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SUBJECT TO COMPLETION, DATED MARCH 20, 2007
PROSPECTUS

PROGEN

Progen Industries Limited

$60,000,000
ORDINARY SHARES AND WARRANTS

We may offer any combination of the securities described in this prospectus from time to time in
amounts, at prices and on terms to be determined at or prior to the time of the offering. We refer to the
ordinary shares and warrants to purchase ordinary shares collectively as the “securities.” This prospectus
describes the general manner in which our securities may be offered using this prospectus. We will provide
specific terms and offering prices of these securities in supplements to this prospectus. You should read
this prospectus and the accompanying prospectus supplements carefully before you invest in our securities.

We may offer ordinary shares through underwriting syndicates managed or co-managed by one or
more underwriters or dealers, through agents or directly to investors, on a continuous or delayed basis. The
prospectus supplement for each offering of securities will describe in detail the plan of distribution for that
offering. For general information about the distribution of securities offered, you should refer to the
section entitled “Plan of Distribution.” The net proceeds we expect to receive from such sale will also be
set forth in a prospectus supplement.

Our ordinary shares are listed on the Nasdaq Capital Market under the symbol “PGLA” and the
Australian Stock Exchange under the symbol “PGL.” On March 19, 2007, the last sale price of our
common stock on the Nasdaq Capital Market was $5.60 per share and on the Australian Stock Exchange
was A$7.10 per share.

Investing in our securities involves a high degree of risk. See “Risk Factors”
beginning on page 8.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR PASSED UPON
THE ADEQUACY OR ACCURACY OF THIS PROSPECTUS. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE.

The information in this prospectus is not complete and may be changed. We cannot sell these securities until the registration statement that we have filed with the Securities and
Exchange Commission is effective. This prospectus is not an offer to sell, nor does it solicit offers to buy, these securities in any state where the offer or sale is not permitted

The date of this prospectus is ,2007.
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No dealer, salesperson or other person has been authorized to give any information or to make any
representations other than those contained or incorporated by reference in this prospectus or any
accompanying prospectus supplement in connection with the offer made by this prospectus or any
accompanying prospectus supplement and, if given or made, such information or representations must
not be relied upon as having been authorized by Progen Industries Limited. Neither the delivery of this
prospectus or any accompanying prospectus supplement nor any sale made hereunder and thereunder
shall under any circumstances create an implication that there has been no change in the affairs of
Progen Industries Limited since the date hereof. This prospectus or any accompanying prospectus
supplement does not constitute an offer or solicitation by anyone in any state in which such offer or
solicitation is not authorized or in which the person making such offer or solicitation is not qualified to do
so or to anyone to whom it is unlawful to make such offer or solicitation.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement on Form F-3 that we filed with the Securities and
Exchange Commission, or the SEC, using a “shelf” registration process. Under this process, we may, from
time to time, sell the ordinary shares and warrants to purchase ordinary shares described in this prospectus
in one or more offerings up to a total dollar amount of $60 million or the equivalent denominated in
foreign currencies.

This prospectus provides you with a general description of the securities that we may offer. Each time
we sell securities, we will provide a prospectus supplement that will contain specific information about the
terms of the offering. The prospectus supplement may also add, update or change information contained
in this prospectus, and may also contain information about any material federal income tax considerations
relating to the securities covered by the prospectus supplement. You should read both this prospectus and
any prospectus supplement, together with additional information described below under the heading
“Where You Can Find More Information,” before purchasing any of our securities. This prospectus does
not contain all of the information included in the registration statement. For a more complete
understanding of the offering of the securities, you should refer to the registration statement, including the
exhibits. You may read the registration statement and the other reports we file with the SEC at the SEC’s
website or at the SEC’s offices described below under the heading “Where You Can Find Additional
Information.”

To the extent there is a conflict between the information contained in this prospectus and the
prospectus supplement, you should rely on the information in the prospectus supplement, provided that if
any statement in one of these documents is inconsistent with a statement in another document having a
later date—for example, a document incorporated by reference in this prospectus or any prospectus
supplement—the statement in the document having the later date modifies or supersedes the earlier
statement.

The information in this prospectus is accurate as of the date on the front cover. You should not
assume that the information contained in this prospectus is accurate as of any other date.

”

Unless the context otherwise requires, in this prospectus, “Progen,” “Company,” “we,” “us” and “our”
refer to Progen Industries Limited. References to “U.S. dollars,” “USD” or “$” are to the lawful currency
of the United States and references to “AUD” or “A$” are to the lawful currency of Australia.

This prospectus contains translations to certain Australian dollar amounts into U.S. dollars at
specified rates solely for the convenience of the reader. Unless otherwise specified, all translations from
Australian dollars to U.S. dollars in this prospectus were made at the average interbank rate as of
March 20, 2007, which was A$1.00 to $U.S.0.7965. We make no representation that the Australian dollar
or U.S. dollar amounts referred to in this prospectus could have been or could be converted into U.S.
dollars or Australian dollars, as the case may be, at any particular rate or at all.
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FORWARD-LOOKING STATEMENTS
Cautionary Note Regarding Forward-Looking Statements

This prospectus and the documents incorporated in it by reference contain forward-looking
statements that involve risks and uncertainties. Forward-looking statements relate to future events or our
future financial performance and include information concerning our possible or assumed future results of
operations, business strategies, financing plans, competitive position, industry environment, potential
growth opportunities, the progress and timing of our clinical trials or product candidate development
programs, the effect of existing and future regulations and the effects of competition. These statements are
based on our current expectations, beliefs and assumptions, and on information currently available to our
management. In some cases, you can identify forward-looking statements by the use of words such as
“anticipate,” “expect,” “intend,” “plan,” “seek,” “may,” “will,” “should,” “could,” “would,” “believe,”
“estimate,” “project,” “predict,” “potential,” “continue,” or the negative of such terms or similar
expressions. These forward-looking statements are only predictions and involve known and unknown risks,
uncertainties and other factors which may cause our actual results, levels of activities, performance and
other factors to be materially different from those anticipated in such forward-looking statements. Factors
that might cause such differences include the risks discussed in “Risk Factors.”

” « 2«

” «

This list of risk factors is not exclusive and other risks and uncertainties may cause actual results to
differ materially from those in forward-looking statements. You should consider these factors and the
other cautionary statements made in this prospectus, any prospectus supplement or the documents we
incorporate by reference in this prospectus as being applicable to all related forward-looking statements
wherever they appear in this prospectus, any prospectus supplement or the documents incorporated by
reference. We caution investors not to place significant reliance on the forward-looking statements
contained herein. These statements, like all statements in this prospectus, speak only as of the date hereof
(unless another date is indicated) and we undertake no obligation to update or revise the statements.
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ABOUT PROGEN
Overview

We are a globally focused biotechnology company committed to the discovery, development and
commercialization of small molecule therapeutics primarily for the treatment of cancer. Our lead pipeline
product candidate, PI-88, is a multi-targeted cancer therapeutic which is currently in development for the
treatment of post-resection liver cancer, metastatic melanoma, non-small cell lung cancer, or NSCLC,
multiple myeloma and hormone refractory prostate cancer. The lead indication for PI-88 is for the
treatment of post-resection liver cancer and is currently in the late stages of Phase 2 clinical development.
According to the International Journal of Cancer, liver cancer, or hepatocellular carcinoma, is the third
most common cause of cancer death in the world. There are currently no therapies approved by the U.S.
Food and Drug Administration, or FDA, in the post-resection adjuvant setting. We believe that post-
resection liver cancer patients exhibit a high unmet clinical need for which PI-88 may offer the first
effective pharmacological therapy.

In addition to PI-88, we are actively engaged in other drug development efforts. Our second product
candidate, PI-166, is a targeted therapy currently in a Phase 1b clinical trial for the treatment of inoperable
primary liver cancer. PI-166 is a formulation with a very high affinity for primary liver cancer cells. Based
on interim data gathered to date, no drug-related side effects of PI-166 have been observed in patients
enrolled in the trial.

Complementing our clinical development programs, we have an active discovery research program.
Our efforts are primarily focused on the design and development of novel small molecules based on the
inhibition of carbohydrate-protein interactions involved in disease processes. We also operate a
manufacturing facility that provides contract manufacturing and bioprocess technology development
services to Australian and overseas-based clients. We manufacture PI-88 and prepare PI-166 for all clinical
trials that have been conducted to date at this facility.

PI-88

Our lead product candidate, P1-88, is a carbohydrate-based, small molecule which is currently
undergoing clinical development in several different oncology indications. PI-88 is believed to work via two
mechanisms. First, it inhibits the enzyme heparanase, which plays an important role in tumor spread and
invasion through surrounding tissues. Tumors must ordinarily degrade the basement membrane and
extracellular matrix of surrounding tissues in order to grow and heparanase is an enzyme that facilitates
this process. By inhibiting this degradation process, PI-88 reduces the ability of tumors to expand and
spread. Second, PI-88 exerts an anti-angiogenic effect by inhibiting the interaction between growth factors,
heparan sulfate and cellular receptors. As tumors grow, they require additional blood supply to provide
oxygen and nutrients. The generation of these new blood vessels to supply additional blood supply is a
process known as angiogenesis, and it is controlled in part by proteins such as vascular endothelial growth
factor, or VEGF, and fibroblast growth factor, or FGF-1 and FGF-2, binding to their receptors. PI-88
competitively binds to these growth factors, limiting their ability to bind to heparan sulfate and their
receptors. Angiogenesis has been widely validated as an important target in the development of novel anti-
cancer therapies.

Our goal is to commercialize PI-88 as a cytostatic anti-cancer therapy, beginning with liver cancer and
progressing into a range of other types of cancer. Cytostatic drugs are designed to stop tumors from
spreading or recurring, as compared to cytotoxic drugs which are designed to destroy tumor cells, but
which often have adverse effects in normal cells, leading to toxicity.

All of our PI-88 clinical trials to date are being conducted under an Investigational New Drug, or
IND, application issued by the FDA. In addition, PI-88 has been designated by FDA as an orphan drug for
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the treatment of high-risk stage II, stage III and stage IV melanoma. We believe PI-88 may also be eligible
for orphan drug designation in other areas.

The Phase 2 post-resection liver cancer study was originally designed as a two-stage trial, with the first
stage intended to determine optimal dosing and the second to demonstrate efficacy. In April 2006, we met
with the FDA and discussed our registration path for PI-88. Following this meeting, we have decided to
proceed directly to Phase 3 development after completion of the first stage, thereby accelerating the
commencement of our planned Phase 3 clinical trials for post-resection liver cancer. In the April 2006
meeting, the FDA also recommended that we submit Special Purpose Assessments, or SPAs, for our Phase
3 trials. We are currently in discussion with the FDA on the terms of an SPA for PI-88 for the use in post-
resection liver cancer. We are also currently in the process of finalizing a global Phase 3 development plan
with the intention of bringing PI-88 to market in this indication as swiftly and efficiently as possible.

In December 2006, we announced positive preliminary results from our Phase 2, 172-patient, post-
resection liver cancer trial. This study was designed to assess the efficacy and safety of PI-88 administered
to patients that have had their primary liver cancer tumors removed via surgery. PI-88 was administered at
two doses, 160 mg and 250 mg, and compared to an untreated control group. At the 30 week time point,
the preliminary results showed the risk of recurrence to be 1 in 5 for the 160 mg PI-88 treatment group
(disease-free rate of 79%), down from 1 in 3 for the untreated control group (disease-free rate of 65%).
For the patients in the 160 mg group that recurred, time to recurrence was 76% longer at the 80th
percentile than for the untreated control group. This represents disease-free survival, or time to
recurrence, of 30 weeks for the 160 mg PI-88 compared with 17 weeks for the untreated control group. PI-
88 was generally well tolerated at the 160 mg dose, although several patients dropped out in the 250 mg
arm, leading us to the preliminary conclusion that the 160 mg dose rate is more appropriate for further
development. If the results of the final 48 week data from our Phase 2 post-resection liver cancer trial
continue to be positive, we expect to commence the first of our Phase 3 clinical trials during the second
half of 2007.

Aside from liver cancer, PI-88 has completed Phase 2 clinical trials in multiple myeloma and
melanoma and Phase 2 randomized trials are also currently underway in NSCLC, metastatic melanoma
and hormone-refractory prostate cancer. We believe there is potential for PI-88 to have a therapeutic role
in other cancers as well, but we have elected to focus on these five tumor types initially.

We have retained worldwide commercial rights to PI-88. We continue to assess strategic partnering
opportunities in parallel with our ongoing internal commercialization efforts. At the appropriate time, we
intend to select collaborators for later-stage clinical development and commercialization of PI-88.

PI-88 Market Overview

Our drug development efforts are focused on oncology. Despite the approval of numerous new
therapeutic products in the past 10 years, over half a million Americans died of cancer in 2005, according
to the American Cancer Society, making cancer, after heart disease, the second leading cause of death in
the United States. While we believe that PI-88 may prove to be applicable to a broad range of cancer
indications, we have focused our PI-88 clinical development efforts to date on liver cancer, metastatic
melanoma, NSCLC, multiple myeloma and post refractory prostate cancer.

PI-88 belongs to the new class of angiogenesis inhibitors that have only recently been introduced.
Angiogenesis inhibitors currently available include Avastin®, Sutent®, and Nexavar®. These three anti-
angiogenesis products are currently registered in a limited number of cancer indications: Avastin® is
registered for use in colorectal cancer, lung cancer, and breast cancer. Sutent® is registered for use in
gastro-intestinal stromal tumor, or GIST, and renal cell carcinoma, or kidney cancer. Nexavar® is
registered for use in renal cell carcinoma.
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According to the International Journal of Cancer, liver cancer, or hepatocellular carcinoma, is the
third most common cause of cancer death worldwide. The American Cancer Society estimates that there
were over 500,000 new cases of liver cancer diagnosed worldwide in 2005; and an estimated 18,510 new
cases were diagnosed with 16,200 deaths in the U.S. in 2006. Liver cancer prevalence is high in Asia and
Africa, where hepatitis B is especially virulent; while in Japan, Europe, and the United States, liver cancer
incidence is predominantly attributed to underlying hepatitis C infection. The International Journal of
Cancer estimates that 80% of new liver cancer cases will occur in developing countries. Based on a 2005
Frost & Sullivan report, there are approximately 350,000 annual incidences of liver cancer in China, 50,000
in Europe, 50,000 in Japan, 20,000 in South Korea, and over 50,000 elsewhere in South East Asia.

According to the Journal of Clinical Oncology, between 70% and 85% of liver cancer patients are
diagnosed with an advanced or unresectable form of the disease. For patients with resectable tumors their
recurrence rates are among the highest of any solid tumor, approaching 75-100% at 5 years, according to
the Annals of Surgery. We believe that PI-88’s dual mechanism of action is particularly well suited for
patients with resectable liver cancer because PI-88 is being developed to reduce the spread of first tumor
cells and minimize growth of new blood vessels to the tumor. Our goal is to develop and commercialize PI-
88 for treatment in the post-resection population so as to reduce the incidence of recurrence of the
disease, prolong the time to recurrence and ultimately improve the survival rates for patients with
resectable liver cancer. There are currently no FDA-approved therapies for post-resection liver cancer.
These factors all contribute to a significant high unmet medical need combined with limited treatment
alternatives and a rationale for a registration strategy targeting this indication first.

Our market development strategy is based on a registration approach for PI-88 in post-resection liver
cancer targeting U.S., Europe, Japan, China, Taiwan, Korea and other South East Asian countries. This
registration plan is directly related to the economic opportunity available to PI-88 in this key indication.
The Phase 3 clinical development plan will be designed to effectively support the registration plan.

Our Strategy

We intend to develop and commercialize novel therapeutics primarily for cancer. Key elements of our
strategy include:

o [Leveraging in-house expertise and capabilities in product development. We believe that our core
scientific and management teams have a track record in drug discovery and in selecting and
advancing promising product candidates through preclinical and human clinical trials,
demonstrating proof of efficacy, and moving product candidates towards registration and
commercialization.

o Discovering and developing novel small molecule therapeutics using our proprietary drug discovery
technology platform. We will continue to focus our drug discovery research programs on the
discovery and development of novel, small-molecule therapeutics for cancer and other serious
diseases that over time will feed our product candidate pipeline and leverage our drug development
infrastructure.

o Expanding our product candidate pipeline through in-licensing. In addition to our internal drug
development efforts, we intend to selectively in-license lead compounds and new therapies for
cancer and other serious diseases at early stages of development.

o Establishing strategic collaborations for the development and commercialization of our product
candidates. Where appropriate to optimize clinical development and maximize value creation, we
intend to complement our internal capabilities by selectively entering into collaborations with
pharmaceutical and biotechnology companies to complete product development and move our
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product candidates into the marketplace, as well as to improve our ability to move new compounds
into the clinic.

o Capitalizing on our in-house manufacturing capabilities to support the development and
commercialization of our product candidates. We have manufactured PI-88 and formulate PI-166 for
all our preclinical and clinical trials to date at our manufacturing facility. For our PI-88 Phase 3
clinical trials our facility will complete the first step in the manufacturing process. We intend to
leverage our experience in bioprocess manufacturing technologies to support the development and
commercialization of our present and future product candidates.

e Establishing and maintaining a strong intellectual property portfolio. We plan to continue to
aggressively pursue patent protection in the United States and other significant markets, as well as
protect trade secrets and know-how, as our drug discovery technologies uncover additional small
molecule product candidates or as necessitated by our in-licensed development programs.

Other Product Candidates
PI-166

PI-166, our second product candidate in oncology, is a targeted cytotoxic drug candidate currently in a
Phase 1b clinical trial for inoperable primary liver cancer. PI-166 is a novel combination of an active small
organic chemical molecule and a delivery vehicle that directs the active drug constituent to the tumor site.
PI-166 is being developed for potential application in the treatment of advanced liver cancer.

A Phase 1 clinical trial of PI-166 was initiated in Sydney, Australia in 2003. Due to slower than
expected recruitment from the center, two additional sites have been added. The primary objective of this
trial is to investigate the safety and tolerability of escalating doses of PI-166 in patients with advanced stage
primary liver cancer where surgical intervention is no longer an option. Based on interim data to date, no
drug-related side effects of PI-166 have been observed in patients enrolled in the trial.

Research Pipeline

We have an active drug discovery research program that has identified a portfolio of therapeutic
targets that play key roles in cancer, and potentially in other serious diseases. Our discovery team is
designing, synthesizing and screening small molecule compounds directed at these targets. This research
program was partially funded by an AusIndustry START grant until June 2005. In August 2005, we were
successful in being awarded a further AusIndustry grant known as a Commercial Ready Grant that will
continue to partially fund this program until August 2008.

The first class of novel compounds emerged from this program in late 2005. These compounds have
been shown to inhibit heparanase and bind to the pro-angiogenic growth factors VEGF, FGF-1 and FGF-
2. The compounds have been tested in several models of angiogenesis and demonstrated in vitro and in
vivo anti-angiogenic activity and suitable pharmacokinetic profiles. We plan to optimize the compounds
and conduct further research in relevant disease models before selecting lead compounds for formal
toxicity studies and pursuing an IND leading to clinical development.

Manufacturing

We operate a current good manufacturing practice, or cGMP, certified pilot manufacturing facility
that provides contract manufacturing services to the biotechnology industry, earning revenues on a fee for
service basis. Contract and consulting services revenues constituted approximately 56%, 100% and 100%
of our sales revenue for the fiscal years ended June 30, 2004, 2005, and 2006, respectively. The facility also
manufactures PI-88 and prepares PI-166 for all clinical trials that have been conducted to date.
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On November 29, 2006, we received notification from the FDA that the appropriate, chemistry,
manufacturing and control, or CMC, procedures have been put in place to progress PI-88 to Phase 3
clinical trials. This notification follows our end-of-phase 2 CMC meeting with the FDA, held on October
24, 2006, and enables us to manufacture PI-88 for our upcoming Phase 3 clinical trials. Our facility will
manufacture the first step in the process, while a large U.S.-based contract manufacturing company has
been contracted to produce the final active ingredient. We expect to have manufactured more than 150,000
doses of PI-88 in advance of the Phase 3 clinical trials that are expected to commence during the second
half of 2007.

Patent Rights, Licenses and Proprietary Technology
Patents

We own or have exclusive rights to 10 patent families, incorporating 23 granted or accepted for grant
patents and 28 filed applications, including granted composition of matter and method of use patent
families on our lead product candidate, PI-88, in countries including the U.S., Australia, Taiwan, China,
South Africa, and New Zealand. The PI-88 composition of matter patent application has been accepted in
Canada and filed in countries including Europe and Japan. The PI-88 composition of matter patent expires
in 2016.

