pharmaxis

Notice of Annual General Meeting

Notice is hereby given that the annual general meeting of the ordinary shareholders of
Pharmaxis Ltd ABN 75 082 811 630 (Company) will be held at the Sheraton on the Park, 161
Elizabeth Street, Sydney NSW on 26 October 2006 at 2:30 pm.

ORDINARY BUSINESS:

1. Financial Statements

To receive and consider the financial report, directors’ report, directors’ declarations and the
auditors’ report of the Company for the financial year ended 30 June 2006.

2. Remuneration Report
To consider and, if thought fit, to pass item 2 as an ordinary resolution:

That the remuneration report of the Company for the year ended 30 June 2006 be adopted
and approved.

3. Re-election of Dr Peter Farrell as a Director

To consider and, if thought fit, to pass item 3 as an ordinary resolution:

That Dr Peter Farrell be re-elected as a director of the Company.

4. Re-election of Mr Denis Hanley as a Director

To consider and, if thought fit, to pass item 4 as an ordinary resolution:

That Mr Denis Hanley be re-elected as a director of the Company.

SPECIAL BUSINESS

5. Remuneration of Non Executive Directors

To consider and, if thought fit, to pass item 5 as an ordinary resolution:

That, with effect from 1 July 2006, the maximum aggregate annual amount out of which non

executive directors fees may be paid is increased by A$300,000 from A$300,000 to

A$600,000 per annum, to be divided amongst the non executive directors in accordance with

the constitution of the Company in such proportion and in such manner as the directors

determine.

GRANTS OF OPTONS TO DIRECTORS

Items 6 to 10 relate to approval of:

e options granted by the Board to directors, subject to shareholder approval, in the 12
months before the annual general meeting; and

e options that may be granted by the Board to directors in the 12 months after the annual
general meeting following shareholder approval.



6. Grant of Options to Dr Peter Farrell

To consider and, if thought fit, to pass items 6(a), 6(b) and 6(c) as separate ordinary
resolutions.

That approval is given for:

a) the grant of 200,000 options to Dr Peter Farrell under the employee option plan of the
Company (Employee Option Plan), resolved to be granted by the Board on 16 March
2006 and, upon exercise of those options, the acquisition of the ordinary shares
underlying those options;

b) the grant of 20,000 options to Dr Peter Farrell under the Employee Option Plan, resolved
to be granted by the Board on 8 August 2006 and, upon exercise of those options, the
acquisition of the ordinary shares underlying those options; and

c) the participation by Dr Peter Farrell in the Employee Option Plan for a period of 12
months from the date of this annual general meeting and the grant of up to 20,000 options
to Dr Peter Farrell under the Employee Option Plan during the period 12 months after the
date of this annual general meeting and, upon exercise of those options, the acquisition of
the ordinary shares underlying those options,

all in accordance with the terms of the Employee Option Plan and in the manner
contemplated by the explanatory statement accompanying this notice of meeting.

7. Grant of Options to Mr Denis Hanley
To consider and, if thought fit, to pass items 7(a) and 7(b) as separate ordinary resolutions.
That approval is given for:

a) the grant of 40,000 options to Mr Denis Hanley under the Employee Option Plan, resolved
to be granted by the Board on 8 August 2006 and, upon exercise of those options, the
acquisition of the ordinary shares underlying those options; and

b) the participation by Mr Denis Hanley in the Employee Option Plan for a period of 12
months from the date of this annual general meeting and the grant of up to 40,000 options
to Mr Denis Hanley under the Employee Option Plan during the period 12 months after
the date of this annual general meeting and, upon exercise of those options, the
acquisition of the ordinary shares underlying those options,

all in accordance with the terms of the Employee Option Plan and in the manner
contemplated by the explanatory statement accompanying this notice of meeting.

