 (12 months before this Meeting).

The details for the issue of Equity Securities issued during the 12 months
preceding the date of the Meeting are:

On 14 December 2017 the Company issued 39,000,000 Shares under a
placement to unrelated parties introduced to the Company by Argonaut
Securities. The Shares were issued at 4.5 cents per Share to raise $1,755,000
being a discount to the then market price of 4.9 cents. $1,070,000 has been
spent to date on advancing its key anti-cancer product, Monepantel towards
the clinic and general working capital. $685,000 remains to be used on the
Company's projects and general working capital.

On 16 March 2018 the Company issued 2,611,111 Shares under a placement
to related parties (approved by shareholders at a meeting on 26 February
2018). The Shares were issued at 4.5 cents per Share to raise $117,500 being
a discount to the then market price of 5.6 cents. None of these moneys have
been spent to date and $117,500 remains to be used on the Company's
projects and general working capital.

On 16 March 2018 the Company issued 10,000,000 options to Argonaut
Securities. The options have an exercise price of 12 cents and an expiry date
of 31 February 2022. The options were issued for a price of 0.01 cents per
Share in consideration of equity placement and corporate advisory services.
The total cash consideration of $10 has not been spent and is part of the
Company’s working capital. The current value of the options is 1.78 cents per
option in accordance with a Black and Scholes valuation.

On 16 March the Company issued 1,250,000 options to Dr Wayne Best, a
former director of the Company (approved by shareholders at a meeting on 26
February 2018). The options have an exercise price of 8 cents and an expiry
date of 31 December 2020. The options were issued for services under the
Company’s employee incentive scheme. The current value of the options is 2
cents per option in accordance with a Black and Scholes valuation.

On 16 March the Company issued 3,750,000 options to employees of
PharmAust subsidiary company, Epichem Pty Ltd, under the Company’s
Employee Incentive Scheme. The options have an exercise price of 8 cents
and an expiry date of 31 December 2020. The Options were issued for no
cash consideration. The current value of the options is 2 cents per option in
accordance with a Black and Scholes valuation.

On 16 March the Company issued 3,750,000 options to employees under the
Company’s Employee Incentive Scheme. The options have an exercise price
of 7.5 cents and an expiry date of 31 March 2020. The Options were issued
for no cash consideration. The current value of the options is 2 cents per option
in accordance with a Black and Scholes valuation.

On 16 March the Company issued 7,500,000 options to employees under the
Company’s Employee Incentive Scheme. The options have an exercise price
of 15 cents and an expiry date of 31 March 2020. The Options were issued for
no cash consideration. The current value of the options is 1.64 cents per option
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in accordance with a Black and Scholes valuation.

On 16 March the Company issued 9,000,000 options to employees under the
Company’s Employee Incentive Scheme. The options have an exercise price
of 23 cents and an expiry date of 31 March 2020. The Options were issued for
no cash consideration. The current value of the options is 1.38 cents per option
in accordance with a Black and Scholes valuation.

On 16 March the Company issued 6,750,000 Performance Rights to
employees under the Company’s Employee Incentive Scheme. Full terms of
the Performance Rights are set out in the material terms of employment
agreements with Dr Richard Hopkins (announced 1/1/17) and Dr Richard
Mollard (announced 8/3/17). The Performance Rights were issued for no cash
consideration. The current value of the Performance Rights is $126,890 in
accordance with a Black and Scholes valuation.

(9) Voting exclusion

At the date of this Notice, the Company has not approached any particular existing
Shareholder or security holder or an identifiable class of existing security holder to
participate in a proposed issue of Equity Securities under the proposed Additional
Placement Capacity. No existing Shareholder's votes will therefore be excluded under
the voting exclusion in the Notice.

ENQUIRIES

Shareholders may contact Sam Wright on + 61 408 900 277 if they have any queries in respect of
the matters set out in these documents.
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PHARMAUST LIMITED
ACN 094 006 023

GLOSSARY

In the Notice and this Explanatory Statement the following expressions have the following

meanings:
Additional
Placement
Capacity
Annual General
Meeting and
Meeting

ASX

ASX Listing
Rules or Listing
Rules

Board

Chairman

Company or
PharmAust

Constitution
Corporations Act
Directors

Employee
Incentive Plan

Equity Securities

Explanatory
Statement

Notice
Option
Resolution
Share
Shareholder
WST

$

the capacity to issue Equity Securities by way of placement approved by
Shareholders under Listing Rule 7.1A.

the meeting convened by this Notice.

ASX Limited (ACN 008 624 691).

the listing rules of the ASX.

the Board of Directors of the Company.
the chairman of the Meeting.