Licenses

We have an exclusive worldwide license from the Australian National University in Canberra,
Australia, to five families of patents and patent applications relating to PI-88. Our license rights terminate
on November 4, 2018 or ten years after the expiration of the last patent related to the PI-88 technology,
whichever is later. Our license with the Australian National University requires us to pay the University a
portion of PI-88 related payments that we receive, including royalties on sales of PI-88, as well as on any
fees we receive from sublicensing this technology. In addition, we are the assignee to a sixth patent
application.

We also have exclusive worldwide license from the University of New South Wales in Sydney,
Australia, to PI-166. Our license rights terminate on expiration of the last patent forming part of the
technology or, if no patent issues, in 2012 with an option to extend until 2022. Our license with the
University of New South Wales requires us to pay the University a portion of PI-166 related payments that
we receive including royalties on sales of PI-166 as well as on any fees we receive from sublicensing this
technology.

Corporate Information

We were incorporated in September 1989 as Almagest Pty Ltd in the State of Queensland, Australia,
and changed our name to Progen Industries Pty Ltd in April 1990. In March 1991, we converted to a public
limited liability company under the name Progen Industries Limited. At a general meeting of shareholders
held on March 16, 2007 the change of our name to Progen Pharmaceuticals Limited was approved, such
change to become effective on or around March 28, 2007.

We are jointly listed on the Australian Stock Exchange under the symbol “PGL” and the Nasdaq
Capital Market under the symbol “PGLA.” We employ approximately 45 people across two sites in
discovery research, clinical development, manufacturing, business development and administration. The
address of our principal executive office is 16 Benson St., Toowong, Queensland in Australia, and our
telephone number is 61-7-3842-3333. We have manufacturing and drug discovery facilities organized in
Darra, Queensland in Australia. Our website address is www.progen.com.au. We do not incorporate the
information on our website into this prospectus, and you should not consider it part of this prospectus.
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RISK FACTORS

You should be aware that there are various risks to an investment in our securities, including those
described below. You should carefully consider these risk factors, together with all of the other information
included and incorporated by reference in this prospectus, before you decide to invest in our securities.

If any of the following risks, or other risks not presently known to us or that we currently believe to not be
significant, develop into actual events, then our business, financial condition, results of operations or prospects
could be materially adversely affected. If that happens, the market price of our ordinary shares could decline,
and you may lose all or part of your investment.

RISKS RELATED TO OUR BUSINESS
We do not have any products that are approved for commercial sale.

We have not sufficiently advanced the development of our product candidates, PI-88 and PI-166, to
obtain regulatory approval for commercial sale, and, accordingly, have not begun to market or generate
revenues from their commercialization.

PI-88, PI-166 and any of our future product candidates will require significant additional investment
in:

research and development;

e preclinical testing and clinical trials;

e manufacture and supply;

¢ regulatory and sales and marketing activities; and
e regulatory approval prior to any commercial sales.

Despite our ongoing efforts and continued investment in PI-88, PI-166 and or our future product
candidates, neither PI-88 or PI-166, nor any of our future product candidates, may ever be approved for
commercial sale.

We have a history of operating losses and may not achieve profitability.

We have incurred net operating losses in each year since we began operations in 1989. As of
December 31, 2006, we had an accumulated deficit of approximately $55.7 million, primarily attributable to
our research and development activities. We expect to incur significant additional operating losses over at
least the next several years and to increase our cumulative losses substantially as we expand our research
and development and preclinical activities and commence additional clinical trials of PI-88 and PI-166.
Even if PI-88, PI-166 or any of our other product candidates are successfully developed and approved for
commercial sale, they may not generate sufficient revenues to enable us to continue to sustain our losses,
or to ever be profitable.

There is a significant risk that we may not be able to complete the development of PI-88 or PI-166, or develop
other product candidates.

There is no certainty that we will be able to develop PI-88, PI-166 or any future product candidates
adequately to successful commercialization, or that our research will lead to the discovery of additional
product candidates. Moreover, we may be unable to successfully develop any of our current and future
product candidates. Our product candidates, including PI-88 and PI-166, may not:

e prove to be safe and efficacious in clinical trials;
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e meet applicable regulatory standards and receive regulatory approval;
¢ be capable of being produced in commercial quantities, or at reasonable costs; or
e be successfully or profitably marketed, either by us or a collaborative partner.

The products we develop also may not successfully penetrate the potential market for a particular
therapy or indication or gain market acceptance among health care providers, patients and third-party
payors. We cannot predict if or when PI-88, PI-166, or any of our other product candidates under
development will be commercialized.

The results of on-going and future clinical trials of PI-88 and PI-166 are uncertain and we will not be able to
commercialize PI-88, PI-166 or any of our other product candidates if we fail to adequately demonstrate their

safety and efficacy.

Before obtaining regulatory approvals for the commercial sale of any of our product candidates, we
must demonstrate through preclinical testing and clinical studies that our product candidates are safe and
effective for use in humans for each target indication. Conducting preclinical testing and clinical studies is
an expensive, protracted and time-consuming process. Furthermore, the results of preclinical in vitro
studies, which are studies within an artificial environment, and animal studies may not necessarily be
predictive of results obtained in human clinical testing. Likewise, results from early clinical trials may not
be predictive of results obtained in large-scale, later-stage clinical testing. In addition, even though a
potential product candidate shows promising results in clinical trials, regulatory authorities may not grant
the necessary approvals without sufficient safety and efficacy data, or at all.

We are currently conducting four Phase 2 clinical trials of PI-88 in cancer patients in the United
States, Taiwan and Australia and have planned further future trials. If the preliminary results of our
Phase 2 post-resection liver cancer trial are confirmed, we intend to commence a Phase 3 trial during the
second half of 2007. We also are conducting a Phase 1b clinical trial of PI-166 in Australia and, depending
on the results of this trial, may conduct additional clinical trials. We plan to pursue a range of
commercialization approaches for our product candidates, PI-88 and PI-166, among them entering into
collaborative arrangements with one or more suitable pharmaceutical or biotechnology companies. We
cannot make any assurances that we will be able to:

e complete the current clinical trials of PI-88 and PI-166 successfully;
e commence additional clinical trials of PI-88 or PI-166 as anticipated, or at all;

¢ demonstrate the safety and efficacy of PI-88 or PI-166, or their respective superiority over existing
therapies; or

e enter into any collaborative arrangements to commercialize PI-88 and PI-166 on terms acceptable
to us, or at all.

Clinical trials may take up to several years to complete. The length of time for such trials varies
substantially according to the type, complexity, novelty, patient recruitment into and intended use of the
product candidate. When our current and ongoing Phase 2 clinical trials are completed, we may not be
able to pursue further clinical development, execute market development efforts, enter into a collaborative
arrangement with a suitable pharmaceutical or biotechnology company to complete the development of, or
commercialize, PI-88 or PI-166. Moreover, clinical trial results that show insufficient safety and efficacy
could adversely affect our ability to develop our product candidates and would have a material adverse
effect on our business, financial condition and results of operations.

Once clinical trials are completed by us or a collaborative partner, we may not be able to submit as
scheduled a marketing approval request to the Australian Therapeutic Good Administration’s, or TGA,
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Drug Safety and Evaluation Branch, the FDA or any other authority, and if submitted, such request and
application may not be reviewed and cleared by any of these authorities, as applicable, in a timely manner,
or at all.

During the course of clinical trials and toxicology studies, PI-88, PI-166 and our other product
candidates may exhibit unforeseen and unacceptable drug-related toxicities or side effects. If any
unacceptable toxicities or side effects were to occur, we may, or regulatory authorities may require us to,
interrupt, limit, delay or abort the development of our product candidates. In addition, unacceptable
toxicities could ultimately prevent the clearance of our product candidates by the TGA or the FDA for any
or all targeted indications. Even after being cleared by the TGA or the FDA, any of our products may later
be shown to be unsafe or not to have its purported effect, thereby preventing widespread use or requiring
withdrawal from the market. We cannot make any assurances that PI-88, PI-166 or any of our other
product candidates will be safe or effective when administered to patients.

We may experience delays in our clinical trials that could adversely affect our business and operations.

We do not know whether planned clinical trials will begin on time or whether we will complete any of
our clinical trials on schedule, or at all. Our ability to commence and complete clinical trials may be
delayed by many factors, including:

e government or regulatory delays, including delays in obtaining approvals from the FDA, the TGA,
and other applicable review boards;

¢ slower than expected patient recruitment;

¢ our inability to manufacture or prepare, as applicable, sufficient quantities of PI-88, PI-166 or any
of our other product candidates;

¢ unforeseen safety issues; and
e lack of efficacy during the clinical trials.

Patient enrollment is a function of, amongst other things, the nature of the clinical trial protocol, the
existence of competing protocols, the size and longevity of the target patient population, and the
availability of patients who meet the eligibility criteria for the clinical trial. Delays in planned patient
enrollment may result in increased costs, delays in trial completion or termination of clinical trials.
Moreover, we have limited experience in conducting and managing clinical trials and may rely on third
parties to assist us in managing and monitoring clinical trials. Any failure by these third parties to perform
under their agreements with us may cause the trials to be delayed or result in a failure to complete the
trials.

Product development costs to our collaborators and us will increase if we have delays in testing or
approvals or if we need to perform more or larger clinical trials than planned. Any such delays could have
a material adverse effect on the development and commercial prospects of our product candidates and our
business, financial condition and results of operations.

We may be unable to enroll a sufficient number of patients to complete our clinical trials.

Our clinical trials may be suspended at any time for a variety of reasons. Completion of clinical trials
depends on, among other things, our ability to enroll a sufficient number of patients, which is a function of
many factors, including:

¢ the therapeutic endpoints chosen for evaluation;

e proximity of patients to clinical sites;
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e the eligibility criteria for participation in the clinical trials;

o the size of the patient population required for meaningful analysis of the trial results;

e our ability to recruit clinical trial investigators with the appropriate competencies and experience;
e our ability to obtain and maintain patient consents;

e the risk that patients enrolled in clinical trials will drop out of the trials before completion; and

e competition for patients by clinical trial programs for other treatments.

We have in the past experienced and may again experience difficulties in enrolling patients in our
clinical trials, particularly due to the rate of incidence for our target indications in certain populations, as
well as the geographical locations we have selected for conducting our clinical trials. Any such difficulties
could increase the costs or affect the timing or outcome of these trials and could prevent us from
completing these trials.

We may not be successful in performing additional PI-88 clinical trials in other indications.

If our product candidates are approved for one or more initial indications and are successfully
commercialized, our strategy calls for performance of additional clinical trials in other indications. We may
not be able to initiate such additional trials due to a number of factors, including the following:

e we may not have sufficient financial or other resources to undertake such trials;
t h ff tf 1 th t dertak h trials;

e we may be unable to secure sufficient support from leading authorities or influential parties to build
trial protocols and support for conduct of a new trial;

e there may not be sufficient market size to warrant product development in other new
indications; and

e the health care community may believe that our products are limited in use to the already-approved
indications.

Any failure to initiate additional clinical trials in other indications could have a material adverse effect
on our business.

We have limited manufacturing experience, and delays in manufacturing sufficient quantities of PI-88 and
PI-166 for preclinical and clinical trials may negatively impact our business and operations.

We operate a manufacturing facility that has manufactured PI-88 and prepared PI-166 for preclinical
studies and clinical trials to date. We may not, however, be able to manufacture or prepare, as applicable,
sufficient quantities of P1-88, PI-166 or any of our other product candidates in a cost-effective or timely
manner. Any delays in production would delay our preclinical and clinical trials which could have a
material adverse effect on our business, financial condition and results of operations.

For our planned PI-88 Phase 3 trials in post-resection liver cancer, we have contracted an external
organization to finalize the production of bulk PI-88 in a facility that is FDA compliant with current good
manufacturing practices.

We may not be able to obtain adequate supplies of PI-88 from our existing contract manufacturer
and/or negotiate a second supply agreement with an alternate contract manufacturer to manufacture
sufficient supplies of PI-88. If we are unable to do so, our ability to successfully complete our ongoing
clinical trials or commercialize PI-88 will be significantly impaired and our results of operations and
prospects would be materially adversely affected.
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We may be required to enter into contracting arrangements with third parties to manufacture, or
prepare, as applicable, PI-88, PI-166 and our other product candidates for large-scale, later-stage clinical
trials. We may not be able to make the transition to commercial production successfully. We may need to
develop additional manufacturing resources, enter into collaborative arrangements with other parties who
have established manufacturing capabilities, or have third parties manufacture or prepare our products on
a contract basis. We may not have access on acceptable terms to the necessary and substantial financing
that would be required to scale-up production and develop effective commercial manufacturing processes
and technologies. We also cannot make any assurances that we will be able to enter into collaborative or
contracting arrangements on acceptable terms with parties that will meet our requirements for quality,
quantity and timeliness.

To the extent that we enter into contractual relationships with other companies to manufacture our
products, if any, the success of those products may depend on the success of securing and maintaining
contractual relationships with third party manufacturers (and any sub-contractors they engage).

If we are unable to independently commercialize or establish and manage strategic collaborations to develop
PI-88, PI-166 or any of our other product candidates, we may have to reduce or delay our product development
efforts and/or increase our expenditures.

Our strategy for developing and commercializing our product candidates includes entering into
various relationships with pharmaceutical or biotechnology companies to provide us with funding and/or to
perform research, clinical development, regulatory clearance, commercial scale manufacturing, sales,
marketing or distribution activities relating to PI-88, PI-166 or some or all of our current or future product
candidates. To date, we have not entered into any such agreements. Establishing strategic collaborations of
this nature are difficult and time-consuming. Our discussions with potential collaborators may not lead to
the establishment of agreements on favorable terms, if at all. If we are unable to establish collaborative
arrangements, we may have to reduce or delay further development of PI-88, PI-166 and our other product
candidates and/or increase our expenditures and undertake the development and commercialization
activities at our own expense. If we elect to fund our research and development programs on our own, we
will need to obtain additional financing, which may not be available on acceptable terms, or at all.

If we successfully establish strategic collaborations, the management of our relationship with
collaborators will require:

e significant time and effort from our management team;
e coordination of our efforts with the priorities of our collaborators; and
o cffective allocation of our resources to multiple projects.

We cannot be certain that these relationships will result in the successful development or
commercialization of our product candidates or the generation of any revenue. If we enter into strategic
collaborations our success will in part depend on the performance of our collaborators. Factors that could
harm a successful collaboration include:

e collaborators may delay clinical trials, underfund a clinical trial program, stop a clinical trial or
abandon a product candidate, repeat or conduct new clinical trials or require a new formulation of a
product candidate for clinical testing;

e collaborators could independently develop, or develop with third parties, products that could
compete with our current and future product candidates;

e collaborators may not commit adequate resources to the development, marketing and distribution
of our product candidates, limiting potential revenues from the commercialization of a product;
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e collaborators may not pursue further development and commercialization of compounds resulting
from collaborations or may elect not to continue or renew research and development programs;

e the terms of our agreements with collaborators may not be favorable to us;

e disputes may arise delaying or terminating the research and development or commercialization of
our product candidates, resulting in significant litigation or arbitration, or causing collaborators to
act in their own self-interest and not in the interest of our sharcholders; and

e collaborators may terminate their agreements with us if, for example, we fail to meet a required
milestone or observe other obligations in those agreements.

Our limited oversight of the contract research organizations may not be sufficient to avoid significant problems
with the protocols and conduct of the clinical trials.

We intend to engage third party contract research organizations to help us with the conduct of the
Phase 3 trials of PI-88 in post-resection liver cancer. These organizations may not perform all of their
obligations under arrangements with us. If contract research organizations and other third parties do not
perform clinical trials in a satisfactory manner or breach their obligations to us, the development and
commercialization of our product candidates may be delayed or precluded. We cannot control the amount
and timing of resources these contract research organizations devote to our programs or product
candidates. The failure of any of these contract research organizations to comply with any governmental
regulations would substantially harm our development and marketing efforts and delay or prevent
regulatory approval of our product candidates. If we are unable to rely on clinical data collected by others,
we could be required to repeat, extend the duration of, or increase the size of our clinical trials and this
could significantly delay commercialization and require significantly greater expenditures.

We have limited personnel to oversee our out-sourced clinical testing and regulatory approval process.

We intend to engage a contract research organization or organizations to assist with the conduct of
the Phase 3 trials of PI-88 in post-resection liver cancer. We currently have limited personnel to oversee
these efforts. We intend to hire additional personnel skilled in the clinical testing and regulatory
compliance process to oversee the contract research organizations involved in clinical testing of our
compounds. If we are unable to do so, it may adversely affect the commencement date and conduct of our
Phase 3 trials and other clinical development activities.

If we cannot enter into new licensing arrangements, our ability to develop a broad product portfolio could be
limited.

A component of our business strategy is in-licensing drug compounds developed by other commercial
or academic entities. Competition for promising compounds is intense. Moreover, negotiating and
implementing such arrangements is a lengthy and complex process. Other companies with significantly
greater resources may compete with us for such opportunities. If we are not able to identify additional
licensing opportunities or enter into licensing arrangements on acceptable terms, if at all, our ability to
develop a diverse portfolio of product candidates will be adversely affected.
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We may require substantial additional financing in the future to sufficiently fund our operations, development
efforts and research.

We have been unprofitable to date and expect to incur losses over the next several years as we expand
our drug discovery and development programs and preclinical testing, including clinical trials of PI-8§,
PI-166 and our other product candidates. Our actual cash requirements for these activities will depend
upon numerous factors, including:

¢ the continued progress of our research and development programs;

e the timing, scope, results and costs of preclinical studies and clinical trials;
e the progress of licensing efforts;

e the cost, timing and outcome of regulatory submissions and approvals;

e determinations as to the commercial potential of our product candidates;
e our ability to successfully expand our contract manufacturing services;

e our ability to establish and maintain collaborative arrangements;

e the status and timing of competitive developments; and

e certain other factors which are beyond our control.

We are currently planning our Phase 3 trials of PI-88 in patients with post-resection liver cancer. We
anticipate that we will require substantial additional funds in order to conduct this and other clinical trials,
as well as to complete the research and development of our other existing and future product candidates.
In addition, we will require additional funds to:

e pursue regulatory approvals;

e prosecute and defend our intellectual property rights;
e establish commercial scale manufacturing facilities;

¢ develop marketing and sales capabilities; and

¢ fund our operating expenses.

We have no established bank financing arrangements, and we cannot be certain that we will be able to
establish such arrangements on satisfactory terms, or at all. We may seek such additional funding through
public or private financings and/or through strategic alliances or other arrangements. We cannot, however,
be certain that such additional financing will be available from any sources on acceptable terms, or at all,
or that we will be able to establish strategic alliances or other arrangements on acceptable terms, or at all.
Any shortfall in funding could result in our having to curtail our operations, including our research and
development and clinical trial activities, which could have a material adverse effect on our business,
financial condition and results of operations.

Our future success depends on our ability to attract and retain key personnel and cultivate key academic and
scientific collaborations.

Our success is highly dependent on the continued contributions of our principal management and
scientific personnel and on our ability to develop and maintain important relationships with leading
academic institutions and scientists. Competition among pharmaceutical and biotechnology companies for
qualified employees is intense, and we cannot be certain that we will be able to continue to attract and
retain qualified scientific and management personnel critical to our success. We also have relationships
with leading academic and scientific collaborators who conduct research at our request or assist us in
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formulating our research and development strategies. These academic and scientific collaborators are not
our employees and may have commitments to, or consulting or advisory contracts with, other entities that
may limit their availability to us. In addition, these collaborators may have arrangements with other
companies to assist such companies in developing technologies that may prove competitive to ours.

Acceptance of our products in the marketplace is uncertain, and failure to achieve market acceptance will
negatively impact our business and operations.

There is no certainty that our products will achieve market acceptance even if they are approved by
the TGA and the FDA. The degree of market acceptance of our products will depend on a number of
factors, including:

e the receipt and timing of regulatory approvals for the uses that we are studying;

e the establishment and demonstration in the medical community of the safety, clinical efficacy and
cost-effectiveness of our products and their potential advantages over existing therapeutics and
technologies; and

e the pricing and reimbursement policies of governments and third-party payors.

Physicians, patients, payors or the medical community in general may be unwilling to accept, use or
recommend any of our products.

Moreover, due to the prevalence of liver cancer in Asia, if PI-88 or any of our other product
candidates for the treatment of liver cancer obtain regulatory approval for commercialization, we
anticipate that we will need to commercialize our products in numerous foreign markets within Asia,
including China. We have limited foreign regulatory, clinical and commercial expertise and resources. Our
ability to penetrate these markets is subject to numerous risk and uncertainties, including:

e significant governmental controls;

e complex regulatory requirements;

e unexpected changes in regulatory requirements;

e political and economic instability;

e difficulties in costs of managing international operations;

e pricing controls;

e less effective protection for our intellectual property; and

¢ foreign currency risks.