8. Grant of Options to Mr Charles Kiefel
To consider and, if thought fit, to pass items 8(a) and 8(b) as separate ordinary resolutions.
That approval is given for:

a) the grant of 48,957 options to Mr Charles Kiefel under the Employee Option Plan,
resolved to be granted by the Board on 8 August 2006 and, upon exercise of those
options, the acquisition of the ordinary shares underlying those options; and

b) the participation by Mr Charles Kiefel in the Employee Option Plan for a period of 12
months from the date of this annual general meeting and the grant of up to 50,000 options
to Mr Charles Kiefel under the Employee Option Plan during the period 12 months after
the date of this annual general meeting and, upon exercise of those options, the
acquisition of the ordinary shares underlying those options,



all in accordance with the terms of the Employee Option Plan and in the manner
contemplated by the explanatory statement accompanying this notice of meeting.

9. Grant of Options to Mr Malcolm McComas
To consider and, if thought fit, to pass items 9(a) and 9(b) as ordinary resolutions.
That approval is given for:

a) the grant of 20,000 options to Mr Malcolm McComas under the Employee Option Plan,
resolved to be granted by the Board on 8 August 2006 and, upon exercise of those
options, the acquisition of the ordinary shares underlying those options; and

b) the participation by Mr Malcolm McComas in the Employee Option Plan for a period of 12
months from the date of this annual general meeting and the grant of up to 20,000 options
to Mr Malcolm McComas under the Employee Option Plan during the period 12 months
after the date of this annual general meeting and, upon exercise of those options, the
acquisition of the ordinary shares underlying those options,

all in accordance with the terms of the Employee Option Plan and in the manner
contemplated by the explanatory statement accompanying this notice of meeting.

10. Grant of Options to Dr Alan Robertson

To consider and, if thought fit, to pass item 10(a) and 10(b) as ordinary resolutions.

That approval is given for:

a) the grant of 150,000 options to Dr Alan Robertson under the Employee Option Plan,
resolved to be granted by the Board on 8 August 2006 and, upon exercise of those
options, the acquisition of the ordinary shares underlying those options; and

b) the participation by Dr Alan Robertson in the Employee Option Plan for a period of 12
months from the date of this annual general meeting and the grant of up to 150,000
options to Dr Alan Robertson under the Employee Option Plan during the period 12
months after the date of this annual general meeting and, upon exercise of those options,

the acquisition of the ordinary shares underlying those options,

all in accordance with the terms of the Employee Option Plan and in the manner
contemplated by the explanatory statement accompanying this notice of meeting.

11. Renewal of Proportional Takeover Provision in the Constitution of the Company
To consider and, if thought fit, to pass item 11 as a special resolution:

That the proportional takeover provision contained in article 45 of the current constitution of
the Company be renewed for a further three years from the date of this annual general
meeting.

OTHER BUSINESS

To deal with any other business that may be brought forward in accordance with the
constitution of the Company and the Corporations Act 2001 (Cth).



VOTIING RESTRICTIONS
Voting Restrictions Applicable to Resolution Set Out In Item 5

As required by the ASX Listing Rules, the Company will disregard any votes cast on the
proposed resolution set out in item 5 by any director of the Company or by any of their
associates.

However the Company need not disregard a vote if:

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

e itis cast by the person chairing the meeting as proxy for a person who is entitled to vote,
in accordance with the directions on the proxy form to vote as the proxy decides.

Voting Restrictions Applicable to Resolutions Set Out In Items 6 to 10

As required by the ASX Listing Rules, the Company will disregard any votes cast on the

resolutions set out in items 6 to 10 by:

e any director of the Company (except a director who is ineligible to participate in the
Employee Option Plan) and, if Australian Stock Exchange has expressed an opinion
under rule 10.14.3 that approval is required for participation in the Employee Option Plan
by anyone else, that person; and

e any of their associates.

However the Company need not disregard a vote if:

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

e itis cast by the person chairing the meeting as proxy for a person who is entitled to vote,
in accordance with the directions on the proxy form to vote as the proxy decides.

By order of the Board

Mr David McGarvey
Company Secretary and Chief Financial Officer
25 September 2006

VOTING ENTITLEMENTS

For the purpose of the Corporations Act 2001 (Cth), the Company has determined that the
holders of the Company’s ordinary shares for the purpose of the annual general meeting, will
be the registered holders of ordinary shares at 7:00 pm Australian Eastern Standard Time on
24 October 2006.