PharmAust Limited (ACN 094 006 023).

the constitution of the Company.
Corporations Act 2001 (Cth).
Directors of the Company from time to time.

the PharmAust Employee Incentive Plan adopted by the Board in October
2014 with the terms summarised in Annexure 1

has the same meaning as in the Listing Rules.

this Explanatory Statement.

notice of meeting that accompanies this Explanatory Statement.
an option to acquire a Share.

a resolution referred to in the Notice.

a fully paid ordinary share in the capital of the Company.

a registered holder of Shares in the Company.

Western Standard Time, Perth, Western Australia.

Australian dollars unless otherwise stated.
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ANNEXURE 1 - SUMMARY OF TERMS OF EMPLOYEE INCENTIVE SCHEME

Purpose

Eligible
Participants

Offers

Expiry Date

Vesting Conditions
and Lapse

Shares issued on
vesting

Transferability and
quotation

No voting or
dividend rights

(Resolution 4)

The purpose of the Employee Incentive Plan is to provide an incentive
for eligible participants to participate in the future growth of the
Company and to offer any of Options, performance rights or Shares
to assist with reward, retention, motivation and recruitment of eligible
participants.

Eligible participants are a full or part-time employee, or a director of
the Company or a subsidiary, relevant contractors, casual employees
and prospective parties in these capacities ("Eligible Participants").

Subject to any necessary Shareholder approval, the Board may offer
Options, performance rights or Shares to Eligible Participants for nil
consideration.

The expiry date of any Options or performance rights will be
determined by the Board.

An Option or performance right may only be exercised after it has
vested and before its expiry date. The Board may determine the
conditions upon the vesting of the options or performance rights at its
discretion. By way of example, the Board may impose Share price
and/or continuous service vesting hurdles.

An Option or performance right lapses upon various events including
a vesting condition not being satisfied, a participant ceasing to be an
Eligible Participant (except for certain matters such as death or
retirement) and upon misconduct by a participant.

Each Option or performance right entitles the holder to one fully paid
ordinary share on vesting.

An Option or performance right may not be transferred without the
prior written approval of the Board or by force of law. Quotation of the
Options or performance rights on the ASX will not be sought.
However, the Company will apply for official quotation of Shares
issued on vesting of the options or performance rights.

The Options or performance rights are personal and do not confer any
entitlement to attend or vote at meetings, any entitlement to dividends
or any entitlement to participate in any return of capital unless the
Options or performance rights are vested and the underlying Shares
have been issued.
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10.

1.

12.

13.

No participation
rights

Limitation on
number of
securities

Administration of
the Employee
Incentive Plan

Operation

Application of
Subdivision 83A-C
of the Income Tax
Assessment Act
1997 (Cth)

The Options or performance rights do not entitle the holder to
participate in the issue of securities unless the Options or
performance rights are vested and Shares have been issued before
the record date for determining entitlements.

Securities to be issued under the Employee Incentive Plan when
aggregated with the number of Shares issued during the previous 5
years under any employee incentive scheme of the Company must
not exceed 5% of the total number of Shares on issue at the time of
the relevant offer. Various excluded offers may be disregarded so as
to not count for the 5% limit.

The Employee Incentive Plan will be administered under the
directions of the Board and the Board may determine procedures for
the administration of the Employee Incentive Plan as it considers
appropriate.

The operation of the Employee Incentive Plan is subject to the Listing
Rules and the Corporations Act.

Subdivision 83A-C (deferred inclusion of gain in assessable income)
of the Income Tax Assessment Act 1997 (Cth) applies to the
Employee Incentive Plan and holders of securities issued under the
Employee Incentive Plan may agree to a restriction period for the
disposal or transfer of the securities including any underlying
securities.
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Lodge your vote:
I:l Online:

www.investorvote.com.au

>4 By Mail:
Computershare Investor Services Pty Limited
GPO Box 242 Melbourne
Victoria 3001 Australia

Alternatively you can fax your form to
(within Australia) 1800 783 447
(outside Australia) +61 3 9473 2555

For Intermediary Online subscribers only
(custodians) www.intermediaryonline.com

For all enquiries call:
(within Australia) 1300 850 505
(outside Australia) +61 3 9415 4000

Proxy Form

This Document is printed on Greenhouse Friendly~ ENVI Laser Carbon Neutral Paper
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Vote and view the annual report online

*Go to www.investorvote.com.au or scan the QR Code with your mobile device.
* Follow the instructions on the secure website to vote.

Control Number: 999999

SRN/HIN: 19999999999 PIN: 99999

Your access information that you will need to vote:

PLEASE NOTE: For security reasons it is important that you keep your SRN/HIN confidential.

22X For your vote to be effective it must be received by 11:00am (WST) Wednesday, 7 November 2018

How to Vote on Items of Business
All your securities will be voted in accordance with your directions.

Appointment of Proxy

Voting 100% of your holding: Direct your proxy how to vote by
marking one of the boxes opposite each item of business. If you do
not mark a box your proxy may vote or abstain as they choose (to
the extent permitted by law). If you mark more than one box on an
item your vote will be invalid on that item.