Any of these factors could adversely affect our ability to successfully commercialize our product
candidates.
We may need to establish our own sales, marketing and distribution capability.

We currently have no experience in marketing, sales or distribution of pharmaceutical products. If we
develop any commercially marketable products and decide to perform our own sales and marketing
activities, we will require additional management, will need to hire sales and marketing personnel, and will
require additional capital. We cannot make any assurances that qualified personnel will be available in
adequate numbers or at a reasonable cost, that additional financing will be available on acceptable terms,
or at all, or that our sales staff will achieve success in their marketing efforts. Alternatively, we may be
required to enter into marketing arrangements with other parties who have established appropriate
marketing, sales and distribution capabilities. We may not be able to enter into marketing or co-promotion
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arrangements or that if such arrangements are established, such third parties may not be able to
commercialize our products successfully, or upon reasonable or acceptable terms. If we enter into
marketing, sales or distribution arrangements, any third parties with which we may establish those
arrangements may have significant control over important aspects of the commercialization our products.
Among other things, these third parties may control pricing decisions, market identification, marketing
methods and promotional activities. As a result, we may have limited or no control or influence over these
activities, and our success may depend entirely on the marketing, sales and distribution decisions made by
these third parties.

Many of our competitors have well-established and well-funded marketing and sales operations in
place that will allow them to market their products more successfully. Failure to establish sufficient
marketing capabilities may have a material adverse impact our potential revenues and results of
operations.

Healthcare insurers and other organizations may not pay for our products, or may impose limits on
reimbursement.

The pharmaceutical products we hope to develop may be rejected by the marketplace due to many
factors, including the cost and reimbursement guidelines for these products. The continuing efforts of
governments, insurance companies, health maintenance organizations and other payors of healthcare costs
to contain or reduce healthcare costs may affect our future revenues and profitability and those of our
potential customers, suppliers and collaborative partners, as well as the availability of capital. In Australia
and certain foreign markets, the pricing or profitability of prescription pharmaceuticals is already subject
to government control. We expect initiatives for similar government control at both the state and federal
level to continue in the United States and many other foreign markets. The adoption of any such legislative
or regulatory proposals could have a material adverse effect on our potential revenues and results of
operations.

Our ability to commercially exploit any of our future products, if approved, will depend in part on the
extent to which reimbursement for the cost of our products and related treatment will be available from
government health administration authorities, private health coverage insurers and other organizations.
Third-party payors, such as government and private health insurers, are increasingly challenging the price
of medical products and services. Although the Australian government continues to provide a subsidy to
certain prescribed prescription pharmaceutical products through the Pharmaceutical Benefits Scheme,
which, pending development, could include PI-88 and PI-166, uncertainty exists as to the reimbursement
status of newly approved health care products and in foreign markets, including the United States and
Asia. If third-party coverage is not available to patients for any of the products we develop, alone or with
collaborators, the market acceptance of these products may be reduced which may adversely affect our
future revenues and profitability. In addition, cost containment legislation and reductions in government
insurance programs may result in lower prices for our products and could materially adversely affect our
ability to operate profitably.

We may have product liability exposure.

The importation of biological products entails the risk of product and manufacturer’s liability. We
currently have limited product and manufacturer’s liability insurance coverage related to our current sales
activities. We cannot be certain that this coverage will be adequate to protect us in the event of a successful
product or manufacturer’s liability claim or that the insurance will continue to be available on
commercially reasonable terms.

The testing, marketing and sale of human health care products also entails an inherent risk of product
liability. We may incur substantial liabilities or be required to limit development or commercialization of
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our products if we cannot successfully defend ourselves against product liability claims. In addition,
product liability claims or product recalls, regardless of the ultimate outcome, could require us to spend
significant time and money in litigation and to pay significant damages. We cannot be certain that our
current limited product liability coverage will adequately protect us in the event of a successful product
liability claim or that such insurance will continue to be available on commercially reasonable terms.

We may be liable for damages for any accidental contamination or injury from our use of biological and
hazardous materials or our failure to comply with applicable laws and regulations.

Our research and development activities and manufacturing processes involve the use or sale of
potentially harmful biological materials and hazardous substances. As a result, we are subject to federal,
state and local laws and regulations in Australia governing the use, manufacture, storage, handling and
disposal of potentially harmful biological materials and hazardous substances and certain waste products.
We are also subject to applicable Australian environmental laws and regulations. Although we believe that
our safety procedures for handling and disposing of such materials comply in all material respects with the
standards prescribed by applicable laws and regulations, we cannot completely eliminate the risk of
accidental contamination or injury from these materials. In the event of such an accident, we could be held
liable for any resulting damages and any such liability could exceed our resources. We also believe that we
are in compliance in all material respects with applicable environmental laws and regulations. However,
any potential violation of these and other applicable laws and regulations could be significant and may
negatively impact our business and operations.

Exchange rate fluctuations will continue to affect our reported results of operations.

Substantially all of our revenues are realized, and a significant portion of our operating costs are
incurred, in Australian dollars. Any significant fluctuation in the currency exchange rates between the
Australian dollar and the U.S. dollar will affect our results of operations as presented in U.S. dollars.

RISKS ASSOCIATED WITH OUR TECHNOLOGY AND INTELLECTUAL PROPERTY
Potential technological changes in our field of business create considerable uncertainty.

We are engaged in the biopharmaceutical field, which is characterized by extensive research efforts
and rapid technological progress. New developments in research are expected to continue at a rapid pace
in both industry and academia. Research and discoveries by others may render some or all of our programs
or product candidates uncompetitive or obsolete.

Our business strategy is based in part upon new and unproven technologies to the development of
pharmaceutical products for the treatment of cancer and other serious diseases. Unforeseen problems may
develop with these technologies or applications and it is possible that commercially feasible products will
not ultimately be developed by us.

We may not be able to keep pace with technological change or with the advances of our competitors.

The pharmaceutical and biotechnology industries are subject to rapid and significant technological
change. Our competitors in Australia and elsewhere are numerous and include, among others, major
pharmaceutical companies, large biotechnology firms, universities and other research institutions. These
competitors may develop technologies and products that are more effective than any that we are
developing, or which would render our technology and products obsolete or non-competitive. Many of
these competitors have greater financial and technical resources and manufacturing and marketing
capabilities than we do. In addition, many of our competitors have much more experience than we do in
preclinical testing and human clinical trials of new or improved drugs, as well as in obtaining FDA, TGA
and other regulatory approvals.
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We know that competitors are developing or manufacturing various technologies or products for the
treatment of diseases that we have targeted for product development. Some of these competitive products
use therapeutic approaches that compete directly with some of our product candidates. Our ability to
further develop our products may be adversely affected if any of our competitors were to succeed in
obtaining regulatory approval for their competitive products sooner than we would.

Our success depends upon our ability to protect our intellectual property and our proprietary technology.

Our success will depend in large part on whether we can:

obtain and maintain patents to protect our own products;

e obtain licenses to the patented technologies of third parties;

e operate without infringing on the proprietary rights of third parties; and
e protect our trade secrets and know-how.

Patent matters in the pharmaceutical and biotechnology industries are highly uncertain and involve
complex legal and factual questions. Accordingly, the availability and breadth of claims allowed in
pharmaceutical and biotechnology patents cannot be predicted. Statutory differences in patentable subject
matter may limit the protection we can obtain on some or all of our inventions outside Australia or prevent
us from obtaining patent protection outside Australia, either of which could have a material adverse effect
on our business, financial condition and results of operations. For example, methods of treating humans
are not patentable in many countries outside Australia and the United States. Moreover, since some patent
applications in Australia and the United States are maintained in secrecy until the patent is issued, and
since publication of discoveries in the scientific or patent literature often lags behind actual discoveries, we
cannot be certain that we or any of our licensors were the first creator of inventions covered by pending
patent applications or that we or our licensors were the first to file patent applications for such inventions.
Additionally, the enforceability of a patent depends on a number of factors that may vary between
jurisdictions. These factors may include the novelty of the invention, the requirement that the invention
not be obvious in the light of prior art (including prior use or publication of the invention), the utility of the
invention, and the extent to which the patent clearly describes the best method of working the invention.

While we intend to seek patent protection for our product candidates and technologies, we cannot be
certain that any of the pending or future patent applications filed by us or on our behalf will be approved,
or that we will develop additional proprietary products or processes that are patentable or that we will be
able to license any other patentable products or processes. We also cannot be certain that others will not
independently develop similar products or processes, duplicate any of the products or processes developed
or being developed by us or licensed to us, or design around the patents owned or licensed by us, or that
any patents owned or licensed by us will provide us with competitive advantages. Furthermore, we cannot
be certain that patents held by third parties will not prevent the commercialization of products
incorporating the technology developed by us or licensed to us, or that third parties will not challenge or
seek to narrow, invalidate or circumvent any of the issued, pending or future patents owned or licensed by
us.

Our commercial success will also depend, in part, on our ability to avoid infringement of patents
issued to others. If a court determines that we were infringing any third party patents, we could be required
to pay damages, alter our products or processes, obtain licenses or cease certain activities. We cannot be
certain that the licenses required under patents held by third parties would be made available on terms
acceptable to us or at all. To the extent that we are unable to obtain such licenses, we could be foreclosed
from the development, manufacture or commercialization of the product requiring such license or
encounter delays in product introductions while we attempt to design around such patents, and any of
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these circumstances could have a material adverse effect on our business, financial condition and results of
operations.

We may have to resort to litigation to enforce any patents issued or licensed to us or to determine the
scope and validity of third party proprietary rights. Such litigation could result in substantial costs to be
incurred by us and the diversion of our efforts. We may have to participate in opposition proceedings
before the Australian Patent and Trademark Office or another foreign patent office, or in interference
proceedings declared by the United States Patent and Trademark Office, to determine the priority of
invention for patent applications filed by competitors. Any such litigation, interference or opposition
proceeding, regardless of outcome, could be expensive and time consuming, and adverse determinations in
any such proceedings could prevent us from developing, manufacturing or commercializing our products
and could have a material adverse effect on our business, financial condition and results of operations.

In addition to patent protection, we rely on unpatented trade secrets and know-how and proprietary
technological innovation and expertise that are protected in part by confidentiality and invention
assignment agreements with our employees, advisors and consultants. We cannot make any assurances that
we will have adequate remedies for any breach. In addition, third parties could independently develop the
same or similar technologies.

If we are not able to protect and control unpatented trade secrets, know-how and other technological innovation,
we may suffer competitive harm.

In addition to patented intellectual property, we also rely on unpatented technology, trade secrets,
confidential information and know-how to protect our technology and maintain our competitive position.
Trade secrets are difficult to protect. In order to protect proprietary technology and processes, we rely in
part on confidentiality and intellectual property assignment agreements with our employees, consultants
and others. These agreements may not effectively prevent disclosure of confidential information or result
in the effective assignment to us of intellectual property, and may not provide an adequate remedy in the
event of unauthorized disclosure of confidential information or other breaches of the agreements. In
addition, others may independently discover trade secrets and proprietary information that have been
licensed to us or that we own, and in such case we could not assert any trade secret rights against such
party. Enforcing a claim that a party illegally obtained and is using trade secrets that have been licensed to
us or that we own is difficult, expensive and time-consuming, and the outcome is unpredictable. In
addition, courts outside the United States may be less willing to protect trade secrets. Costly and time-
consuming litigation could be necessary to seek to enforce and determine the scope of our proprietary
rights, and failure to obtain or maintain trade secret protection could have a material adverse effect on our
business.

We do not have patent protection in certain countries and we may not be able to effectively enforce our intellectual
property rights in certain countries, which could significantly erode the market for our product candidates.

We intend to seek regulatory approval to market our product candidates in a number of foreign
countries. Our product candidates are not protected by patents in certain countries, which means that
competitors may be free to sell products that incorporate the same technology that is used in our products
in those countries. In addition, the laws and practices in some foreign countries may not protect
intellectual property rights to the same extent as in the United States. We, or our licensors, may not be
able to effectively obtain, maintain or enforce rights with respect to the intellectual property relating to our
product candidates in those countries. Our lack of patent protection in one or more countries, or the
inability to obtain, maintain or enforce intellectual property rights in one or more countries, could
adversely affect our ability to commercialize our products in those countries and could otherwise have a
material adverse effect on our business.
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RISKS ASSOCIATED WITH GOVERNMENT REGULATION

We may not be able to obtain the extensive government approvals required to bring our product candidates to
market.

Our ongoing research and development activities are, and the production and marketing of our
product candidates derived therefrom will be, subject to regulation by numerous governmental authorities
in Australia, principally the TGA, and by the FDA in the United States, the Medicines & Healthcare
Products Regulatory Agency in the United Kingdom and the European Medicines Evaluation Authority.
Prior to marketing, any product must undergo rigorous preclinical testing and clinical trials, as well as an
extensive regulatory approval process mandated by the TGA and, to the extent that any of our products
under development are marketed abroad, by foreign regulatory agencies including the FDA in the United
States. These processes can take many years and require the expenditure of substantial resources. Delays
in obtaining regulatory approvals could adversely affect the development and commercialization of our
product candidates and could have a material adverse impact on our business, financial condition and
results of operations. Although we intend to make use of fast-track and abbreviated regulatory approval
programs when possible, we cannot be certain that we will be able to obtain the clearances and approvals
necessary for clinical testing or for manufacturing and marketing our products candidates.

We import biological products into Australia under existing permits from the Australian Quarantine
and Inspection Service that require us to declare incoming biological materials and to ensure that such
products contain labels as to their use and disposal under approved methods. Any potential violation of
Australian import laws or modification or revocation of our permits could be significant and may
negatively impact our business and operations.

Our business and operations may be negatively impacted if we fail to comply with government regulations
applicable to our current revenue generating business.

To date, we have derived revenues from contract manufacturing services. Our contract manufacturing
operations include some manufacturing processes that are required to comply with the applicable cGMP
requirements of the TGA, the Australian Office of Gene Technology Regulator and the Australian
National Registration Authority (agricultural and veterinary chemicals), which govern the methods,
controls, facilities and quality assurance procedures used in manufacturing, packing and storing biological
and pharmaceutical products. In addition, certain international markets have quality assurance and
manufacturing requirements that may be more or less rigorous than those in Australia. Our manufacturing
facilities are also subject to periodic inspections by the TGA and the Australian National Registration
Authority. Any potential failure to comply with cGMP requirements or with any other international
requirements could have a material adverse impact on our business, financial condition and results of
operations.

Changes in government legislation and policy may adversely affect us.

While we do not anticipate in the near future any specific material changes in government legislation
that may adversely affect us, any material changes in interest rate, exchange rate, relevant taxation and
other legal regimes and government policies may adversely affect our operations, the use of our financial
resources and the market price of our ordinary shares.
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RISKS ASSOCIATED WITH OUR SHARES
Our stock price may be volatile and the U.S. trading market for our ordinary shares is limited.

The market price for our ordinary shares, like that of the securities of other biotechnology companies,
has fluctuated substantially and may continue to be highly volatile in the future. We believe that the
following factors, in addition to other risk factors described above and elsewhere in this prospectus, will
continue to significantly affect the market price of our ordinary shares:

e the results of preclinical testing and clinical trials by us and our competitors;

o developments concerning research and development, manufacturing, and marketing alliances or
collaborations by us and our competitors;

e announcements of technological innovations or new commercial products by us and our
competitors;

e determinations regarding our patent applications and those of others;

e publicity regarding actual or potential results relating to medicinal products under development by
us and our competitors;

e proposed governmental regulations and developments in Australia, the U.S. and elsewhere;
e litigation;

e economic and other external factors; and

e period-to-period fluctuations in our operating results.

In addition, stock markets have experienced extreme price and volume fluctuations. These
fluctuations have especially affected the stock market price of many high technology and healthcare-
related companies, including biotechnology companies, and, in many cases, are unrelated to the operating
performance of the particular companies. We believe that these broad market fluctuations may continue to
affect the market price of our ordinary shares.

From time to time, there has been limited trading volume with respect to our ordinary shares quoted
on the Nasdaq Capital Market, and there is no certainty that there will continue to be an active trading
market in our ordinary shares.

U.S. shareholders may not be able to enforce civil liabilities against us.

A number of our directors and all of our executive officers are non-residents of the United States, and
all or a substantial portion of the assets of such persons are located outside the United States. As a result,
it may not be possible for investors to effect service of process within the United States upon such persons
or to enforce against them judgments obtained in U.S. courts predicated upon the civil liability provisions
of the federal securities laws of the United States. There is doubt as to the enforceability in Australia in
original actions, or in actions for enforcement of judgments of U.S. courts, of civil liabilities to the extent
predicated upon the federal securities laws of the United States.

U.S. holders of our ordinary shares could be subject to material adverse tax consequences if we are considered a
PFIC for U.S. federal income tax purposes.

There is a risk that we will be classified as a passive foreign investment company, or “PFIC”, for U.S.
federal income tax purposes. Our status as a PFIC could result in a reduction in the after-tax return to U.S.
holders of our ordinary shares and warrants and may cause a reduction in the value of such shares or
warrants. We will be classified as a PFIC for any taxable year in which (i) 75% or more of our gross income
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is passive income or (ii) at least 50% of the average value of all our assets produce or are held for the
production of passive income. For this purpose, passive income includes interest, gains from the sale of
stock, and royalties that are not derived in the active conduct of a trade or business. Because we receive
interest and may recognize gains from the sale of appreciated stock, there is a risk that we will be
considered a PFIC under the income test described above. In addition, because of our cash position, there
is a risk that we will be considered a PFIC under the asset test described above. While we believe that the
PFIC rules were not intended to apply to companies such as us that focus on research, development and
commercialization of drugs, no assurance can be given that the U.S. Internal Revenue Service or a U.S.
court would determine that, based on the composition of our income and assets, we are not a PFIC
currently or in the future. If we were classified as a PFIC, U.S. holders of our ordinary shares and warrants
could be subject to greater U.S. income tax liability than might otherwise apply, imposition of U.S. income
tax in advance of when tax would otherwise apply, and detailed tax filing requirements that would not
otherwise apply. The PFIC rules are complex and you are urged to consult your own tax advisors regarding
the possible application of the PFIC rules to you in your particular circumstances.

As a foreign private issuer we do not have to provide you with the same information as an issuer of securities
based in the U.S.

Because we are a foreign private issuer within the meaning of the rules under the Exchange Act, we
are exempt from certain provisions of that law that are applicable to U.S. public companies, including
(i) the rules under the Exchange Act requiring the filing with the US SEC of quarterly reports on
Form 10-Q or current reports on Form 8-K; (ii) the sections of the Exchange Act regulating the solicitation
of proxies, consents or authorizations in respect of a registered security; and (iii) the sections of the
Exchange Act requiring insiders to file public reports of their stock ownership and trading activities and
liability for insiders who profit from trades made in a short period of time. Thus, you are not afforded the
same protections or information which would be made available to you were you investing in a U.S. public
corporation.

In accordance with the requirements of the Australian Stock Exchange and the Corporations Act
2001, we disclose annual and semi-annual results. Our results are presented in accordance with Australian
International Financial Reporting Standards. With respect to our financial reporting requirements in
Australia our annual financial statements are audited, and our semi-annual financial statements undergo a
review by our independent auditors. In addition, we lodge annual audited financial statements presented in
accordance with U.S. GAAP with the SEC on Form 20-F. Subject to certain exceptions, we are also
required to immediately disclose to the Australian Stock Exchange any information concerning us that a
reasonable person would expect to have a material effect on the price or value of our shares. This would
include matters such as (i) any major new developments relating to our business which are not public
knowledge and may lead to a substantial movement in our share price; (ii) any changes in our board of
directors; (iii) any purchase or redemption by us of our own equity securities; (iv) interests of directors in
our shares or debentures; and (v) changes in our capital structure. We are required to provide our semi-
annual results and other material information that we disclose in Australia in the U.S. under the cover of
Form 6-K. Nevertheless, this information is not the same and may not be as much information as would be
made available to you were you investing in a U.S. public corporation.

Future issuances and sales of our stock could dilute your ownership and cause our stock price to decline.

We intend to continue to finance our operations through the issuance of securities, if feasible,
including by way of the public equity markets, private financings and debt. If we raise additional capital
through the issuance of equity or securities convertible into equity, existing holders of our securities may
experience dilution. Those securities may have rights, preferences or privileges senior to those of the
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holders of our ordinary shares. Additional financing may not be available to us on favorable terms, and
financing available at less favorable terms may lead to more substantial dilution of existing shareholders.