This notice is also being sent to The Bank of New York as depositary agent of the Company’s
American Depositary Shares (ADS). Holders of ADSs are invited to attend the annual
general meeting but are not entitled to vote on any of the proposed resolutions. However,
holders of ADSs may, subject to the terms of the depositary agreement between The Bank of
New York and the holders of the ADSs, instruct The Bank of New York to vote the ordinary
shares underlying their ADSs on their behalf.

PROXIES

Ordinary shareholders have the right to appoint a proxy, who need not be an ordinary
shareholder of the Company. If an ordinary shareholder is entitled to two or more votes they
may appoint two proxies and may specify the percentage of votes each proxy is appointed to
exercise. A Proxy Form has been included for ordinary shareholders with this notice of
meeting. Proxy voting instructions are provided with the Proxy Form. The Proxy Form must



be received by the share registry of the Company, Computershare Investor Services Pty
Limited, located at Level 2, 60 Carrington Street, Sydney NSW 2000 or at the Company’s
Registered Office, Unit 2, 10 Rodborough Road, Frenchs Forest NSW 2086, or by facsimile to
Computershare on (02) 8235 8220 or to the Company on (02) 9451 3622 by no later than
2:30 pm Australian Eastern Standard Time on 24 October 2006.

POWER OF ATTORNEY

If an ordinary shareholder has appointed an attorney to attend and vote at the meeting, orif a
Proxy Form is signed by an attorney, the power of attorney must likewise be received by the
share registry of the Company, Computershare Investor Services Pty Limited, located at Level
2, 60 Carrington Street, Sydney NSW 2000 or at the Company’s Registered Office, Unit 2, 10
Rodborough Road, Frenchs Forest NSW 2086, or by facsimile to Computershare on (02)
8235 8220 or to the Company on (02) 9451 3622 by no later than 2:30 pm Australian Eastern
Standard Time on 24 October 2006.

CORPORATE REPRESENTATIVES

If an ordinary shareholder wishes to appoint a person to act as a representative at the
meeting, that person should be provided with a letter authorising that person as the
company’s representative (executed in accordance with that company’s constituent
documents).



EXPLANATORY STATEMENT

Item 1 - Financial Statements

In accordance with section 317 of the Corporations Act 2001 (Cth) (Corporations Act), the
financial report, directors’ report, directors’ declarations and the auditors’ report of the Company
for the financial year ended 30 June 2006 will be laid before the meeting. Shareholders will be
provided with an opportunity to ask questions in relation to the reports but there will be no
formal resolution put to the meeting.

Item 2 - Advisory Vote in Relation to the Remuneration Report of the Company

Section 250R(2) of the Corporations Act requires that shareholders of a listed company vote in
respect of the remuneration report of the Company. Section 250R(3) of the Corporations Act
provides that the vote on the resolution is advisory only and does not bind the board of directors
of the Company (Board). The remuneration report is contained within the directors’ report of
the Company, on page 38 of the Company’s annual report for the financial year ended 30 June
2006. Shareholders will be provided with an opportunity to ask questions in relation to the
remuneration report prior to the resolution being voted on as an ordinary resolution.

Item 3 - Re-election of Dr Peter Farrell AM PhD DSc - Independent Non Executive
Director

Dr Peter Farrell was appointed as a director of the Company by the Board on 16 March 2006.
The constitution of the Company and the Listing Rules of Australian Stock Exchange (ASX
Listing Rules) provide that any director appointed since the last annual general meeting of the
Company must retire at the end of the next annual general meeting. Dr Peter Farrell retires in
accordance with the constitution of the Company and the ASX Listing Rules and offers himself
for re-election.

Dr Peter Farrell has spent more than 20 years developing and commercialising medical
products in the United States of America, Europe, Japan and Australia. He is widely recognised
as a leader in engineering, biomedicine and entrepreneurship, and was appointed a Member of
the Order of Australia in 2004 for his services to biomedical research and engineering. In 2005,
Peter was named the United States Entrepreneur of the Year for Health Sciences.