Voting a portion of your holding: Indicate a portion of your
voting rights by inserting the percentage or number of securities
you wish to vote in the For, Against or Abstain box or boxes. The
sum of the votes cast must not exceed your voting entitlement or
100%.

Appointing a second proxy: You are entitled to appoint up to two
proxies to attend the meeting and vote on a poll. If you appoint two
proxies you must specify the percentage of votes or number of
securities for each proxy, otherwise each proxy may exercise half of
the votes. When appointing a second proxy write both names and
the percentage of votes or number of securities for each in Step 1
overleaf.

A proxy need not be a securityholder of the Company.

Signing Instructions for Postal Forms

Individual: Where the holding is in one name, the securityholder
must sign.

Joint Holding: Where the holding is in more than one name, all of
the securityholders should sign.

Power of Attorney: If you have not already lodged the Power of
Attorney with the registry, please attach a certified photocopy of the
Power of Attorney to this form when you return it.

Companies: Where the company has a Sole Director who is also
the Sole Company Secretary, this form must be signed by that
person. If the company (pursuant to section 204A of the Corporations
Act 2001) does not have a Company Secretary, a Sole Director can
also sign alone. Otherwise this form must be signed by a Director
jointly with either another Director or a Company Secretary. Please
sign in the appropriate place to indicate the office held. Delete titles
as applicable.

Attending the Meeting

Bring this form to assist registration. If a representative of a corporate
securityholder or proxy is to attend the meeting you will need to
provide the appropriate “Certificate of Appointment of Corporate
Representative” prior to admission. A form of the certificate may be
obtained from Computershare or online at www.investorcentre.com
under the help tab, "Printable Forms".

Comments & Questions: If you have any comments or questions
for the company, please write them on a separate sheet of paper and
return with this form.

GO ONLINE TO VOTE, S
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Samples/000001/000001




M&?A,]I\;:SSAMPLE |:| Change of address. If incorrect,
mark this box and make the

}ZHSESSA:B\I\Q/IPF!’_IFESI:II]ELE ET correction in the space to the left.

SAMPLE ESTATE Securityholders sponsored by a

SAMPLEVILLE VIC 3030 broker (reference number

commences with ‘X’) should advise

your broker of any changes. I 9999999999 | N D

O Proxy Form Please mark | X | to indicate your directions

Appoint a Proxy to Vote on Your Behalf XX
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of the Meeting Meeting. Do not insert your own name(s).

or failing the individual or body corporate named, or if no individual or body corporate is named, the Chairman of the Meeting, as my/our proxy
to act generally at the Meeting on my/our behalf and to vote in accordance with the following directions (or if no directions have been given, and
to the extent permitted by law, as the proxy sees fit) at the Annual General Meeting of PharmAust Limited to be held at C/- RSM Australia, Level
32, 2 The Esplanade, Perth, Western Australia on Friday, 9 November 2018 at 11:00am (WST) and at any adjournment or postponement of that
Meeting.

Chairman authorised to exercise undirected proxies on remuneration related resolutions: Where I/we have appointed the Chairman of
the Meeting as my/our proxy (or the Chairman becomes my/our proxy by default), I/we expressly authorise the Chairman to exercise my/our
proxy on Resolutions 1 and 4 (except where l/we have indicated a different voting intention below) even though Resolutions 1 and 4 are
connected directly or indirectly with the remuneration of a member of key management personnel, which includes the Chairman.

Important Note: If the Chairman of the Meeting is (or becomes) your proxy you can direct the Chairman to vote for or against or abstain from
voting on Resolutions 1 and 4 by marking the appropriate box in step 2 below.
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Resolution 1 Adoption of Remuneration Report

Resolution 2 Re-election of Director — Mr Neville Bassett

Resolution 3  Re-election of Director — Mr Sam Wright

Resolution 4  Approval of Employee Incentive Scheme

Resolution 5 Approval of Additional Placement Capacity

The Chairman of the Meeting intends to vote undirected proxies in favour of each item of business. In exceptional circumstances, the Chairman of the Meeting may
change his/her voting intention on any resolution, in which case an ASX announcement will be made.
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	"That, for the purpose of Section 250R(2) of the Corporations Act and for all other purposes, approval is given for the adoption of the remuneration report as contained in the Company’s annual financial report for the financial year ended 30 June 2018."
	Mr Sam Wright was last re-elected on 27 October 2015 and retires in accordance with these provisions and, being eligible, offers himself for re-election as a Director.
	Mr Wright is a non-executive Director of the Company.  Details of the qualifications and expertise of Mr Wright are set out in the 2018 Annual Report of the Company.
	The Board recommends the re-election of Mr Wright as a Director.
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