If we fail to comply with internal controls evaluations and attestation requirements our stock price could be
adversely affected.

We are subject to United States securities laws, including the Sarbanes-Oxley Act of 2002 and the
rules and regulations adopted by the SEC pursuant to such Act. As a foreign private issuer, under
Section 404 of the Sarbanes-Oxley Act and the related regulations, we are required to perform an
evaluation of our internal controls over financial reporting, including (1) management’s annual report on
its assessment of the effectiveness of internal controls over financial reporting for the year ending June 30,
2007 and (2) our independent registered public accounting firm’s annual audit of management’s
assessment beginning in the year ending June 30, 2008. We are in the early stages of the systems
documentation and evaluation process. Combined with our initial testing of key internal controls during
fiscal 2007 and the subsequent evaluation and testing by our independent registered public accounting firm
commencing in fiscal 2008, we expect compliance with these requirements to be time-consuming and
expensive. If we fail to complete the evaluation of our internal controls over financial reporting in time, if
we identify material weaknesses in these internal controls or if our independent registered public
accounting firm does not timely attest to our evaluation, we could be subject to regulatory scrutiny and
decreased public confidence in our internal controls, which may adversely affect the market price of our
stock.

Our Constitution and other Australian laws and regulations applicable to us may adversely affect our ability to
take actions that could be beneficial to our shareholders.

As an Australian company we are subject to different corporate requirements than a corporation
organized under the laws of the United States. Our constituent document, or Constitution, as well as the
Corporations Act 2001 set forth various rights and obligations that are unique to us as an Australian
company. These requirements may limit or otherwise adversely affect our ability to take actions that could
be beneficial to our shareholders. You should carefully review the summary of these matters set forth
under the section entitled, “Description of Securities We May Offer,” as well as our Constitution, which is
included as an exhibit to this prospectus, prior to investing in our securities.

23

Clean Proof: For Cycle 6.0



Merrill Corporation 07-8060-3 Tue Mar 20 16:56:10 2007 (V 2.247w--NY CMDOC02) Chksum: 416493 Cycle 6.0
F-3 PROGEN INDUSTRIES LIMITED Seq 27
sriosa c:\fc\79165546120_h10036_1892235\8060-3-CG_T.pdf CopyArea: 38 X 54 TrimSize: 8.25 X 10.75

INCORPORATION BY REFERENCE

The SEC allows us to incorporate by reference documents we file with the SEC, which means that we
can disclose information to you by referring you to those documents. The information incorporated by
reference is considered to be part of this prospectus, and certain later information that we file with the
SEC will automatically update and supersede this information. Any statement so modified or superseded
shall not be deemed, except as so modified or superseded, to constitute a part of this prospectus. We
incorporate by reference the following documents:

(i) our Annual Report on Form 20-F for the fiscal year ended June 30, 2006 filed on
December 22, 2006 and any amendments thereto;

(i) our report on Form 6-K dated March 20, 2007; and

(iii) the description of our securities contained in our Registration Statement on Form 20-F, filed
with the SEC on April 10, 1997 and any amendment or report filed for the purpose of updating that
description.

All annual reports on Form 20-F that we file with the SEC pursuant to the Exchange Act after the
date of this prospectus and prior to the termination of the offering shall be deemed to be incorporated by
reference into this prospectus and to be part hereof from the date of filing of such documents. We may
incorporate by reference any Form 6-K subsequently submitted to the SEC by identifying in such
Form that it is being incorporated by reference into this prospectus.

We shall undertake to provide without charge to each person to whom a copy of this prospectus has
been delivered, upon the written or oral request of any such person to us, a copy of any or all of the
documents referred to above that have been or may be incorporated into this prospectus by reference,
including exhibits to such documents, unless such exhibits are specifically incorporated by reference to such
documents. Requests for such copies should be directed to Progen Industries Limited, 16 Benson Street,
Toowong, Queensland, Australia, Attention: Company Secretary, telephone +61 7 3842 3333.

You should rely only on the information incorporated by reference or provided in this prospectus or
any prospectus supplement. We have not authorized anyone else to provide you with different information.
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WHERE YOU CAN FIND MORE INFORMATION

We have filed a registration statement relating to the securities offered by this prospectus with the
Securities and Exchange Commission. As permitted by the rules and regulations of the Securities and
Exchange Commission, this prospectus omits certain information contained in the registration statement
and the exhibits and schedules filed as a part of the registration statement. For further information about
us and the ordinary shares and warrants to be sold in this offering, you should refer to the registration
statement and to the exhibits and schedules filed as part of the registration statement, as well as any
documents incorporated by reference therein. Statements contained in this prospectus regarding the
contents of any agreement or other document filed as an exhibit to the registration statement are not
necessarily complete, and in each instance reference is made to the copy of the agreement filed as an
exhibit to the registration statement or otherwise incorporated by reference therein, each statement being
qualified by this reference. This registration statement, including the exhibits and schedules filed as a part
of the registration statement, may be inspected at the public reference facilities maintained by the
Securities and Exchange Commission at 100 F Street, N.E., Room 1580, Washington, D.C. 20549, and at
its regional offices located at 233 Broadway, New York, New York 10279 and 500 West Madison Street,
Suite 1400, Chicago, Illinois 60661, and copies of all or any part thereof may be obtained from such offices
upon payment of the prescribed fees. You may call the Securities and Exchange Commission at
1-800-SEC-0330 for further information on the operation of the public reference rooms and you can
request copies of the documents upon payment of a duplicating fee, by writing to the Securities and
Exchange Commission. In addition, the Securities and Exchange Commission maintains a web site that
contains reports, proxy and information statements and other information regarding registrants (including
us) that file electronically with the Securities and Exchange Commission which can be assessed at
http://www.sec.gov.

We are a “foreign private issuer” as defined under Rule 405 of the Securities Act. As a result,
although we are subject to the informational requirements of the Exchange Act, as a foreign private issuer,
we will be exempt from certain informational requirements of the Exchange Act which domestic issuers are
subject to, including the proxy rules under Section 14 of the Exchange Act, the insider reporting and short-
swing profit provisions under Section 16 of the Exchange Act and the requirement to file current reports
on Form 8-K upon the occurrence of certain material events. We intend to fulfill the informational
requirements that do apply to us as a foreign private issuer under the Exchange Act. We will also be
subject to the informational requirements of the Australian Stock Exchange and the Australian
Securities & Investments Commission. You are invited to read and copy reports, statements or other
information, other than confidential filings, that we have filed with the Australian Stock Exchange and the
Australian Securities Investment Commission. Our public filings with the Australian Stock Exchange are
electronically available from the Australian Stock Exchange’s website (http://www.asx.com.au), and you
may call the Australian Securities & Investments Commission at +61 3 5177 3988 for information about
how to obtain copies of the materials that we file with it.

Except for the specific documents incorporated by reference above, no information available on or
through our website, or any other website reference herein, shall be deemed to be incorporated into this
prospectus or the registration statement of which it is a part.
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ENFORCEABILITY OF CIVIL LIABILITIES

We are a public limited company incorporated under the laws of Australia. A majority of our directors
and executive officers are non-residents of the United States, and all or substantially all of the assets of
such persons are located outside the United States. As a result, it may not be possible for you to:

o cffect service of process within the United States upon any of our directors and executive officers or
on us;

e enforce in U.S. courts judgments obtained against any of our directors and executive officers or us
in the U.S. courts in any action, including actions under the civil liability provisions of U.S.
securities laws;

e enforce in U.S. courts judgments obtained against any of our directors and executive officers or us
in courts of jurisdictions outside the United States in any action, including actions under the civil
liability provisions of U.S. securities laws; or

e to bring an original action in an Australian court to enforce liabilities against any of our directors
and executive officers or us based upon U.S. securities laws.

You may also have difficulties enforcing in courts outside the United States judgments obtained in the
U.S. courts against any of our directors and executive officers or us, including actions under the civil
liability provisions of the U.S. securities laws.

DISCLOSURE OF COMMISSION POSITION ON
INDEMNIFICATION FOR SECURITIES ACT LIABILITY

Insofar as indemnification for liabilities arising under the Securities Act may be permitted to
directors, officers and controlling persons of the registrant pursuant to the foregoing provisions, or
otherwise, the registrant has been advised that in the opinion of the Securities and Exchange Commission
such indemnification is against public policy as expressed in the Securities Act and is, therefore,
unenforceable.
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USE OF PROCEEDS

Unless otherwise indicated in an accompanying prospectus supplement, we intend to use the net
proceeds from the sale of securities for general corporate purposes, including the conduct of Phase 3
clinical trials of PI-88 in post-resection liver cancer, the conduct of clinical trials of PI-88 in other
indications, the development of our portfolio of other product candidates and to facilitate in-licensing or
acquiring other technologies which may include funding future acquisitions.

Proceeds may also be used for other purposes specified in the applicable prospectus supplement.

27

Clean Proof: For Cycle 6.0



Merrill Corporation 07-8060-3 Tue Mar 20 16:53:44 2007 (V 2.247w--NY CMDOCO03) Chksum: 46631 Cycle 6.0

F-3 PROGEN INDUSTRIES LIMITED Seq 31
NLUCCA c:\fc\79165320605_d11241 1892236\8060-3-CH_T.pdf CopyArea: 38 X 54 TrimSize: 8.25 X 10.75

CAPITALIZATION AND INDEBTEDNESS

The following table sets forth our capitalization and indebtedness as of December 31, 2006 in
accordance with US GAAP. The information in this table should be read in conjunction with and is
qualified by reference to the financial statements and notes thereto and other financial information
incorporated by reference into this prospectus.

As of December 31,

$000

Short-termdebt.......... ... ... . 137
Stockholders’ equity

Capital stock, ordinary shares.................... ... .. ... 75,023

Accumulated deficit ........... ..o o (55,747)

Accumulated other comprehensive income ................... 1,314
Total stockholders’ equity ........................ ..., 20,590
Total capitalization and indebtedness in accordance with

US-GAAP . . e $ 20,727
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PRICE HISTORY
Markets

The principal non-United States trading market for our ordinary shares is the Australian Stock
Exchange, or the ASX, under the code “PGL.” Our ordinary shares are also quoted on the Nasdaq Capital
Market under the symbol “PGLA.”

Price Range of Ordinary Shares

Australian Stock Exchange (ASX)

The following table sets forth the high and low closing sales prices in Australian dollars of our
ordinary shares as reported on the ASX during the periods indicated:

High  Low
Quarterly Data:
Fourth Quarter 20006. .. ...ttt 730 278
Monthly Data:
September 2006. .. ..o 294 252
October 2000 . ... v vttt e 355 2.8
November 2000 ... ..ottt e 399 340
December 2000 . ... ... e 730 3.75
January 2007. . .. 6.84 5.60
February 2007 ... ... 723 635

The Nasdaq Capital Market

The following table sets forth the high and low closing sales prices in United States dollars of our
ordinary shares as reported on the Nasdaq Capital Market during the periods indicated:

High  Low
Quarterly Data:
Fourth Quarter 2006. .. ...ttt 6.48 191
Monthly Data:
September 2006. . ... 210 1.81
OcCtober 2000 . ... v ettt e e 274 191
November 2000 . . ... ...t 3.10 2.61
December 2000 . .. ... e 6.48 2.80
January 2007. .. ..o 533 431
February 2007 .. ... e 5.57 4.80

On March 19, 2007, the closing sales price in U.S. dollars of the ordinary shares as reported on the
ASX and the Nasdaq Capital Market was $5.66 and $5.60, respectively.
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DESCRIPTION OF SECURITIES WE MAY OFFER
ORDINARY SHARES
General

The following description of our ordinary shares is only a summary. We encourage you to read our
Constitution which is included as an exhibit to this registration statement of which this prospectus forms a
part. We do not have a limit on our authorized share capital and do not recognize the concept of par value
under Australian law. As of December 31, 2006, we had 44,321,828 ordinary shares outstanding. As of the
date of this prospectus, we had 45,832,484 ordinary shares outstanding. No ordinary shares are held by or
on behalf of Progen. In the following summary, a “shareholder” is the person registered in our register of
members as the holder of the relevant securities.

Our directors and senior management also hold 563,000 outstanding options to purchase ordinary
shares which are exercisable at various dates and for various exercise prices into fully paid ordinary shares.

Our board of directors is in the process of restructuring the incentive scheme to ensure it adequately
rewards our directors and employees to deliver superior shareholder returns. This is in response to
shareholder feedback regarding concerns about the plan in light of our share price.The issue of
performance options to directors will require prior approval of our shareholders.

We also have employees holding outstanding options to purchase ordinary shares which are
exercisable at various dates and for various exercise prices into fully paid ordinary shares. As of
December 31, 2006, we had outstanding options to purchase a total of 85,500 ordinary shares held by our
employees, excluding directors and senior management.

Subject to restrictions on the issue of securities in our Constitution, the Corporations Act 2001 and
the Listing Rules of the Australian Stock Exchange and any other applicable law, we may at any time issue
shares and grant options or warrants on any terms, with the rights and restrictions and for the
consideration that the board of directors determine.

The rights and restrictions attaching to ordinary shares are derived through a combination of our
Constitution, the common law applicable to Australia, the Listing Rules of the Australian Stock Exchange,
the Corporations Act 2001 and other applicable law. A general summary of some of the rights and
restrictions attaching to ordinary shares are summarized below. Each ordinary shareholder is entitled to
receive notice of and to be present, to vote and to speak at general meetings.

Changes to Our Share Capital During the Last Three Years

During the last three years to December 31, 2006, the following changes have been made to our
ordinary share capital:

In fiscal 2004, we issued 3,800,000 ordinary shares in a private placement to institutional and
sophisticated investors, 422,086 ordinary shares upon the exercise of shareholder options issued under a
prospectus dated October, 2003, and 199,756 ordinary shares upon the exercise of employee options.

In fiscal 2005, we issued 2,588,502 ordinary shares upon the exercise of shareholder options issued
under the prospectus dated October, 2003, 1,219,015 ordinary shares to institutional and sophisticated
investors, being the number of shareholder options issued under the prospectus dated November 19, 2003
that remained unexercised as at the May 31, 2005 expiry date. In addition, we issued a further 1,528,211
ordinary shares upon the exercise of employee options, and 700,000 ordinary shares upon the exercise of
options issued to an advisor.

In fiscal 2006, we issued 33,000 ordinary shares upon the exercise of employee options.
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During the six month period ending December 31, 2006, we issued 3,690,037 ordinary shares in a
private placement to institutional and sophisticated investors, and 41,998 ordinary shares upon the exercise
of employee and consultant options.

Since December 31, 2006, we have issued 989,156 ordinary shares in a share purchase plan to existing
shareholders, 500,000 ordinary shares to Medigen Biotechnology Corporation, or Medigen, under the
terms of an agreement terminating our Agreement for Strategic Alliance with Medigen, and 21,500
ordinary shares upon the exercise of employee options.

Under the terms of the agreement terminating the Agreement for Strategic Alliance with Medigen we
may issue a further 732,600 ordinary shares and 1,000,000 options to purchase a total of 1,000,000 ordinary
shares subject to Medigen achieving certain specified clinical milestones by certain specified dates.

Dividends

Holders of ordinary shares are entitled to receive such dividends as may be declared by the board of
directors. All dividends are declared and paid according to the amounts paid up on the shares in respect of
which the dividend is paid. As of the date of this prospectus, there have been no dividends paid to holders
of ordinary shares.

Any dividend unclaimed after a period of twelve years from the date of declaration of such dividend
shall be paid to, and held by, the Public Trustee of Queensland. The payment by the board of directors of
any unclaimed dividend, interest or other sum payable on or in respect of an ordinary share or a
preference share into a separate account shall not constitute us as a trustee in respect thereof.

Constitution

Our constituent document is a Constitution which is similar in nature to the by-laws of a company
incorporated under the laws of the U.S. Our Constitution does not provide for or prescribe any specific
objects or purposes of the Company. Our Constitution is subject to the terms of the Listing Rules of the
Australian Stock Exchange and the Corporations Act 2001. Our Constitution may be amended or repealed
and replaced by special resolution of shareholders, which is a resolution passed by at least 75% of the votes
cast by shareholders entitled to vote on the resolution.

Shareholders Meetings

We must hold an annual general meeting within five months of the end of each fiscal year. Our end of
fiscal year is currently June 30 each year. At the annual general meeting, shareholders typically consider
the annual financial report, directors’ report and auditors report and vote on matters, including the
election of directors, the appointment of the auditor (if necessary) and fixing the aggregate limit of non-
executive directors’ remuneration. We may also hold other meetings of shareholders from time to time.
The annual general meeting must be held in addition to any other meetings which we may hold.

The board of directors may call and arrange a meeting of shareholders, when and where they decide.
The directors must call a meeting of shareholders when requested by shareholders who hold at least 5% of
the votes that may be cast at the meeting or at least 100 members who are entitled to vote at the meeting
or as otherwise required by the Corporations Act 2001. Shareholders with at least 5% of the votes that may
be cast at a meeting may also call and hold a general meeting, subject to the notification requirements of
the Corporations Act 2001.

At least 28 calendar days notice must be given of a meeting of shareholders.

Directors, auditors, shareholders, proxies, and attorneys and representatives of shareholders are
entitled to attend general meetings. We may refuse admission to the meeting to anyone (other than a
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director) in accordance with our Constitution and applicable Australian law. For the purpose of
determining who is a shareholder at a particular meeting, the directors will determine that shareholders at
a specified time (typically this will be 48 hours before the meeting) are taken to be shareholders at the
meeting.

The necessary quorum for a meeting of shareholders is three shareholders entitled to vote.

Unless applicable law or our Constitution requires a special resolution, a resolution of shareholders is
passed if more than 50% of the votes cast by shareholders entitled to vote are cast in favor of the
resolution. A special resolution is passed if the notice of meeting sets out the intention to propose the
special resolution and it is passed by at least 75% of the votes cast by shareholders entitled to vote on the
resolution.

A special resolution usually involves more important questions affecting Progen as a whole or the
rights of some or all of our shareholders. Special resolutions are required in a variety of circumstances
under our Constitution and the Corporations Act 2001, including without limitation:

e to change our name;

¢ to amend or repeal and replace our Constitution;

e to approve the terms of issue of preference shares;

e to approve the variation of class rights of any class of shareholders;

e to convert one class of shares into another class of shares;

e to approve certain buy backs of shares;

e to approve a selective capital reduction of our shares;

¢ to approve Progen financially assisting a person to acquire shares in Progen;
e to remove and replace our auditor;

¢ to change our company type;

o with the leave of an authorized Australian court, to approve our voluntary winding up;

¢ to confer on a liquidator of Progen either a general authority or a particular authority in respect of
compensation arrangements of the liquidator; and

e to approve an arrangement entered into between a company about to be, or in the course of being,
wound up.

Shareholder Voting Rights

At a general meeting, every shareholder present (in person or by proxy, attorney or representative)
and entitled to vote has one vote on a show of hands. Every shareholder present (in person or by proxy,
attorney or representative) and entitled to vote has one vote per fully paid ordinary share and that portion
of a vote for any partly paid share that the amount paid on the partly paid share bears to the total amounts
paid and payable, on a poll. This is subject to any other rights or restrictions which may be attached to any
shares. In the case of an equality of votes on a resolution at a meeting (whether on a show of hands or on a
poll), the chairman of the meeting has a deciding vote in addition to any vote that the chairman of the
meeting has in respect of that resolution.
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A poll may be requested by:
e the chairman of the meeting;
e at least five shareholders entitled to vote at the meeting;

¢ any shareholder or shareholders representing in the aggregate not less than 5% of the total voting
rights of all shareholders entitled to vote at the meeting; or

e any shareholder or shareholders holding shares conferring a right to vote at the meeting on which
there have been paid up sums representing in the aggregate not less than 5% of the total sum paid
up on all the shares conferring that right.

The Listing Rules of the Australian Stock Exchange provide that the votes of certain shareholders
must be disregarded in certain circumstances. Generally, a shareholder’s vote may be disregarded if the
person may benefit from the transaction that is the subject of the resolution (subject to certain exceptions,
such as where the benefit is received in their capacity as a shareholder in common with other
shareholders). Without limitation, a shareholder’s vote may be disregarded in respect of:

e the issue of shares or options, if the shareholder is entitled to acquire securities under the issue or
has acquired securities under the issue (subject to a range of exceptions including in respect of a
pro-rata offer made to all shareholders) or is entitled to any other sort of benefit as a result of the
issue (for example underwriting commissions);

e the amendment of the terms of options, if the shareholder holds the relevant options;

e if the shareholder is a director, to approve an increase in the remuneration payable to the directors;
o if the shareholder is a director, in respect of termination benefits payable to directors;

e the acquisition or disposal of a substantial asset;

e the issue of securities to specified related parties or anyone else the Australian Stock Exchange
considers should not be entitled to vote; and

e significant transactions such as changes to the nature and scale of our operations or a change to our
main undertaking.