Dr Peter Farrell began his commercial career with Baxter Healthcare Inc. in Japan as Director
and Vice President of Research and Development, then as Managing Director of the Baxter
Center for Medical Research. Peter left Baxter in 1989 to establish ResMed Inc., a company
that develops treatments for sleep-disordered breathing and respiratory failure. Peter is
currently founding Chairman and Chief Executive Officer of ResMed Inc. Since its initial public
offering in 1995, ResMed has achieved 40 consecutive quarters of record year-on-year growth
in revenue and profits. Peter also serves on the Executive Councils of Harvard Medical School
and the University of California at San Diego, and is visiting Professor at the University of
Sydney. He has written more than 150 papers covering topics from engineering applications in
medicine to focusing technology to meet business objectives.

If re-elected, Dr Peter Farrell's term of appointment will be until the end of the third annual
general meeting subsequent to his re-election or three years (whichever is longer), subject to
the constitution of the Company (in particular the retirement by rotation provisions), the ASX
Listing Rules and the Corporations Act.

The Board (with Dr Peter Farrell abstaining) recommends that shareholders vote in favour of
this resolution.

Item 4 - Re-election of Mr Denis Hanley AM MBA FCPA - Independent Chairman

Mr Denis Hanley retires by rotation in accordance with the constitution of the Company and the
ASX Listing Rules and offers himself for re-election.



Denis Hanley is a qualified accountant and company director with more than 35 years
experience in the management of technology-based growth businesses. Denis joined the
Board in 2001.

Denis spent 14 years with Baxter International Inc., a global medical products and services
company. Denis’ career at Baxter included a number of international assignments including
its Chicago headquarters, and his last position was managing director of Baxter's Australian
operations. In 1983, Denis was founding chief executive officer and, in 1986, executive
chairman of the Australian-based separations technology company Memtec Ltd. Under his
leadership, Memtec grew into a NYSE-listed global operating filtration and separations
business with 1,700 employees. Since the sale of Memtec to US Filter Corporation in 1997,
Denis has been a successful angel investor, assisting in the commercialisation of several
Australian technologies. He is non executive chairman of CathRx Ltd and Lochard Ltd and a
non-executive director of Universal Biosensors, Inc. Denis holds an MBA with High
Distinction from Harvard Graduate School of Business, where he was named a Baker
Scholar.

If re-elected, Denis Hanley’s term of appointment will be until the third annual general meeting
subsequent to his re-election or three years (whichever is longer), subject to the constitution
of the Company (in particular the retirement by rotation provisions), the ASX Listing Rules and
the Corporations Act.

The Board (with Denis Hanley abstaining) recommends that shareholders vote in favour of this
resolution.

Item 5 - Remuneration of Non Executive Directors

Clause 51 of the constitution of the Company provides that the Company may remunerate
each director as the Board decides, but that the total amount of directors’ fees of non
executive directors may not exceed the amount fixed in annual general meeting. ASX Listing
Rule 10.17 likewise provides that the Company may not increase the total amount of
directors’ fees payable without the approval of ordinary shareholders.

Iltem 5 seeks the approval of ordinary shareholders of the Company under clause 51 of the
constitution of the Company and ASX Listing Rule 10.17 to increase the maximum aggregate
annual amount out of which fees may be paid to the non executive directors of the Company,
by A$300,000 from A$300,000 per annum to A$600,000 per annum. The change is proposed
to take effect for the financial years commencing from and including 1 July 2006.

Non executive directors’ fees (including statutory superannuation) are currently determined

within the current annual remuneration cap of A$300,000. Currently, there are two

components to the fees paid to independent non executive directors:

e a base fee of A$110,000 for the chairman and A$60,000 for other non executive directors;

e an additional annual fee for non executive directors serving on committees of A$5,000 as
a committee member and A$10,000 as a committee chair;

Independent non executive directors are permitted to package their total remuneration as
determined above to include superannuation and/or options as an alternative to and reduction
of their cash fee. Options granted as an alternative to an annual cash fee vest immediately
upon shareholder approval.