The Australian Stock Exchange may also identify a person who in their view should not be entitled to
vote.

The Corporations Act 2001 also prohibits shareholders from voting, or requires their votes to be
disregarded, on certain matters where the shareholder may benefit, for example:

e provision of a financial benefit to the shareholder who is a related party;
e approval of a selective buy back of shares from the shareholder; and

e approval of a selective return of capital to the shareholder.

Issue of Shares and Changes in Capital

Subject to our Constitution, the Corporations Act 2001, the Listing Rules of the Australian Stock
Exchange and any other applicable law, we may at any time issue shares and grant options or warrants on
any terms, with preferred, deferred or other special rights and restrictions and for the consideration and
other terms that the directors determine. Our power to issue shares includes the power to issue bonus
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shares (for which no consideration is payable to Progen), preference shares (including redeemable
preference shares) and partly paid shares.

Subject to the requirements of our Constitution, the Corporations Act 2001, the Listing Rules of the
Australian Stock Exchange and any other applicable law, we may:

e consolidate or divide our share capital into a larger or smaller number by resolution passed by
shareholders at a general meeting;

e may reduce our share capital by special resolution passed by at least 75% of the votes cast by
shareholders entitled to vote on the resolution provided that the reduction is fair and reasonable to
our shareholders as a whole, and does not materially prejudice our ability to pay creditors;

e undertake an equal access buyback of our ordinary shares by ordinary resolution of shareholders
(although if we have bought back less than 10% of our shares over the period of the previous 12
months, shareholder approval may not be required); and

e undertake a selective buyback of certain shareholders’ shares by special resolution passed by at least
75% of the votes cast by shareholders entitled to vote on the resolution, with no votes being cast in
favor of the resolution by any person whose shares are proposed to be bought back or by their
associates.

In certain circumstances, including the division of a class of shares into further classes of shares, the
issue of additional shares or the issue of a new class of shares, we may require the approval of any class of
shareholders whose rights are varied or are taken to be varied by special resolution of shareholders
generally and by special resolution of the holder of shares in that class whose rights are varied or taken to
be varied.

Dividends may be paid on shares of one class but not another and at different rates for different
classes.

Liquidation Rights

After satisfaction of the claims of creditors, preferential payments to holders of outstanding
preference shares and subject to any special rights or restrictions attached to shares, on a winding up, any
available assets must be used to repay the capital contributed by the shareholders and any surplus must be
distributed among the shareholders in proportion to the number of fully paid shares held by them. For this
purpose a partly paid share is treated as a fraction of a share equal to the proportion which the amount
paid bears to the total issue price of the share before the winding up began.

If we experience financial problems, the directors may appoint an administrator to take over our
operations to see if we can come to an arrangement with our creditors. If we cannot agree with our
creditors, Progen may be wound up.

A receiver, or receiver and manager, may be appointed by order of a court or under an agreement
with a secured creditor to take over some or all of the assets of a company. A receiver may be appointed,
for example, because an amount owed to a secured creditor is overdue.

We may be wound up by order of a court, or voluntarily if our shareholders pass a special resolution to
do so. A liquidator is appointed when a court orders a company to be wound up or the shareholders of a
company pass a resolution to wind up the company. A liquidator is appointed to administer the winding up
of a company.
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Calls, Lien and Forfeiture in Respect of Partly Paid Shares

Subject to any special rights or restrictions attached to shares, the board of directors may make calls
on the holder of a share for any unpaid portion of the issue price of that share at any time. The directors
may make a call payable by installments. If the amount called is not paid by the requisite time, the
shareholder must pay Progen interest on the amount unpaid from the date the call becomes payable until
and including the date of payment and our costs arising from the non-payment. Joint holders of a share
and their respective personal representatives are all jointly and severally liable to pay all calls on the share.
The board of directors may recover an amount presently payable as a result of a call by suing the
shareholder for the debt, by enforcing the lien on the share or by declaring forfeiture on the share. The
forfeiture of a share extinguishes the former shareholder’s interest in the share. We have a first ranking
lien on each share registered to a shareholder, dividends payable on a shares, proceeds on the sale of a
share for an unpaid call or installment that is due but unpaid on the share, any amounts we are required by
law to pay in respect of the shares of that shareholder, and in respect of any interest and costs presently
payable to Progen by the shareholder. We may sell a share to enforce a lien in certain circumstances. We
do not have any partly paid shares outstanding.

Limitations on Rights to Own Shares

The Foreign Acquisitions and Takeovers Act 1975 (Commonwealth of Australia) (“Foreign
Acquisitions and Takeovers Act 1975”) regulates acquisitions of shares by non-Australian persons giving
rise to substantial interests or controlling interests in an Australian companies. Some of the relevant terms
of the Foreign Acquisitions and Takeovers Act 1975 are summarized below.

In general terms, the Foreign Acquisitions and Takeovers Act 1975 prohibits a foreign interest from
acquiring shares or entering into an agreement to acquire shares or interests in shares if, after the
acquisition or agreement, such foreign interest would hold a substantial interest or controlling interest in
an Australian corporation, without first applying for approval by the Treasurer of the Australian
Government and such approval being granted or 40 days having elapsed after such application was made.

For foreign investors other than U.S. investors, the notification obligation arises in relation to
proposals to acquire a substantial interest or controlling interest in an Australian business, the value of
whose assets exceeds A$100 million or whose business is valued at over A$100 million. As of December 31,
2006, our business had a market valuation of greater than A$100 million. In the case of U.S. investors,
other than the U.S. government and other than when the investment proposal relates to investments in
prescribed sensitive sectors, the requirement to notify the Australian Government of a proposal to acquire
a substantial interest or a controlling interest in an Australian business arises when the value of the assets
of the relevant Australian business exceeds A$871 million or the value of the Australian business exceeds
A$871 million. A U.S. investor is defined as a national or permanent resident of the U.S., a U.S.
enterprise, or a branch of an entity located in the U.S. and carrying on business activities in the U.S. As of
December 31, 2006, we had assets and a market value less than A$871 million and were not regarded as a
business in a sensitive sector.

A “foreign interest” is defined, in summary, as:
e anatural person not ordinarily resident in Australia;

e a company in which a natural person not ordinarily resident in Australia or a foreign company holds
a substantial interest;

e a company in which two or more persons, each of whom is either a natural person not ordinarily
resident in Australia or a foreign company, hold an aggregate substantial interest;
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e the trustee of a trust estate in which a natural person not ordinarily resident in Australia or a
foreign company holds a substantial interest; or

o the trustee of a trust estate in which two or more persons, each of whom is either a natural person
not ordinarily resident in Australia or a foreign company, hold an aggregate substantial interest.

In summary, a person is taken to hold a substantial interest in a company if:

¢ the person, alone or together with any associate or associates of the person, is in a position to
control not less than 15% of the voting power in the company or holds legal or equitable interests in
not less than 15% of the issued shares in the company; or

e two or more persons are taken to hold an aggregate substantial interest in a company if they,
together with any associate or associates of any of them, are in a position to control not less than
40% of the voting power in the company or hold legal or equitable interests in not less than 40% of
the issued shares in the company.

Where a person holds a substantial interest in a company or two or more persons hold an aggregate
substantial interest in a company, that person will be taken to hold a controlling interest in the company, or
those persons will be taken to hold an aggregate controlling interest in the company, unless the Treasurer
of the Commonwealth of Australia (Treasurer) is satisfied that the person together with their associates (if
any) are not in a position to determine the policy of the company.

The Treasurer may make an order prohibiting a proposed acquisition of shares or all or any of the
proposed acquisitions. Where the Treasurer makes an order prohibiting a proposed acquisition of shares,
it may also make an order in relation to a specified foreign person and their associates prohibiting those
persons from acquiring additional interests or voting rights in the company.

Where a person has acquired shares in a company, and the Treasurer is satisfied that the acquisition
has had the result that the company becomes controlled by foreign persons, or in the case of a company
that was previously controlled by foreign persons, includes a person who is not one of the foreign persons
forming part of the existing foreign interest, and that result is contrary to Australia’s national interest, the
Treasurer may make an order directing the person who acquired the shares to dispose of those shares
within a specified time to any person or persons approved in writing by the Australian government.

If a person or persons acquires shares or enters into an agreement to acquire shares or interests which
requires the approval of the Treasurer, but the person or persons fails to get approval, the person or
persons are guilty of an offence and may be liable to penalties and imprisonment. Among other things,
orders are able to be made restraining the exercise of any rights attached to shares held by the foreign
person or corporation and directing the disposal of shares.

Shareholders and potential shareholders are urged to get their own independent legal advice in
relation to the application of the Foreign Acquisitions and Takeovers Act 1975.
Change of Control
Corporations Act 2001

Takeovers of listed Australian public companies, such as Progen, are regulated amongst other things
by the Corporations Act 2001 which prohibits the acquisition of a relevant interest in issued voting shares
in a listed company if the acquisition will lead to the person’s or someone else’s voting power in the
company increasing from 20% or below to more than 20% or increasing from a starting point that is above
20% and below 90%, subject to a range of exceptions.

36

Clean Proof: For Cycle 6.0



Merrill Corporation 07-8060-3 Mon Mar 19 19:45:07 2007 (V 2.247w--NY CMDOCO01) Chksum: 175020 Cycle 6.0
F-3 PROGEN INDUSTRIES LIMITED Seq 40
sriosa c:\fc\78194443429 h10036_1887690\8060-3-CI_T.pdf CopyArea: 38 X 54 TrimSize: 8.25 X 10.75

A relevant interest is defined very broadly to capture most forms of interest in shares. Generally, and
without limitation, a person will have a relevant interest in securities if they:

e are the holder of the securities;
¢ have power to exercise, or control the exercise of, a right to vote attached to the securities; or

¢ have power to dispose of, or control the exercise of a power to dispose of, the securities (including
any indirect or direct power or control).

It does not matter how remote the relevant interest is or how it arises. If two or more people can
jointly exercise one of these powers, each of them is taken to have that power.

If at a particular time a person has a relevant interest in issued securities and the person:
¢ has entered or enters into an agreement with another person with respect to the securities;

e has given or gives another person an enforceable right, or has been or is given an enforceable right
by another person, in relation to the securities; or

e has granted or grants an option to, or has been or is granted an option by, another person with
respect to the securities,

and the other person would have a relevant interest in the securities if the agreement were performed, the
right enforced or the option exercised, the other person is taken to already have a relevant interest in the
securities.

A person will also be regarded as having a relevant interest in voting shares in a company if the non-
voting securities in which the person already had a relevant interest become voting shares in the company
or there is an increase in the number of votes that may be cast on a poll attached to voting shares that the
person already had a relevant interest in. In these circumstances, the acquisition of the relevant interest
will occur when the securities become voting shares or the number of votes increases.

There are a number of exceptions to the prohibition on acquiring a relevant interest in issued voting
shares in a listed company if the acquisition will lead to the person’s or someone else’s voting power in the
company increasing from 20% or below to more than 20% or increasing from a starting point that is above
20% and below 90%. In general terms, some of the more significant exceptions include:

¢ when the acquisition results from the acceptance of an offer under a formal takeover bid;

e when the acquisition is conducted on market by or on behalf of the bidder under a takeover bid and
the acquisition occurs during the bid period;

e when shareholders of the company approve the takeover by resolution passed at general meeting;

e an acquisition by a person if, throughout the 6 months before the acquisition, that person, or any
other person, has had voting power in the company of at least 19% and as a result of the
acquisition, none of the relevant persons would have voting power in the company more than 3
percentage points higher than they had 6 months before the acquisition;

e as a result of a pro-rate issue of shares;

e as a result of dividend reinvestment schemes;
e as a result of underwriting arrangements;

e through operation of law;

e an acquisition which arises through the acquisition of a relevant interest in another listed company;
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e an acquisition arising from an auction of forfeited shares; or
e an acquisition arising through a compromise, arrangement, liquidation or buyback.

Breaches of the takeovers provisions of the Corporations Act 2001 are criminal offenses. The
Australian Securities and Investments Commission and the Australian Takeover Panel have a wide range
of powers relating to breaches of takeover provisions including the ability to make orders canceling
contracts, freezing transfers of, and rights attached to, securities, and forcing a party to dispose of
securities. There are certain defenses to breaches to the takeovers provisions provided in the Corporations
Act 2001.

Disclosure of Interests

The Corporations Act 2001 requires that a person must give notice to Progen in the prescribed form
within two business days (or in some cases by the next business day) if:

¢ the person begins to have, or ceases to have, a substantial holding in Progen. A substantial holding
will arise if a person and their associates have a relevant interest in 5% or more of the votes in
Progen or the person has made a takeover bid for the voting shares in Progen;

o if the person has a substantial holding in Progen and there is a movement of 1% in their holding; or
e if the person makes a takeover bid for Progen.

For the purposes of the notification obligation, a relevant interest in the voting shares is defined very
broadly to capture most forms of interests in our shares. Generally, a person will have a relevant interest in
securities if such person is the holder of the securities, has power to exercise, or control the exercise of, a
right to vote attached to the securities or has power to dispose of, or control the exercise of a power to
dispose of, the securities (including any indirect or direct control or power). Likewise, associates are
defined broadly and include:

e corporate entities owned or controlled by the person;
e corporate entities that control the person;
e corporate entities that are controlled by an entity which controls the person;

e persons with whom the person has or proposes to enter into agreements with which relate to the
composition of our board;

e persons with whom the person has or proposes to enter into agreements with which relate to the
composition of our board; and

e persons with whom the person is acting or is proposing to act in concert.

The rights attaching to our shares for non-compliance with the disclosure of interest requirements
may result in disenfranchisement, loss of entitlement to dividends and other payments and restrictions on
transfer. A person who contravenes these obligations is liable to compensate a person for any loss or
damage the person suffers because of the contravention.
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WARRANTS

The following section describes the general terms and provisions of the warrants we may offer and sell
in this prospectus. The applicable prospectus supplement will describe the specific terms of the warrants
offered through that prospectus supplement as well as any general terms described in this section that will
not apply to those warrants.

We may issue warrants for the purchase of our ordinary shares. Warrants may be issued
independently or together with our ordinary shares and may be attached to or separate from our ordinary
shares. Each series of warrants will be issued under a separate warrant agreement that we will enter into
with a bank or trust company, as warrant agent, as detailed in the applicable prospectus supplement. The
warrant agreement will be filed as an exhibit to a prospectus supplement or to a Form 6-K submission that
is incorporated by reference herein. The warrant agent will act solely as our agent in connection with the
warrants and will not assume any obligation, or agency or trust relationship with you.

The prospectus supplement relating to a particular issue of warrants will describe the terms of those
warrants, including, where applicable:

e the offering price of the warrants, if any;
o the aggregate number of the ordinary shares covered by the warrant;

¢ the designation, and terms of the ordinary shares that may be purchased upon exercise of the
warrants;

¢ the number of ordinary shares that may be purchased upon exercise of a warrant and the exercise
price for the warrants;

¢ the dates on which the right to exercise the warrants shall commence and expire;

e if applicable, the minimum and maximum amount of warrants that may be exercised at any time;

e the currency or currency units in which the offering price, if any, and the exercise price are payable;
o if applicable, a discussion of material U.S. federal income tax considerations;

¢ the antidilution provisions of the warrants, if any;

¢ the redemption or call provisions, if any, applicable to the warrants; and

e any other material terms of the warrants.

After the warrants expire they will become void. The prospectus supplement will describe how to
exercise warrants. The prospectus supplement may provide for the adjustment of the exercise price of the
warrants.

Until a holder exercises warrants to purchase our ordinary shares that holder of equity warrants will
not be entitled:

e to vote, consent or receive dividends;

e receive notices as shareholders with respect to any meeting of shareholders for the election of our
directors or any other matter; or

e exercise any rights as shareholders of Progen.
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TAXATION

The following is a summary of the current tax laws of the U.S. (including the Internal Revenue Code
of 1986, as amended, its legislative history, existing and proposed regulations thereunder, published rulings
and court decisions) and Australia as they relate to us and our shareholders, including United States and
other non-Australian shareholders. The summary is based upon laws and relevant interpretations thereof
in effect as of the date of this registration statement, all of which are subject to change, possibly on a
retroactive basis. The discussion does not address any aspects of U.S. taxation other than federal income
taxation or any aspects of Australian taxation other than federal income taxation, inheritance taxation,
stamp duty and goods and services tax.

Prospective purchasers of ordinary shares are advised to consult their own tax advisors with respect to
the specific tax consequences to them of the purchase, ownership and disposition of ordinary shares,
including, in particular, the effect of any foreign, state or local taxes.

Australian Tax Consequences

Non-Australian residents are liable to pay tax on income derived from Australian sources. The
mechanism by which that tax is paid (for nonresidents who have no permanent establishment in Australia
or where the income is not connected with a permanent establishment) is commonly a form of withholding
tax. Unfranked dividends paid by a resident Australian company to a resident of the United States of
America are subject to withholding tax at the rate of 15%. The rate of withholding tax on dividends is
normally 30%, but since the United States has concluded a double tax treaty agreement with Australia, the
rate is reduced to either 15% or 5% as discussed below. It should be noted, however, that under
Section 128B(3) of the Tax Act, to the extent that dividends paid to nonresidents have been franked
(generally where a company has itself paid tax), such dividends are exempt from withholding tax. Franked
dividends is a description given to dividends when the profits out of which those dividends are paid have
been taxed in our hands (and relevant franking procedures are followed). Accordingly, an Australian
company paying fully franked dividends to a nonresident is not required to deduct any withholding tax.
Dividends on which withholding tax has been paid are not subject to any further Australian tax. In other
words, the withholding tax represents the final Australian tax liability in relation to those dividends.

The pertinent provisions of the double tax treaty between Australia and the United States provide
that dividends are primarily liable for tax in the country of residence of the beneficial owner. However, the
source country, in this case Australia, may also tax them, but in such case the tax will be limited to 15%.
Where the beneficial owner is a United States resident company that holds at least 10% of us, the tax will
be limited to 5%. The 15% limit does not apply to dividends derived by a resident of the United States of
America who has a permanent establishment or fixed base in Australia, if the holding giving rise to the
dividends is effectively connected with that establishment or base. Such dividends are taxed in the normal
way as business profits or independent personal services income as the case may be.

We have not paid any cash dividends since our inception and we do not anticipate the payment of cash
dividends in the foreseeable future. Additionally, we expect to incur additional operating losses until
products arising from our research and development programs are successfully commercialized. See
“Item 8.A. Financial Statements and Other Financial Information—Dividend Policy.”

In general, Australian capital gains tax only applies to capital gains made by non-Australian residents
in relation to (i) Australian real property (essentially land and mining interests), (ii) interests of 10% or
more in an entity whose underlying value is principally derived from Australian real property, (iii) assets
used in carrying on business through an Australian branch or (iv) an option or right to acquire such assets.
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These rules may mean that no Australian capital gains tax will apply in respect of any capital gains
made by non-Australian resident shareholders on the sale of shares in the company, assuming those shares
are held on capital account.

If Australian capital gains tax is payable, such tax is potentially calculated on the difference between
the selling price and the original cost price (assuming both transactions occur at market value).
Shareholders who are individuals, trusts and certain superannuation funds will be entitled to a discount in
relation to their capital gains tax liability if the shares have been held for more than one year. The discount
percentage is 50% for individuals and 33'/,% for other eligible entities.. The discount is not available to
companies. Capital losses are available as deductions but only against other capital gains.

Stamp Duty

Any transfer of shares through trading on the ASX and the Nasdaq Capital Market, whether by
Australian residents or foreign residents, are not be subject to stamp duty.

Australian Death Duty

Australia does not have estate or death duties. No capital gains tax liability is realized upon the
inheritance of a deceased person’s shares. The disposal of inherited shares by beneficiaries, may, however,
give rise to a capital gains tax liability.

Goods and Services Tax

The issue or transfer of shares will not incur Australian goods and services tax and does not require a
stockholder to register for Australian goods and services tax purposes.

U.S. Federal Income Tax Considerations

The following discussion summarizes the principal U.S. federal income tax considerations relating to
the purchase, ownership and disposition of our ordinary shares or warrants by a U.S. holder (as defined
below) holding such shares or warrants as capital assets (generally, property held for investment). This
summary is based on the Internal Revenue Code of 1986, as amended (the “Code”), Treasury regulations,
administrative pronouncements of the U.S. Internal Revenue Service (the “IRS™) and judicial decisions, all
as in effect on the date hereof, and all of which are subject to change (possibly with retroactive effect) and
to differing interpretations. This summary does not describe any state, local or non-U.S. tax law
considerations, or any aspect of U.S. federal tax law other than income taxation; U.S. holders are urged to
consult their own tax advisors regarding such matters.

This summary does not purport to address all material federal income tax consequences that may be
relevant to a holder of ordinary shares or warrants, and this discussion addresses only persons that acquire
ordinary shares or warrants upon their original issuance pursuant to an offering and assumes that each of
our ordinary shares and warrants trade separately. This summary does not take into account the specific
circumstances of any particular investors, some of which (such as tax-exempt entities, banks or other
financial institutions, insurance companies, broker-dealers, traders in securities that elect to use a mark-to-
market method of accounting for their securities holdings, regulated investment companies, real estate
investment trusts, U.S. expatriates, investors liable for the alternative minimum tax, partnerships and other
pass-through entities, investors that own or are treated as owning 10% or more of our voting stock,
investors that hold the ordinary shares or warrants as part of a straddle, hedge, conversion or constructive
sale transaction or other integrated transaction, and U.S. holders whose functional currency is not the U.S.
dollar) may be subject to special tax rules.
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As used below, a “U.S. Holder” is a beneficial owner of an ordinary share or warrant that is, for U.S.
federal income tax purposes, (i) a citizen or resident alien individual of the United States, (ii) a
corporation (or an entity taxable as a corporation) created or organized under the law of the United States,
any State thereof or the District of Columbia, (iii) an estate, the income of which is subject to U.S. federal
income tax without regard to its source, or (iv) a trust if (1) a court within the United States is able to
exercise primary supervision over the administration of the trust, and one or more U.S. persons have the
authority to control all substantial decisions of the trust, or (2) the trust has a valid election in effect under
applicable U.S. Treasury Regulations to be treated as a U.S. person. For purposes of this discussion, a
“Non-US Holder” is a beneficial owner of an ordinary share or warrant that is (i) a nonresident alien
individual, (ii) a corporation (or an entity taxable as a corporation) created or organized in or under the
law of a country other than the United States or a political subdivision thereof or (iii) an estate or trust that
is not a U.S. holder. This discussion does not address any aspect of U.S. federal gift or estate tax, or state,
local or non-U.S. tax laws. Additionally, the discussion does not consider the tax treatment of partnerships
or other pass-through entities or persons who hold ordinary shares or warrants through such entities. If a
partnership (including for this purpose any entity treated as a partnership for U.S. federal tax purposes) is
a beneficial owner of ordinary shares or warrants, the U.S. federal tax treatment of a partner in the
partnership generally will depend on the status of the partner and the activities of the partnership. A
holder of ordinary shares or warrants that is a partnership and partners in that partnership are urged to
consult their own tax advisers regarding the U.S. federal income tax consequences of purchasing, holding
and disposing of ordinary shares or warrants.

We have not sought a ruling from the IRS or an opinion of counsel as to any U.S. federal income tax
consequence described herein. The IRS may disagree with the description herein, and its determination
may be upheld by a court.

GIVEN THE COMPLEXITY OF THE TAX LAWS AND BECAUSE THE TAX CONSEQUENCES TO
ANY PARTICULAR INVESTOR MAY BE AFFECTED BY MATTERS NOT DISCUSSED HEREIN,
PROSPECTIVE INVESTORS ARE URGED TO CONSULT THEIR OWN TAX ADVISORS WITH
RESPECT TO THE SPECIFIC TAX CONSEQUENCES OF THE ACQUISITION, OWNERSHIP AND
DISPOSITION OF ORDINARY SHARES OR WARRANTS, INCLUDING THE APPLICABILITY AND
EFFECT OF STATE, LOCAL AND NON-U.S. TAX LAWS, AS WELL AS U.S. FEDERAL TAX LAWS.

TO ENSURE COMPLIANCE WITH REQUIREMENTS IMPOSED BY THE IRS UNDER TREASURY
CIRCULAR 230, WE INFORM YOU THAT (1) ANY DISCUSSION OF U.S. FEDERAL INCOME TAX
ISSUES CONTAINED IN THIS INFORMATION CIRCULAR (INCLUDING ANY ATTACHMENTS),
UNLESS OTHERWISE SPECIFICALLY STATED, WAS NOT INTENDED OR WRITTEN TO BE USED,
AND CANNOT BE USED, FOR THE PURPOSE OF AVOIDING PENALTIES UNDER THE UNITED
STATES INTERNAL REVENUE CODE, (2) SUCH DISCUSSION WAS WRITTEN TO SUPPORT THE
PROMOTION OR MARKETING OF THE ARRANGEMENT OR MATTERS ADDRESSED BY THIS
INFORMATION CIRCULAR AND (3) EACH U.S. HOLDER SHOULD SEEK ADVICE BASED UPON
THEIR PARTICULAR CIRCUMSTANCES FROM AN INDEPENDENT TAX ADVISOR.

Allocation of Purchase Price Between Ordinary Shares and Warrants

If ordinary shares and warrants are issued as a unit, a U.S. Holder generally must allocate the
purchase price of such unit between each ordinary share and each warrant that comprise the unit based on
the relative fair market value of each. Of the purchase price for any unit we offer, we may allocate a
portion to each ordinary share and to each warrant comprising part of such unit, as described in the
prospectus supplement relating thereto. The price allocated to each ordinary share and each warrant
generally will be the U.S. Holder’s tax basis in such share or warrant, as the case may be. While uncertain,
the IRS, by analogy to the rules relating to the allocation of the purchase price to components of a unit
consisting of debt and equity, may take the position that our allocation of the purchase price will be
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binding on a U.S. Holder of a unit, unless the U.S. Holder explicitly discloses in a statement attached to
the U.S. Holder’s timely filed U.S. federal income tax return for the taxable year that includes the
acquisition date of the unit that the U.S. Holder’s allocation of the purchase price between each ordinary
share and each warrant that comprise the unit is different than our allocation. Our allocation would not,
however, be binding on the IRS.

Each U.S. Holder is urged to consult their own tax advisor with respect to the risks associated with an
allocation of the purchase price between the ordinary shares and each warrant that comprise a unit that is
inconsistent with our allocation of the purchase price.

Taxation of Distributions

U.S. Holders. 1n general, subject to the passive foreign investment company (“PFIC”) rules discussed
below, a distribution on an ordinary share will constitute a dividend for U.S. federal income tax purposes
to the extent that it is made from our current or accumulated earnings and profits as determined under
U.S. federal income tax principles. If a distribution exceeds the amount of our current and accumulated
earnings and profits, it will be treated as a non-taxable reduction of basis to the extent of the U.S. Holder’s
tax basis in the ordinary share on which it is paid, and to the extent it exceeds that basis it will be treated as
a capital gain. For purposes of this discussion, the term “dividend” means a distribution that constitutes a
dividend for U.S. federal income tax purposes.

The gross amount of any dividend on an ordinary share (which will include the amount of any
Australian taxes withheld) generally will be subject to U.S. federal income tax as foreign source dividend
income and will not be eligible for the corporate dividends received deduction. The amount of a dividend
paid in Australian currency will be its value in U.S. dollars based on the prevailing spot market exchange
rate in effect on the day that the U.S. Holder receives the dividend, whether or not the dividend is
converted into U.S. dollars. A U.S. holder will have a tax basis in any distributed Australian currency equal
to its U.S. dollar amount on the date of receipt, and any gain or loss realized on a subsequent conversion
or other disposition of the Australian currency generally will be treated as U.S. source ordinary income or
loss. If dividends paid in Australian currency are converted into U.S. dollars on the date they are received
by a U.S. Holder, the U.S. Holder generally should not be required to recognize foreign currency gain or
loss in respect of the dividend income. U.S. Holders are urged to consult their own tax advisers regarding
the treatment of any foreign currency gain or loss if any Australian currency received by the U.S. Holder is
not converted into U.S. dollars on the date of receipt.

Subject to certain exceptions for short-term and hedged positions, any dividend that a non-corporate
holder receives on an ordinary share in a taxable year beginning before January 1, 2011 will be subject to a
maximum tax rate of 15% if the dividend is a “qualified dividend.” A dividend on an ordinary share will be
a qualified dividend if (i) either (a) the ordinary shares are readily tradable on an established securities
market in the U.S. or (b) we are eligible for the benefits of a comprehensive income tax treaty with the
U.S. that the U.S. Secretary of the Treasury determines is satisfactory for purposes of these rules and that
includes an exchange of information program, and (ii) we were not, in the year prior to the year the
dividend was paid, and are not, in the year the dividend is paid, a PFIC. The ordinary shares are listed on
the Nasdaq Capital Market, which should qualify them as readily tradable on an established securities
market in the United States. In any event, the double tax treaty between Australia and the U.S. (the
“Treaty”) satisfies the requirements of clause (i)(b), and, although the matter is not free from doubt, we
believe that we should be a resident of Australia entitled to the benefits of the Treaty. However, because
the facts relating to our entitlement to the benefits of the Treaty can change over time, there can be no
assurance that we will be entitled to the benefits of the Treaty for any taxable year. Based on our audited
financial statements and relevant market and shareholder data, we believe we were not a PFIC for U.S.
federal income tax purposes for our June 30, 2006 taxable year. However, based on our audited financial
statements and our current expectations regarding the value and nature of our assets, the sources and
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nature of our income, and relevant market and shareholder data, it is possible that we could be classified as
a PFIC for our June 30, 2007 taxable year Moreover, given that the determination of PFIC status involves
the application of complex tax rules, and that its is based on the nature of our income and assets from time
to time, no assurances can be provided that we will not be considered a PFIC for the current (or any past
or future) taxable year. In addition, as described in the section below entitled “Passive Foreign Investment
Company Rules,” if we were a PFIC in a year while a U.S. Holder held an ordinary share, and if the U.S.
Holder has not made a qualified electing fund election effective for the first year the U.S. Holder held the
ordinary share, the ordinary share remains an interest in a PFIC for all future years or until such an
election is made. The Internal Revenue Service takes the position that that rule will apply for purposes of
determining whether an ordinary share is an interest in a PFIC in the year a dividend is paid or in the prior
year, even if the Company does not satisfy the tests to be a PFIC in either of those years.

Even if dividends on the ordinary shares would otherwise be eligible for qualified dividend treatment,
in order to qualify for the reduced qualified dividend tax rates, a non-corporate holder must hold the
ordinary share on which a dividend is paid for more than 60 days during the 120-day period beginning 60
days before the ex-dividend date, disregarding for this purpose any period during which the non-corporate
holder has an option to sell, is under a contractual obligation to sell or has made (and not closed) a short
sale of substantially identical stock or securities, is the grantor of an option to buy substantially identical
stock or securities or, pursuant to Treasury regulations, has diminished their risk of loss by holding one or
more other positions with respect to substantially similar or related property. In addition, to qualify for the
reduced qualified dividend tax rates, the non-corporate holder must not be obligated to make related
payments with respect to positions in substantially similar or related property. Payments in lieu of
dividends from short sales or other similar transactions will not qualify for the reduced qualified dividend
tax rates. A non-corporate holder that receives an extraordinary dividend eligible for the reduced qualified
dividend rates must treat any loss on the sale of the stock as a long-term capital loss to the extent of the
dividend. For purposes of determining the amount of a non-corporate holder’s deductible investment
interest expense, a dividend is treated as investment income only if the non-corporate holder elects to treat
the dividend as not eligible for the reduced qualified dividend tax rates. Special limitations on foreign tax
credits with respect to dividends subject to the reduced qualified dividend tax rates apply to reflect the
reduced rates of tax.

The U.S. Treasury has announced its intention to promulgate rules pursuant to which non-corporate
holders of stock of non-U.S. corporations, and intermediaries though whom the stock is held, will be
permitted to rely on certifications from issuers to establish that dividends are treated as qualified
dividends. Because those procedures have not yet been issued, it is not clear whether we will be able to
comply with them.

Non-corporate holders of ordinary shares are urged to consult their own tax advisers regarding the
availability of the reduced qualified dividend tax rates in the light of their own particular circumstances.

Any Australian withholding tax will be treated as a foreign income tax eligible for credit against a U.S.
Holder’s U.S. federal income tax liability, subject to generally applicable limitations under U.S. federal
income tax law. For purposes of computing those limitations separately under current law for specific
categories of income, a dividend generally will constitute foreign source “passive income” or, in the case of
certain holders, “financial services income” for purposes of taxable years beginning before January 1, 2007.
For taxable years beginning after December 31, 2006, “passive income” generally will be treated as
“passive category income,” and “financial services income” generally will be treated as “general category
income.” A U.S. Holder will be denied a foreign tax credit with respect to Australian income tax withheld
from dividends received with respect to the ordinary shares to the extent the U.S. Holder has not held the
ordinary shares for at least 16 days of the 30-day period beginning on the date which is 15 days before the
ex-dividend date or to the extent the U.S. Holder is under an obligation to make related payments with
respect to substantially similar or related property. Any days during which a U.S. Holder has substantially
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diminished its risk of loss on the ordinary shares are not counted toward meeting the 16-day holding period
required by the statute. The rules relating to the determination of the foreign tax credit are complex, and
U.S. Holders are urged to consult with their own tax advisers to determine whether and to what extent they
will be entitled to foreign tax credits as well as with respect to the determination of the foreign tax credit
limitation (including changes in the rules for taxable years beginning after December 31, 2006).
Alternatively, any Australian withholding tax may be taken as a deduction against taxable income,
provided the U.S. Holder takes a deduction and not a credit for all foreign income taxes paid or accrued in
the same taxable year. In general, special rules will apply to the calculation of foreign tax credits in respect
of dividend income that is subject to preferential rates of U.S. federal income tax.

Non-U.S. Holders. A dividend paid to a Non-U.S. Holder on an ordinary share will not be subject to
U.S. federal income tax unless the dividend is effectively connected with the conduct of trade or business
by the non-U.S. Holder within the United States (and is attributable to a permanent establishment or fixed
base the Non-U.S. Holder maintains in the United States if an applicable income tax treaty so requires as a
condition for the Non-U.S. Holder to be subject to U.S. taxation on a net income basis on income from the
ordinary share). A Non-U.S. Holder generally will be subject to tax on an effectively connected dividend in
the same manner as a U.S. Holder. A corporate Non-U.S. Holder may also be subject under certain
circumstances to an additional “branch profits tax,” the rate of which may be reduced pursuant to an
applicable income tax treaty.

Taxation of Capital Gains

U.S. Holders. Subject to the passive foreign investment company rules discussed below, on a sale or
other taxable disposition of an ordinary share or warrant, a U.S. Holder will recognize capital gain or loss
in an amount equal to the difference between the U.S. holder’s adjusted basis in the ordinary share or
warrant and the amount realized on the sale or other disposition, each determined in U.S. dollars. See
“Exercise or Lapse of a Warrant” below for a discussion regarding a U.S. Holder’s basis in an ordinary
share acquired pursuant to the exercise of a warrant.

Such capital gain or loss will be long-term capital gain or loss if at the time of the sale or other taxable
disposition the ordinary share or warrant has been held for more than one year. In general, any adjusted
net capital gain of an individual for a taxable year beginning before January 1, 2011 is subject to a
maximum tax rate of 15%. In subsequent years, the maximum tax rate on the net capital gain of an
individual will be 20%. Capital gains recognized by corporate U.S. Holders generally are subject to U.S.
federal income tax at the same rate as ordinary income. The deductibility of capital losses is subject to
various limitations.

Any gain a U.S. Holder recognizes generally will be U.S. source income for U.S. foreign tax credit
purposes, and, subject to certain exceptions, any loss will generally be a U.S. source loss. If an Australian
tax is withheld on a sale or other disposition of an ordinary share or warrant, the amount realized will
include the gross amount of the proceeds of that sale or disposition before deduction of the Australian tax.
The generally applicable limitations under U.S. federal income tax law on crediting foreign income taxes
may preclude a U.S. Holder from obtaining a foreign tax credit for any Australian tax withheld on a sale of
an ordinary share or warrant. The rules relating to the determination of the foreign tax credit are complex,
and U.S. Holders are urged to consult with their own tax advisers regarding the application of such rules.
Alternatively, any Australian withholding tax may be taken as a deduction against taxable income,
provided the U.S. Holder takes a deduction and not a credit for all foreign income taxes paid or accrued in
the same taxable year.

Non-U.S. Holders. A Non-U.S. Holder will not be subject to U.S. federal income tax on a gain
recognized on a sale or other disposition of an ordinary share or warrant unless (i) the gain is effectively
connected with the conduct of a trade or business by the Non-U.S. Holder within the United States (and is
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attributable to a permanent establishment or fixed base that the Non-U.S. Holder maintains in the United
States if an applicable income tax treaty so requires as a condition for the Non-U.S. Holder to be subject to
U.S. taxation on a net income basis on income from the ordinary share or warrant), or (ii) in the case of a
Non-U.S. Holder who is an individual, the Non-U.S. Holder is present in the United States for 183 or more
days in the taxable year of the sale or other disposition and certain other conditions apply. Any effectively
connected gain of a corporate Non-U.S. Holder may also be subject under certain circumstances to an
additional “branch profits tax”, the rate of which may be reduced pursuant to an applicable income tax
treaty.

Exercise or Lapse of a Warrant

Subject to the discussion of the PFIC rules below, a U.S. Holder generally will not recognize gain or
loss upon the exercise of a warrant. Ordinary shares acquired pursuant to the exercise of a warrant for cash
generally will have a tax basis equal to the U.S. Holder’s tax basis in the warrant, increased by the amount
paid to exercise the warrant. The holding period of such ordinary shares generally would begin on the day
after the date of exercise of the warrant. If the terms of a warrant provide for any adjustment to the
number of shares of ordinary shares for which the warrant may be exercised or to the exercise price of the
warrant, such adjustment may, under certain circumstances, result in constructive distributions that could
be taxable to a U.S. Holder of the warrant. Conversely, the absence of an appropriate adjustment similarly
may result in a constructive distribution that could be taxable to a U.S. Holder of the warrant. A
constructive distribution to a U.S. Holder of a warrant generally will be taxed in the manner described
above under “U.S. Federal Income Tax Considerations-Taxation of Distributions,” although it is unclear
whether a constructive distribution on a warrant that is taxed as a dividend to a non-corporate holder of
the warrant would be eligible for the reduced qualified dividend tax rates. If a warrant is allowed to lapse
unexercised, a U.S. Holder generally will recognize a capital loss equal to such holder’s tax basis in the
warrant. U.S. Holders who exercise a warrant other than by paying the exercise price in cash are urged to
consult their own tax advisors regarding the tax treatment of such an exercise, which may vary from that
described above.

Passive Foreign Investment Company Rules

A special set of U.S. federal income tax rules applies to a foreign corporation that is a PFIC for U.S.
federal income tax purposes. As noted above, based on our audited financial statements and relevant
market and shareholder data, we believe we were not a PFIC for U.S. federal income tax purposes for our
June 30, 2006 taxable year. However, based on our audited financial statements and our current
expectations regarding the value and nature of our assets, the sources and nature of our income, and
relevant market and shareholder data, it is possible that we could be classified as a PFIC for our June 30,
2007 taxable year. Moreover, given that the determination of PFIC status involves the application of
complex tax rules, and that its is based on the nature of our income and assets from time to time, no
assurances can be provided that we will not be considered a PFIC for the current (or any past or future)
taxable year.

In general, a foreign corporation is a PFIC if at least 75% of its gross income for the taxable year is
passive income or if at least 50% of its assets for the taxable year produce passive income or are held for
the production of passive income. In general, passive income for this purpose means, with certain
designated exceptions, dividends, interest, rents, royalties (other than certain rents and royalties derived in
the active conduct of trade or business), annuities, net gains from dispositions of certain assets, net foreign
currency gains, income equivalent to interest, income from notional principal contracts and payments in
lieu of dividends. The determination of whether a foreign corporation is a PFIC is a factual determination
made annually and is therefore subject to change. Subject to exceptions pursuant to certain elections that
generally require the payment of tax, once stock or a warrant in a foreign corporation is classified as stock
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or a warrant in a PFIC in the hands of a particular shareholder that is a U.S. person, it remains stock or a
warrant in a PFIC in the hands of that shareholder.