The other non executive director, Ms Brigitte Smith, is a principal of a venture capital firm that
manages funds which are a significant shareholder of the Company. As such, Ms Smith is
not considered to be an independent director of the Company. Ms Smith is paid an annual
fee of A$40,696 and is not granted any options in the Company.

No termination payments are payable to non executive directors on their retirement from
office.



Non executive directors’ fees and payments are reviewed annually by the Board and the
Remuneration and Nomination Committee of the Company. The actual amount of directors’
fees paid to non executive directors was A$190,687 for the 2004/2005 financial year and
A$234,292 for the 2005/2006 financial year.

The aggregate annual remuneration of A$300,000 available for the non executive directors of
the Company was set in 2003 prior to the initial public offering of the Company’s ordinary
shares and quotation of the Company’s ordinary shares on Australian Stock Exchange (ASX).
At that time the Board consisted of five non executive directors and two executive directors.
The Board now comprises of six non executive directors and one executive director, and, in
addition to substantial growth in the Company’s operations since 2003, the Company has also
listed on the NASDAQ Global Market. The demands that are made on and the
responsibilities of, the non executive directors have increased significantly over this period.

During the 2006 financial year, the Company commenced the initial steps of transformation of
the Board. Following the appointment of Dr Peter Farrell as a non executive director of the
Company, Dr Carrie Hillyard and Dr Brett Charlton both resigned from the Board. The
transformation process will continue in 2007 as the Company seeks new directors with
relevant capability and experience.

Before commencing this transformation process the Board obtained external advice to assist
in its deliberations in relation to the skills and experience required of new directors, and the
appropriate remuneration policies necessary to attract suitable candidates.

The proposed increase in the aggregate directors’ fees payable to non executive directors is
made based on the external advice and provides the Board with required flexibility to continue
to strengthen the Board.

Items 6 to 10 — Grants of Options to Directors

The grant of options to directors under the employee option plan of the Company (Employee
Option Plan) requires the approval of shareholders under Listing Rule 10.14 of the ASX Listing
Rules.

To date, the Board’s practice has been to approve the grant of options during the course of the
year and then seek shareholder approval for those grants of options at the next annual general
meeting. The resolutions proposed in items 6(a), 6(b), 7(a), 8(a), 9(a) and 10(a) seek the
approval of the past grants of options made by the Board since the last annual general meeting.

Listing Rule 10.14 of the ASX Listing Rules also permits the Company to seek prior approval

for the grant of up to a specified maximum number of options for the future 12 month period

following the annual general meeting. Going forward, the Company wishes to seek prior

approval from shareholders to the grant of options to directors in this manner. By approving

the grant of options in advance:

e options can be granted to directors at the same time as options are granted to other
employees of the Company;

e tax complexity surrounding the grant date of options is reduced for directors; and

e itis clearer to the public as to the status of the Company’s issued share capital.

The resolutions proposed in items 6(c), 7(b), 8(b), 9(b) and 10(b) seek prior shareholder
approval for the grant of options to the specified directors up to a specified maximum number
for the period of 12 months following the annual general meeting of the Company.

No options have been granted to directors since the approval by ordinary shareholders of the
grant of options to Directors at the last annual general meeting. However, during the year, the
Board has resolved to grant options, subject to the receipt of shareholder approval to directors
of the Company.

The names of the directors that may be granted options under items 6 to 10 are Mr Denis
Hanley, Dr Peter Farrell, Mr Charles Kiefel, Mr Malcolm McComas and Dr Alan Robertson.



Items 6(a), 6(b), 7(a), 8(a), 9(a) and 10(a) — Options Approved to be Granted Prior to the
Date of the Annual General Meeting

Immediately prior to the appointment of Dr Peter Farrell as a non executive director of the
Company, on 16 March 2006 the Board resolved, subject to the receipt of necessary
shareholder approval, to grant Dr Peter Farrell 200,000 options for no cash consideration and
with an exercise price of A$2.068 (which represents the average closing price of the
Company’s ordinary shares on ASX on the five trading days prior to 16 March 2006) under
the Employee Option Plan. If approved, the proposed options would be taken to be granted
on 16 March 2006 and would expire on 15 March 2016. Item 6(a) seeks approval in respect
of the grant of 200,000 options to Dr Peter Farrell.