Unfavorable tax consequences for a U.S. Holder can occur if we are treated as a PFIC for any year
while a U.S. Holder owns ordinary shares or warrants. These tax consequences can be mitigated with
respect to a U.S. Holder’s ordinary shares (but not a U.S. Holder’s warrants) if the U.S. Holder makes, or
has made, a timely qualified electing fund election or election to mark to market the holder’s ordinary
shares, and such election is in effect for the first taxable year during which the U.S. Holder owns ordinary
shares that we are a PFIC. If we are treated as a PFIC, and neither election is made, then contrary to the
tax consequences described in “U.S. Federal Income Tax Considerations-Taxation of Distributions” and
“U.S. Federal Income Tax Considerations-Taxation of Capital Gains” above, in any year in which the U.S.
Holder either disposes of an ordinary share or a warrant at a gain or receives one or more “excess
distributions™ in respect of our ordinary shares or warrants, special rules apply to the taxation of the gain
or the excess distributions. For purposes of these rules, a U.S. Holder will be treated as receiving an
“excess distribution” to the extent that actual or constructive distributions received in the current taxable
year exceed 125% of the average distributions (whether actual or constructive and whether or not out of
earnings and profits) received by such U.S. Holder in respect of our ordinary shares or warrants during the
three preceding years or, if shorter, the U.S. Holder’s holding period. A disposition of an ordinary share or
a warrant, for purposes of these rules, includes many transactions on which gain or loss is not realized
under general U.S. federal income tax rules (but generally should not include the exercise of a warrant, as
discussed below). The gain or the excess distributions must be allocated ratably to each day the U.S.
Holder has held the ordinary share or the warrant, as the case may be. Amounts allocated to each year are
taxable as ordinary income in their entirety (and are not eligible for the reduced qualified dividend rates)
and not as capital gain, and amounts allocable to prior years may not be offset by any deductions or losses.
Amounts allocated to each such prior year are taxable at the highest rate in effect for that year and are
subject to an interest charge at the rates applicable to deficiencies for income tax for those periods. In
addition, a U.S. Holder’s tax basis in an ordinary share or a warrant that is acquired from a decedent would
not receive a step-up to fair market value as of the date of the decedent’s death but instead would be equal
to the decedent’s basis, if lower.

The special PFIC rules described above will not apply to a U.S. Holder’s ordinary shares if the U.S.
Holder makes a timely election, which remains in effect, to treat us as a qualified electing fund, or QEF,
for the first taxable year in which the U.S. Holder owns an ordinary share and in which we are classified as
a PFIC, provided that we comply with certain reporting requirements. Instead, a U.S. Holder that has
made a QEF election is required for each taxable year to include in income a pro rata share of our
ordinary earnings as ordinary income and a pro rata share of its net capital gain as long-term capital gain,
subject to a separate election to defer payment of taxes, which deferral is subject to an interest charge. In
order for such a QEF election to be valid, we must provide U.S. Holders either (1) a statement showing
such U.S. Holder’s pro rata share of our ordinary earnings and net capital gain (calculated for U.S. tax
purposes) for the Company’s taxable year, (2) sufficient information to enable the U.S. Holder to calculate
its pro rata share for such year, or (3) a statement that the Company has permitted the U.S. Holder to
inspect and copy its permanent books of account, records, and such other documents as may be maintained
by us that are necessary to establish that PFIC ordinary earnings and net capital gain are computed in
accordance with U.S. income tax principles. We have not yet determined whether, if we are classified as a
PFIC, we would make the computations necessary to supply U.S. Holders with the information needed to
report income and gain pursuant to a QEF election. It is, therefore, possible that U.S. Holders would not
be able to make or retain that election in any year we are a PFIC. The QEF election is made on a
shareholder-by-shareholder basis and can be revoked only with the consent of the IRS. A U.S. Holder
generally makes a QEF election by attaching a completed IRS Form 8621 (Return by a Shareholder of a
Passive Foreign Investment Company or Qualified Electing Fund), including the information provided in a
PFIC annual information statement, to a timely filed U.S. federal income tax return for the tax year to
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which the election relates. Retroactive QEF elections may only be made by filing a protective statement
with such return or with the consent of the IRS. A U.S. Holder may make a separate election to defer the
payment of taxes on undistributed income inclusions under the QEF rules, but if deferred, any such taxes
will be subject to an interest charge.

If a U.S. Holder has elected the application of the QEF rules to the U.S. Holder’s ordinary shares,
and the special tax and interest charge rules described in the second preceding paragraph do not apply to
such shares (because of a timely QEF election for the first tax year of the U.S. Holder’s holding period for
such shares, or, as described below, a purge of the PFIC taint pursuant to a special purging election), any
gain realized on the disposition of an ordinary share generally will be taxable as capital gain and no interest
charge will be imposed. As discussed above, U.S. Holders of a QEF are currently taxed on their pro rata
shares of the QEF’s earnings and profits, whether or not distributed. In such case, a subsequent
distribution of such earnings and profits that were previously included in income generally will not be
taxable as a dividend. The tax basis of a U.S. Holder’s shares in a QEF will be increased by amounts that
are included in income, and decreased by amounts distributed but not taxed as dividends, under the above
rules. Similar basis adjustments apply to property if by reason of holding such property the U.S. Holder is
treated under applicable attribution rules as owning shares in a QEF.

A U.S. Holder may not make a QEF election with respect to a warrant. As a result, if a U.S. Holder
sells or otherwise disposes of a warrant (other than upon exercise of a warrant), any gain recognized
generally will be subject to the special tax and interest charge rules treating the gain as an excess
distribution, as described in the third preceding paragraph, if we were classified as a PFIC at any time
during the period the U.S. Holder held the warrants. If a U.S. Holder that exercises such warrants properly
makes a QEF election with respect to the newly acquired ordinary shares (or has previously made a QEF
election with respect to any ordinary shares already held), the QEF election will apply to the newly
acquired shares, but the adverse tax consequences of the PFIC rules described in the third preceding
paragraph will continue to apply to such shares (which generally will be deemed to have a holding period
for the purposes of such PFIC rules that includes the period the U.S. Holder held the warrants), unless the
holder makes a purging election. The purging election creates a deemed sale of such shares at their fair
market value. The gain recognized by the purging election will be subject to the special tax and interest
charge rules described in the third preceding paragraph. As a result of the purging election, the U.S.
Holder will have a new basis and holding period in the ordinary shares acquired upon the exercise of the
warrants for purposes of the PFIC rules.

If a QEF election is not made for the first taxable year in which the U.S. Holder owns an ordinary
share and in which we are a PFIC, certain elections can be made while we continue to satisfy the definition
of a PFIC that, combined with a QEF election, can cause the QEF election to be treated as having been
made for that first taxable year. Those elections may require the electing shareholder to recognize gain on
a constructive sale or to be taxable on the shareholder’s share of certain undistributed profits of the foreign
corporation. If gain or income is recognized pursuant to one of those elections, the special PFIC rules set
forth in the fourth preceding paragraph would apply to that gain or income. Even if a QEF election ceases
to apply because in a later taxable year we cease to satisfy the tests to be a PFIC, the QEF election will
apply again in any subsequent year in which the Company again satisfies the tests to be a PFIC. Moreover,
if a U.S. Holder sells all of the ordinary shares they own and later reacquires other ordinary shares, any
QEF election the U.S. Holder has made that remains in effect will apply to the ordinary shares acquired
later. The applicable Treasury regulations provide that the Commissioner of the IRS has the discretion to
invalidate or terminate a QEF election if the U.S. Holder or we, or an intermediary, fails to satisfy the
requirements for the QEF election.

The special PFIC rules described in the fifth preceding paragraph will not apply to a U.S. Holder’s
ordinary shares if the U.S. Holder elects to mark the U.S. Holder’s ordinary shares to market each year,
provided that the ordinary shares are considered “marketable stock” within the meaning of the applicable
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Treasury regulations. A U.S. Holder that makes this election will recognize as ordinary income or loss each
year an amount equal to the difference, if any, as of the close of the taxable year between the fair market
value of the U.S. Holder’s ordinary shares and the U.S. Holder’s adjusted tax basis in the ordinary shares.
Losses would be allowed only to the extent of net mark-to-market gain previously included in income by
the U.S. Holder under the election for prior taxable years, reduced by losses allowed in prior taxable years.
If the mark-to-market election were made, then the special PFIC rules set forth in the fifth preceding
paragraph would not apply for periods covered by the election. In general, the ordinary shares will be
marketable stock within the meaning of the applicable Treasury regulations if they are traded, other than
in de minimis quantities, on at least 15 days during each calendar quarter on a “qualified exchange or other
market” within the meaning of the applicable Treasury regulations and certain other requirements are
met. Nasdaq (which should include the Nasdaq Capital Market) and the Australian Stock Exchange are
each a qualified exchange within the meaning of the applicable Treasury regulations. Thus, the ordinary
shares should be “marketable stock” within the meaning of the applicable Treasury regulations. If a U.S.
Holder makes a mark-to-market election, but does not make that election for the first taxable year in
which the U.S. Holder owns an ordinary share and in which the Company is classified as a PFIC, and if the
U.S. Holder had not made a QEF election for that first such taxable year, the rules set forth in the fifth
preceding paragraph will apply to any distributions on an ordinary share in the year of the mark-to-market
election, to any gain recognized on an actual sale of an ordinary share in that year, and to any gain
recognized in that year pursuant to the mark-to-market election. The mark-to-market rules generally
continue to apply to a U.S. Holder who makes the mark-to-market election, even in years we do not satisfy
the tests to be a PFIC. A mark-to-market election will not be available with respect to a U.S. Holder’s
warrants.

A U.S. Holder who owns ordinary shares during a year in which we are classified as a PFIC generally
will remain subject to the rules set forth in the sixth preceding paragraph for all taxable years if the U.S.
Holder has not made a QEF election or a mark-to-market election for the first taxable year in which the
U.S. Holder owns an ordinary share and in which we are classified as a PFIC. In that event, those rules will
apply to any gains on dispositions of ordinary shares and to any “excess distributions.” It is, however,
possible for a U.S. Holder to avoid this “once a PFIC, always a PFIC” result by electing to treat all of the
U.S. Holder’s ordinary shares as sold for their fair market value as of the last day of the last taxable year
we satisfy the tests to be a PFIC, provided the statute of limitations has not run for that year. If a gain is
recognized on that constructive sale, the rules set forth in the sixth preceding paragraph would apply to
that gain.

If we are classified as a PFIC for a taxable year, and, at any time during such taxable year, has a non-
U.S. subsidiary that is classified as a PFIC, U.S. Holders generally would be deemed to own a portion of
the shares of such lower-tier PFIC, and generally could incur liability for the deferred tax and interest
charge described in the seventh preceding paragraph, if we receive a distribution from, or dispose of all or
part of its interest in, the lower-tier PFIC. We have not yet determined whether, if we are classified as a
PFIC, we would make the computations necessary to supply U.S. Holders with the information needed to
make or maintain a QEF election with respect to the lower-tier PFIC. It is, therefore, possible that U.S.
Holders would not be able to make or retain that election in any taxable year that we are classified as a
PFIC and has a non-U.S. subsidiary that is also classified as a PFIC. U.S. Holders are urged to consult
their own tax advisors regarding the tax issues raised by lower-tier PFICs.

A dividend from a foreign corporation that otherwise would qualify for reduced qualified dividend
rates does not qualify for that rate if the foreign corporation is a PFIC in either the taxable year of the
dividend or the preceding taxable year.

A U.S. Holder who owns (or is deemed to own) shares in a PFIC during any taxable year, such U.S.
Holder may have to file an IRS Form 8621 (whether or not a QEF or mark-to-market election is made).
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GIVEN THE COMPLEXITIES OF THE PFIC RULES AND THEIR POTENTIALLY ADVERSE TAX
CONSEQUENCES, U.S. HOLDERS ARE URGED TO CONSULT THEIR TAX ADVISERS ABOUT THE
PFIC RULES, INCLUDING THE CONSEQUENCES TO THEM OF MAKING A QEF ELECTION OR A
MARK-TO-MARKET ELECTION WITH RESPECT TO THE ORDINARY SHARES IN THE EVENT
THAT THE COMPANY QUALIFIES AS A PFIC FOR ANY TAXABLE YEAR.

Information Reporting and Backup Withholding

U.S. Holders. Dividends paid on, and proceeds from the sale or other disposition of, an ordinary
share or warrant generally may be subject to information reporting requirements and may be subject to
backup withholding at the rate of 28% unless a U.S. Holder provides an accurate taxpayer identification
number or otherwise demonstrates that they are exempt. The amount of any backup withholding collected
from a payment to a U.S. Holder will be allowed as a credit against the U.S. Holder’s U.S. federal income
tax liability and may entitle the U.S. Holder to a refund, provided that certain required information is
submitted to the Internal Revenue Service.

Non-U.S. Holders. Non-U.S. Holders generally will be exempt from these information reporting
requirements and backup withholding tax but may be required to comply with certain certification and
identification procedures in order to establish their eligibility for exemption.

THE DISCUSSION ABOVE IS NOT INTENDED TO CONSTITUTE A COMPLETE ANALYSIS OF ALL
TAX CONSIDERATIONS APPLICABLE TO AN INVESTMENT IN ORDINARY SHARES OR
WARRANTS. HOLDERS AND POTENTIAL HOLDERS ARE URGED TO CONSULT THEIR TAX
ADVISER(S) CONCERNING THE TAX CONSEQUENCES RELEVANT TO THEM IN THEIR
PARTICULAR SITUATION.
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PLAN OF DISTRIBUTION
We may sell our securities in any one or more of the following ways from time to time:
e to or through underwriters;
e to or through dealers;

e to our shareholders under a rights entitlement offering;

through agents; or

directly to purchasers, including our affiliates.

The prospectus supplement relating to a particular offering of securities will set forth the terms of
such offering, including:

e the type of securities to be offered;

¢ the name or names of any underwriters, dealers or agents and the amounts of securities
underwritten or purchased by each of them;

¢ the purchase price of the offered securities and the proceeds to us from such sale;

e any underwriting discounts and commissions or agency fees and other items constituting
underwriters’ or agents’ compensation;

e the initial offering price;
¢ any discounts or concessions to be allowed or reallowed or paid to dealers;
e any securities exchanges on which such offered securities may be listed; and

¢ the names of the selling shareholders and the number of amount of securities being offered by
them.

Any initial offering prices, discounts or concessions allowed or reallowed or paid to dealers may be
changed from time to time. In compliance with the guidelines of the National Association of Securities
Dealers, Inc., or NASD, the maximum commission or discount to be received by any NASD member or
independent broker dealer may not exceed 8% of the aggregate value of the securities offered pursuant to
this prospectus.

The distribution of the securities may be effected from time to time in one or more transactions at a
fixed price or prices, which may be changed, at market prices prevailing at the time of sale, at prices related
to the prevailing market prices or at negotiated prices.

If securities are sold by means of an underwritten offering, we will execute an underwriting agreement
with an underwriter or underwriters, and the names of the specific managing underwriter or underwriters,
as well as any other underwriters, and the terms of the transaction, including commissions, discounts and
any other compensation of the underwriters and dealers, if any, will be set forth in the prospectus
supplement which will be used by the underwriters to sell the securities. If underwriters are utilized in the
sale of the securities, the securities will be acquired by the underwriters for their own account and may be
resold from time to time in one or more transactions, including negotiated transactions, at fixed public
offering prices or at varying prices determined by the underwriters at the time of sale.

Our securities may be offered to the public either through underwriting syndicates represented by
managing underwriters or directly by the managing underwriters. If any underwriter or underwriters are
utilized in the sale of the securities, unless otherwise indicated in the prospectus supplement, the
underwriting agreement will provide that the obligations of the underwriters are subject to conditions
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precedent and that the underwriters with respect to a sale of securities will be obligated to purchase all of
those securities if they purchase any of those securities.

We may grant to the underwriters options to purchase additional securities to cover over-allotments, if
any, at the public offering price with additional underwriting discounts or commissions. If we grant any
over-allotment option, the terms of any over-allotment option will be set forth in the prospectus
supplement relating to those securities.

If a dealer is utilized in the sales of securities in respect of which this prospectus is delivered, we will
sell those securities to the dealer as principal. The dealer may then resell those securities to the public at
varying prices to be determined by the dealer at the time of resale. Any reselling dealer may be deemed to
be an underwriter, as the term is defined in the Securities Act of 1933, as amended, of the securities so
offered and sold. The name of the dealer and the terms of the transaction will be set forth in the related
prospectus supplement.

Offers to purchase securities may be solicited by agents designated by us from time to time. Any agent
involved in the offer or sale of the securities in respect of which this prospectus is delivered will be named,
and any commissions payable by us to the agent will be set forth, in the applicable prospectus supplement.
Unless otherwise indicated in the prospectus supplement, any agent will be acting on a reasonable best
efforts basis for the period of its appointment. Any agent may be deemed to be an underwriter, as that
term is defined in the Securities Act of 1933, as amended, of the securities so offered and sold.

Offers to purchase securities may be solicited directly by us and the sale of those securities may be
made by us directly to institutional investors or others, who may be deemed to be underwriters within the
meaning of the Securities Act of 1933 as amended, with respect to any resale of those securities. The terms
of any sales of this type will be described in the related prospectus supplement.

If so indicated in the prospectus supplement, we will authorize underwriters or other persons acting as
our agents to solicit offers by institutions to purchase securities from us pursuant to contracts providing for
payments and delivery on a future date. Institutions with which contracts of this type may be made include
commercial and savings banks, insurance companies, pension funds, investment companies, educational
and charitable institutions and others, but in all cases those institutions must be approved by us. The
obligations of any purchaser under any contract of this type will be subject to the condition that the
purchase of the securities shall not at the time of delivery be prohibited under the laws of the jurisdiction
to which the purchaser is subject. The underwriters and other persons acting as our agents will not have
any responsibility in respect of the validity or performance of those contracts.

One or more firms, referred to as “remarketing firms,” may also offer or sell the securities, if the
prospectus supplement so indicates, in connection with a remarketing arrangement upon their purchase.
Remarketing firms will act as principals for their own accounts or as our agents. These remarketing firms
will offer or sell the securities in accordance with a redemption or repayment pursuant to the terms of the
securities. The prospectus supplement will identify any remarketing firm and the terms of its agreement, if
any, with us or any of our subsidiaries and will describe the remarketing firm’s compensation. Remarketing
firms may be deemed to be underwriters in connection with the securities they remarket.

Disclosure in the prospectus supplement of our use of delayed delivery contracts will include the
commission that underwriters and agents soliciting purchases of the securities under delayed contracts will
be entitled to receive in addition to the date when we will demand payment and delivery of the securities
under the delayed delivery contracts. These delayed delivery contracts will be subject only to the conditions
that we describe in the prospectus supplement.

In connection with the offering of securities, persons participating in the offering, such as any
underwriters, may purchase and sell securities in the open market. These transactions may include over-
allotment and stabilizing transactions and purchases to cover syndicate short positions created in
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connection with the offering. Stabilizing transactions consist of bids or purchases for the purpose of
preventing or retarding a decline in the market price of the securities, and syndicate short positions involve
the sale by underwriters of a greater number of securities than they are required to purchase from any
issuer in the offering. Underwriters also may impose a penalty bid, whereby selling concessions allowed to
syndicate members or other broker-dealers in respect of the securities sold in the offering for their account
may be reclaimed by the syndicate if the securities are repurchased by the syndicate in stabilizing or
covering transactions. These activities may stabilize, maintain or otherwise affect the market price of the
securities, which may be higher than the price that might prevail in the open market, and these activities, if
commenced, may be discontinued at any time.

Each series of warrants will be a new issue of securities and will have no established trading market.

Underwriters, dealers, agents and remarketing firms may be entitled under relevant agreements
entered into with us to indemnification by us against certain civil liabilities, including liabilities under the
Securities Act of 1933, as amended, that may arise from any untrue statement or alleged untrue statement
of a material fact or any omission or alleged omission to state a material fact in this prospectus, any
supplement or amendment hereto, or in the registration statement of which this prospectus forms a part,
or to contribution with respect to payments which the agents, underwriters or dealers may be required to
make.

If securities are sold by means of a rights entitlement offering, the prospectus supplement will set
forth the terms and conditions of any such rights entitlement offering, including the manner in which it will
be conducted and details on how our shareholders can participate in any such offering. A rights
entitlement offering conducted under applicable Australian rules and regulations is a pro rata offering of
additional securities to all our eligible shareholders, as at a specified future record date. Under applicable
Australian Stock Exchange Listing Rules, shareholder approval is not required for a pro rata rights
entitlement offering, nor is the issuance of securities to an Underwriter of any securities not taken up by
the eligible shareholders under such an offering.

EXPERTS

The financial statements of Progen Industries Limited incorporated by reference in Progen Industries
Limited’s Annual Report on Form 20-F for the year ended June 30, 2006 have been audited by Ernst &
Young, independent registered public accounting firm, as set forth in their report thereon, included
therein, and included herein by reference. Such financial statements are incorporated herein by reference
in reliance upon such report given on the authority of such firm as experts in accounting and auditing.