The initial options proposed to be granted to Dr Peter Farrell pursuant to Item 6(a) would be
governed by the terms of the Employee Option Plan and would be granted on terms generally
consistent with the existing options granted by the Company. The proposed options would
vest in four equal tranches with the first quarter vesting on 30 June 2007, the second quarter
vesting on 30 June 2008, the third quarter vesting on 30 June 2009 and the final quarter
vesting on 30 June 2010.

Following a review of director and employee performance for the year ended 30 June 2006,
on 8 August 2006 the Board resolved, subject to the receipt of the necessary shareholder
approvals, to grant an additional 278,957 options to directors of the Company under the
Employee Option Plan as set out below:-

40,000 options to Mr Denis Hanley, the non executive chairman of the Company;
20,000 options to Dr Peter Farrell, a non executive director;

48,957 options to Mr Charles Kiefel, a non executive director;

20,000 options to Mr Malcolm McComas, a non executive director; and

150,000 options to Dr Alan Robertson, the chief executive officer of the Company,
each for no cash consideration and with an exercise price of A$1.917 (which represents the
average closing price of the Company’s ordinary shares on ASX on the five prior trading days
prior to 8 August 2006).

If approved, the proposed options would be taken to be granted on 15 August 2006 and would
expire on 14 August 2016. Items 6 (b), 7(a), 8(a), 9(a) and 10(a) seek approval in respect of
the grant of options to each of Dr Peter Farrell, Mr Denis Hanley, Mr Charles Kiefel, Mr
Malcolm McComas and Dr Alan Robertson.

Each of the options proposed to be granted pursuant to ltems 6(b), 7(a), 8(a), 9(a) and 10(a)
would be governed by the terms of the Employee Option Plan and would be granted on terms
generally consistent with the existing options granted by the Company. The non executive
directors have elected to accept the proposed grant of options as an alternative to either all or
a portion of their current year directors’ cash fee. As such, the proposed options to be
granted under items 6(b), 7(a), 8(a), 9(a) to Mr Denis Hanley, Dr Peter Farrell, Mr Charles
Kiefel and Mr Malcolm McComas would therefore vest immediately upon shareholder
approval.

In respect of those options granted to Dr Alan Robertson subject to the receipt of necessary
shareholder approval, the proposed options would vest in four equal tranches with the first
quarter vesting on 30 June 2007, the second quarter vesting on 30 June 2008, the third
quarter vesting on 30 June 2009 and the final quarter vesting on 30 June 2010 and is also
subject to the achievement of annual performance targets set and approved by the
Company’s Remuneration and Nomination Committee. The Company’s Remuneration and
Nomination Committee may approve the vesting of all or only a portion of the relevant options.
If a takeover offer is made for the Company, all options which have not yet vested,
automatically vest.

Subject to receipt of shareholder approval, the options the subject of Items 6(b), 7(a), 8(a), 9(a)
and 10(a) would be granted under the Employee Option Plan as soon as practicable after the



annual general meeting and in any event no later than 12 months from the date of the annual
general meeting.

The Company will not receive any cash consideration from the grant of the options but will
receive cash consideration on the exercise of the options. The consideration received on
exercise of the options will be used for the Company’s general corporate purposes. The
Company will not provide any loans or other financial assistance in connection with the grant
or exercise of the proposed options.

Items 6(c), 7(b), 8(b), 9(b) and 10(b) — Options Approved to be Granted in the 12 Months
After the Date of the Annual General Meeting

As noted above, the Board'’s practice has been to grant options during the course of the year
and then retrospectively seek shareholder approval at the next annual general meeting. The
Board now wishes to approve the grant of options in advance to the extent possible. The
Company seeks approval for each of Dr Peter Farrell, Mr Denis Hanley, Mr Charles Kiefel, Mr
Malcolm McComas and Dr Alan Robertson to participate in the Employee Option Plan up to
the specified maximum number of options set out in the notice of meeting for a period of
twelve months from the date of the annual general meeting.