LEGAL MATTERS

The validity of the securities and certain other legal matters with respect to the laws of Australia will
be passed upon for us by Clayton Utz (registered in Australia). Certain legal matters with respect to the
laws of the United States will be passed upon by Greenberg Traurig LLP.
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EXPENSES

The following are the expenses estimated to be incurred by us in connection with the issuance and
distribution of the securities registered under this registration statement.

SEC Registration Fee. ... ..ot $ 1,842

Printing Expenses . ... 5,000

Legal Fees and Expenses of the Company ...................... 10,000

Accounting Fees and Expenses of the Company................. 25,000

MiSCellaneous ... ooviti it e 1,000

TOtal . oot $42,842
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PART I1
INFORMATION NOT REQUIRED IN PROSPECTUS
ITEM 8. INDEMNIFICATION OF OFFICERS AND DIRECTORS.

Except as hereinafter set forth, there is no provision of the Company’s Constitution and Articles of
Association or any contract, arrangement or statute under which any director or officer of the Company is
insured or indemnified in any manner against liability which he may incur in his capacity as such.

Rule 22 of the Company’s Constitution provides:

To the extent permit by law, the Company shall indemnify each person who is or has been an officer
of the Company or an officer of a related body corporate of the Company, on a full indemnity basis against
any liability incurred by the person:

e in his capacity as an officer of the Company or a related body corporate; and

e to a person other than the Company or a related body corporate of the Company, unless the
liability arises out of conduct of the officer which involves a lack of good faith.

To the extent permitted by law, the Company shall indemnify each person who is or has been an
officer of the Company or an officer of a related body corporate of the Company, on a full indemnity basis
against any liability for costs and expenses incurred by the person in connection with proceedings involving
the person in his or her capacity as an officer of the Company or a related body corporate.

The Company may:
e enter into, or agree to enter into; and
e pay, or agree to pay, a premium in respect of,

a contract insuring a person who is or has been an officer of the Company or of a related body corporate of
the Company against a liability incurred by the person as such an officer, except in circumstances
prohibited by the Law.

Without limiting a person’s right under this Rule 22, the Company may enter into a deed agreeing
with the person to give effect to the rights of the person conferred by this rule or the exercise of a
discretion under this rule, on such terms and conditions as the directors think fit and which are not
inconsistent with this Rule 22.

This Rule 22 does not limit any right the person otherwise has.

In this Rule 22, an officer means a director or secretary of the Company and such other persons as the
directors decide from time to time.

The Company maintains liability insurance policies insuring the Company’s directors and officers
against certain liabilities that they may incur in such capacities.

Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to
directors, officers and controlling persons of the Company pursuant to the charter provision, by-law,
contract, arrangements, statute or otherwise, the Company acknowledges that in the opinion of the
Securities and Exchange Commission such indemnification is against public policy as expressed in the Act
and is, therefore, unenforceable.
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ITEM 9. EXHIBITS

Exhibit
Number

Description

Exhibit 1.1 Form of Underwriting Agreement*

Exhibit 3.1 Constitution

Exhibit 4.4 Form of Warrant Agreement™

Exhibit 5.1 Opinion of Clayton Utz (filed herewith)

Exhibit 23.1  Consent of Ernst & Young, Independent Registered Public Accounting Firm (filed

herewith)

Exhibit 23.2  Consent of Clayton Utz (filed herewith and included in Exhibit 5.1)
Exhibit 24.1  Power of Attorney (filed herewith as part of the signature page).

*

To be filed as an amendment or as an exhibit to a report filed pursuant to the Exchange Act, as

amended and incorporated by reference herein.

ITEM 10. UNDERTAKINGS

The undersigned registrant hereby undertakes:

(1) Tofile, during any period in which offers or sales of the registered securities are being made,

a post-effective amendment to this Registration Statement:

(i) To include any prospectus required by Section 10(a)(3) of the Securities Act of 1933;

(ii) To reflect in the prospectus any facts or events arising after the effective date of the
Registration Statement (or the most recent post-effective amendment thereof) which,
individually or in the aggregate, represent a fundamental change in the information set forth in
the Registration Statement. Notwithstanding the foregoing, any increase or decrease in volume of
securities offered (if the total dollar value of securities offered would not exceed that which was
registered) and any deviation from the low or high end of the estimated maximum offering range
may be reflected in the form of prospectus filed with the Commission pursuant to Rule 424(b) if,
in the aggregate, the changes in volume and price represent no more than a 20 percent change in
the maximum aggregate offering price set forth in the “Calculation of Registration Fee” table in
the effective Registration Statement;

(iii) To include any material information with respect to the plan of distribution not
previously disclosed in the Registration Statement or any material change to such information in
the Registration Statement;

provided, however, that paragraphs (a)(1)(i), (a)(1)(ii) and (a)(1)(iii) do not apply if the
information required to be included in a post-effective amendment by those paragraphs is
contained in reports filed with or furnished to the Commission by the registrant pursuant to
Section 13 or Section 15(d) of the Securities Exchange Act of 1934 that are incorporated by
reference in the Registration Statement, or is contained in a form of prospectus filed pursuant to
Rule 424(b) that is part of the Registration Statement.

(2) That, for the purpose of determining any liability under the Securities Act of 1933, each such

post-effective amendment shall be deemed to be a new registration statement relating to the securities
offered therein, and the offering of such securities at that time shall be deemed to be the initial bona
fide offering thereof.

(3) To remove from the registration by means of a post-effective amendment any of the

securities being registered which remain unsold at the termination of the offering.
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(4) To file a post-effective amendment to the Registration Statement to include any financial
statements required by Item 8.A. of Form 20-F at the start of any delayed offering or throughout a
continuous offering. Financial statements and information otherwise required by Section 10(a)(3) of
the Act need not be furnished, provided that the registrant includes in the prospectus, by means of a
post-effective amendment, financial statements required pursuant to this paragraph (a)(4) and other
information necessary to ensure that all other information in the prospectus is at least as current as
the date of those financial statements. Notwithstanding the foregoing, a post-effective amendment
need not be filed to include financial statements and information required by Section 10(a)(3) of the
Act or Item 8.A. of Form 20-F if such financial statements and information are contained in periodic
reports filed with or furnished to the Commission by the registrant pursuant to Section 13 or
Section 15(d) of the Securities Exchange Act of 1934 that are incorporated by reference in the
Registration Statement.

(5) That, for the purpose of determining liability under the Securities Act to any purchaser:

(i) Each prospectus filed by the registrant pursuant to Rule 424(b)(3) shall be deemed to
be part of the registration statement as of the date the filed prospectus was deemed part of and
included in the registration statement.

(ii) Each prospectus required to be filed pursuant to Rule 424(b)(2), (b)(5), or (b)(7) as
part of a registration statement as a part of a registration statement in reliance on Rule 430B
relating to an offering made pursuant to Rule 415(a)(1)(i), (vii), or (x) for the purpose of
providing the information required by section 10(a) of the Securities Act shall be deemed to be
part of and included in the registration statement as of the earlier of the date such form of
prospectus is first used after effectiveness or the date of the first contract of sale of securities in
the offering described in the prospectus. As provided in Rule 430B, for liability purposes of the
issuer and any person that is at that date an underwriter, such date shall be deemed to be a new
effective date of the registration statement relating to the securities in the registration statement
to which that prospectus relates, and the offering of such securities at that time shall be deemed
to be the initial bona fide offering thereof. Provided, however, that no statement made in a
registration statement or prospectus that is part of the registration statement or made in a
document incorporated or deemed incorporated by reference into the registration statement or
prospectus that is part of the registration statement will, as to a purchaser with a time of contract
of sale prior to such effective date, supersede or modify any statement that was made in the
registration statement or prospectus that was part of the registration statement or made in any
such document immediately prior to such effective date.

(6) That, for the purpose of determining liability of the registrant under the Securities Act to
any purchaser in the initial distribution of the securities in a primary offering of securities of the
undersigned registrant pursuant to this registration statement, regardless of the underwriting method
used to sell the securities to the purchaser, if the securities are offered or sold to such purchaser by
means of any of the following communications, the undersigned registrant will be a seller to the
purchaser and will be considered to offer or sell such securities to such purchaser:

(i) Any preliminary prospectus or prospectus of the undersigned registrant relating to the
offering required to be filed pursuant to Rule 424;

(ii) Any free writing prospectus relating to the offering prepared by or on behalf of the
undersigned registrant or used or referred to by the undersigned registrant;

(iii) The portion of any other free writing prospectus relating to the offering containing
material information about the undersigned registrant or its securities provided by or on behalf of
the undersigned registrant; and
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(iv) Any other communication that is an offer in the offering made by the undersigned
registrant to the purchaser.

(b) Filings Incorporating Subsequent Exchange Act documents by reference.

The undersigned registrant hereby undertakes, that, for purposes of determining any liability under
the Securities Act, each filing of the registrant’s annual report pursuant to Section 13(a) or 15(d) of the
Exchange Act (and, where applicable, each filing of an employee benefit plan’s annual report pursuant to
Section 15(d) of the Exchange Act) that is incorporated by reference in the registration statement shall be
deemed to be a new registration statement relating to the securities offered therein, and the offering of
such securities at that time shall be deemed to be the initial bona fide offering thereof.

(h) Request for acceleration of effective date.

Insofar as indemnification for liabilities arising under the Securities Act may be permitted to
directors, officers and controlling persons of the registrant pursuant to the foregoing provisions, or
otherwise, the registrant has been advised that in the opinion of the Securities and Exchange Commission
such indemnification is against public policy as expressed in the Securities Act and is, therefore,
unenforceable. In the event that a claim for indemnification against such liabilities (other than the
payment by the registrant of expenses incurred or paid by a director, officer or controlling person of the
registrant in the successful defense of any action, suit or proceeding) is asserted by such director, officer or
controlling person in connection with the securities being registered, the registrant will, unless in the
opinion of its counsel the matter has been settled by controlling precedent, submit to a court of
appropriate jurisdiction the question whether such indemnification by it is against public policy as
expressed in the Securities Act and will be governed by the final adjudication of such issue.

(i) The undersigned registrant hereby undertakes that:

(1) For purposes of determining any liability under the Securities Act, the information omitted
from the form of prospectus filed as part of this registration statement in reliance upon Rule 430A
and contained in a form of prospectus filed by the registrant pursuant to Rule 424(b) (1) or (4) or
497(h) under the Securities Act shall be deemed to be part of this registration statement as of the time
it was declared effective.

(2) For the purpose of determining any liability under the Securities Act, each post-effective
amendment that contains a form of prospectus shall be deemed to be a new registration statement
relating to the securities offered therein, and the offering of such securities at that time shall be
deemed to be the initial bona fide offering thereof.
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, the registrant certifies that it has
reasonable grounds to believe that it meets all of the requirements for filing on Form F-3 and has duly
caused this registration statement to be signed on its behalf by the undersigned, thereunto duly authorized,
in the City of Brisbane, Queensland, Australia, on this 22 day of March 2007.

PROGEN INDUSTRIES LIMITED

/s/ T. JusTUS HOMBURG
By: T. Justus Homburg
Its: Chief Executive Officer

POWER OF ATTORNEY

Each person whose signature appears below constitutes and appoints T. Justus Homburg, and
Linton W. P. Burns, and each of them, his true and lawful attorney-in-fact and agent, with full powers of
substitution and resubstitution, for him and in his name, place and stead, in any and all capacities, to sign
any and all amendments (including post-effective amendments) to this registration statement filed
pursuant to Rule 462(b) promulgated under the Securities Act of 1933, and to file the same, with all
exhibits thereto, and other documents in connection therewith, with the Securities and Exchange
Commission, granting unto said attorney-in-fact and agent, full power and authority to do and perform
each and every act and thing requisite and necessary to be done in and about the premises, as fully for all
intents and purposes as he might or could do in person, hereby ratifying and confirming all that said
attorney-in-fact and agent, or his substitute or substitutes, may lawfully do or cause to be done by virtue
hereof.

Pursuant to the requirements of the Securities Act of 1933, this Form F-3 has been signed below by
the following persons in the capacities and on the dates indicated.

Signature Title Date
/s/ T. JuSTUS HOMBURG Chief Executive Officer and Managing Director March 22, 2007
T. Justus Homburg (Principal Executive Officer)
/s/ LINTON BURNS Chief Financial Officer March 22, 2007
Linton Burns (Principal Financial and Accounting Officer)
/s/ STEPHEN CHANG Executive Director and Chairman of the Board of March 22, 2007
Stephen Chang Directors
/s/ MALVIN EUTICK Director March 22, 2007
Malvin Eutick
/s/ JOHN ZALCBERG Director March 22, 2007
John Zalcberg
/s/ PATRICK BURNS Director March 22, 2007
Patrick Burns
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Authorized Representative

Pursuant to the requirement of the Securities Act of 1933, the undersigned, the duly authorized
representative in the United States of Progen Industries Limited, has signed this registration statement in
the City of Newark, Delaware, on March 22, 2007.

By: /s/ DONALD J. PUGLISI

Name: Donald J. Puglisi, Managing Director
Authorized Representative
in the United States
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Exhibit 5.1

CLAYTON UTZ

Sydney Mebourne  Brisbane Perth Canberra Darwin  Clayton Utz
Lawyers
Level 28
Riparian Plaza
71 Eagle Street
Brisbane QLD 4000
Australia

GPO Box 55
Brisbane QLD 4001

T +61 73292 7000

F +61 73221 9669
www.claytonutz.com

20 March 2007

The Directors

Progen Industries Limited
16 Benson Street
TOOWONG QLD 4066

Our reference: 15314/80052792

Dear Directors

Form F-3 Registration Statement

We have acted as Australian legal counsel for Progen Industries Limited, a company organised under the
laws of Australia (“Company”), in connection with its filing of a registration statement on Form F-3
(“Registration Statement”) under the Securities Act of 1933 (USA), as amended (the “Act”) with the
Securities and Exchange Commission (the “SEC”).

The Registration Statement relates to the proposed offer and sale by the Company from time to time, as
set out in the prospectus contained in the Registration Statement (the “Prospectus”) and as, we are
instructed, will be set out in one or more supplements to the Prospectus (each a “Prospectus
Supplement”), of:

1. the Company’s ordinary shares without par value (“Shares”); and
2. warrants (“Warrants™) to purchase Shares,

in such amounts as will have an aggregate offering price not exceeding US$60,000,000.

Assumptions and qualifications

As to various questions of fact relevant to this opinion, we have relied on and assumed the accuracy of,
without independent verification:

e certificates and oral or written statements; and
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¢ information of or from,

public officials (including the Australian Securities and Investments Commission), officers or
representatives of the Company and others.
We have relied conclusively on a certified copy of the Company’s Constitution.

For the purpose of the opinions set out below, we have also assumed, without independent investigation or
verification, that:

1. the issuance, sale, number or amount, as the case may be, and terms of the Shares and the Warrants to
be offered from time to time will be duly authorised and established, in accordance with the
Constitution and applicable Australian law (each a “Corporate Action”);

2. the Company will not engage in fraudulent or unconscionable conduct or conduct which is misleading
or deceptive or which is likely to mislead or deceive in relation to the issuance or sale of Shares or
Warrants;

3. there is no bad faith, fraud, undue influence, coercion or duress or similar conduct on the part of the
Company in relation to the issuance or sale of Shares or Warrants;

4. the Company is and will be able to pay its debts as and when they fall due and is otherwise solvent as
at the time the Shares or Warrants are issued or sold;

5. if required by the relevant Prospectus Supplement, any Warrants will be issued under one or more
warrant agreements (each a “Warrant Agreement”) between the Company and a financial institution
identified in the Warrant Agreement as a warrant agent (each a “Warrant Agent”) and the execution,
delivery and performance of the applicable Warrant Agreement will be duly authorised by an
appropriate Corporate Action and will not conflict with or constitute a breach of the terms of any
agreement or instrument to which the Company is subject; and

6. to the extent that the obligations of the Company under any Warrant Agreement may depend on such
matters:

(a) each of the parties to a Warrant Agreement other than the Company is duly organised, validly
existing and in good standing under the laws of its jurisdiction of organisation and is duly
qualified to engage in the activities contemplated by such Warrant Agreement;

(b) such Warrant Agreement has been duly authorised, executed and delivered by such party and
constitutes the legal, valid and binding obligation of such party, enforceable against such party in
accordance with its terms;

(c) such party is in compliance, generally and with respect to acting as a party with respect to its
obligations under such Warrant Agreement, with all applicable laws and regulations; and

(d) such party has the requisite organisational and legal power and authority to perform its
obligations under such Warrant Agreement.

This opinion, which is governed by and construed in accordance with the laws of Queensland, Australia, is
given only with respect to Australian law that is in effect on the date of this opinion. We have not
investigated the laws of any jurisdiction other than Australia. We express no opinion as to tax law or
international law. We have assumed that any applicable law (other than Australian law) does not affect this
opinion.

We are qualified to practice law in Queensland, Australia and do not express any opinions in this letter
concerning any laws other than the laws of Australia to the extent necessary to render the opinions set out
below. We are not opining on, and we assume no responsibility as to the applicability to or effect on any of
the matters covered in this letter of the laws of any other jurisdiction.
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In giving our opinion as to the enforceability of the Warrants, we have used the word ‘enforceable’ in
reference to the legal character of the obligations assumed by the Company, that is, that they are of a
character which the law in Australia enforces or recognises. This does not mean or imply that the Warrants
will be enforced in all circumstances by or against a particular party or that a particular remedy will be
available.

Our opinion is subject to any laws from time to time in effect relating to bankruptcy, liquidation,
receivership, administration, re-organisation, reconstruction, moratoria, court schemes or other similar
laws affecting generally the enforcement of creditors’ rights.

Opinions

1. On due authorisation by Corporate Action of the issuance and sale of the Shares and on issuance and
delivery of such Shares against payment for such Shares in accordance with:

(a) the terms of the Corporate Action and as contemplated by the Registration Statement and the
applicable Prospectus Supplement; and

(b) if applicable, on the exercise of any Warrant in accordance with its terms, the terms of any
applicable Warrant Agreement, the terms of the Corporate Action and as contemplated by the
Registration Statement and the applicable Prospectus Supplement,

the Shares will be validly issued, fully paid and non-assessable (in the sense that, once fully paid, the
holder cannot be asked to make any further payment in respect of the Shares).

2. When:

(a) any necessary Warrant Agreement providing for the specific terms of a particular issuance of
Warrants has been duly authorised by Corporate Action and has been duly executed and
delivered by the Company and the Warrant Agent named in such Warrant Agreement; and

(b) to the extent necessary, such Warrants, conforming to the requirements of such Warrant
Agreement, have been duly countersigned or authenticated, as required, by such Warrant Agent
and duly executed and delivered by the Company against payment for such Warrants in
accordance with the terms and provisions of such Warrant Agreement, the terms of the
Corporate Action and as contemplated by the Registration Statement and the applicable
Prospectus Supplement,

such Warrants will be valid, binding and enforceable obligations of the Company.

This opinion is given as at the date of this letter and we undertake no obligation to advise you of any
changes (including but not limited to any subsequently enacted, published or reported laws, regulations or
individual decisions) that may occur or come to our attention after the date of this letter which may affect
our opinion.

This opinion letter is furnished at your request and is solely for your benefit and may not be used,
circulated, quoted or referred to by you or by any other person or entity or for any other purpose without
our express prior written consent.

We consent to the reference to this firm under the caption “Legal Matters” in the Registration Statement,
and we consent to the filing of this opinion as an exhibit to the Registration Statement.

Yours faithfully
{s/ TIM REID

Tim Reid, Partner
+61 732927014
treid@claytonutz.com

Clean Proof: For Cycle 6.0



Merrill Corporation 07-8060-3 Tue Mar 20 21:16:12 2007 (V 2.247w--NY CMDOC04) Chksum: 165133 Cycle 6.0
EX-23.1 PROGEN INDUSTRIES LIMITED Seq 67
jperlst c:\fc\79211553717_d11240_1893313\8060-3-KU_T.pdf CopyArea: 38 X 54 TrimSize: 8.25 X 10.75

Exhibit 23.1
Consent of Independent Registered Public Accounting Firm

We consent to the reference to our firm under the caption “Experts” in this Registration Statement
(Form F-3) and to the incorporation by reference therein of our report dated December 19, 2006, with
respect to the financial statements of Progen Industries Limited included in its Annual Report on
Form 20-F for the year ended June 30, 2006, filed with the Securities and Exchange Commission.

/s/ Ernst & Young
Brisbane, Australia

March 19, 2007
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