The proposed options would be governed by the terms of the Employee Option Plan and
would be granted at the discretion of the Board on terms generally consistent with the existing
options granted by the Company to directors. The options would expire 10 years after the
date of grant of the options. The options would be granted for no cash consideration and
would be exercisable at a price which represents the volume weighted average price of the
Company’s ordinary shares on ASX over the five trading days prior to the date of grant by the
Board.

The proposed options would vest immediately upon grant for non executive directors, and in
the case of executive directors, in four equal tranches with the first quarter vesting on 30 June
2008, the second quarter vesting on 30 June 2009, the third quarter vesting on 30 June 2010
and the final quarter vesting on 30 June 2011. In respect of options issued to Dr Alan
Robertson, the vesting of the options likewise vest in four equal tranches and are also subject
to the achievement of annual performance targets set and approved by the Company’s
Remuneration and Nomination Committee. The Company’s Remuneration and Nomination
Committee may approve the vesting of all or only a portion of the relevant options. If a
takeover offer is made for the Company, all options which have not yet vested, vest.

Subject to receipt of shareholder approval, the options would be granted under the Employee
Option Plan when approved by the Board in the 12 months following the date of the annual
general meeting. Details of options granted to directors in accordance with the terms of the
Employee Option Plan and any underlying ordinary shares issued on the exercise of these
options will be published in each annual report of the Company, relating to the relevant period
in which options were granted or the shares were issued.

Any additional persons who become entitled to participate in the Employee Option Plan after
the date of approval of these proposed resolutions and who was not named in this notice of
meeting will not participate until approval is obtained under Listing Rule 10.14.

The Company will not receive any cash consideration on the grant of the options but will
receive cash consideration on the exercise of the options. The consideration received on
exercise of the options will be used for the Company’s general corporate purposes. The
Company will not provide any loans or other financial assistance in connection with the grant
or exercise of the proposed options.

Option terms
When exercisable, each option granted under the Employee Option Plan entitles the holder to

subscribe for one fully paid ordinary share in the capital of the Company. Each ordinary share
issued on exercise of an option will rank equally with all other ordinary shares then on issue.
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The Company will not receive any cash consideration on the grant of the options but will
receive cash consideration on the exercise of the options by the holder. The consideration
received on the exercise of the options will be used for the Company’s general corporate
purposes.

The proposed resolutions set out in items 6 to 10 seek the necessary shareholder approvals to
grant the options to Dr Peter Farrell, Mr Denis Hanley, Mr Charles Kiefel, Mr Malcolm McComas
and Dr Alan Robertson under the Employee Option Plan up to the maximum amounts specified
above. The directors (with each relevant director abstaining in respect of option grants to
themselves) recommend that shareholders vote in favour of resolutions 6 to 10 (inclusive).

Renewal of Proportional Takeover Provision in the Constitution of the Company
Proportional Takeover Provision

The Company’s constitution was adopted in November 2003 immediately prior to the
quotation of the Company’s ordinary shares on ASX. The constitution of the Company
contains a proportional takeover provision which provides that if a person makes a
proportional takeover offer for less than all of the share capital of the Company, ordinary
shareholders are entitled to vote to determine whether the proportional takeover offer may
proceed.

The terms of the proposed provision are set out in article 45 of the current constitution of the
Company, a copy of which is available on the Company’s website www.pharmaxis.com.au.

In accordance with the Corporations Act, the proportional takeover provision expires three
years after adoption of the provision. As a result, the proportional takeover provision is due to
expire in November 2006. The directors of the Company consider that it is in the best
interests of shareholders for the constitution of the Company to contain the proportional
takeover provision and shareholders are asked to renew the provision to ensure that the
provision continues to apply.

Reasons for Renewing the Proportional Takeover Provision

In the absence of a proportional takeover provision, a person holding or acquiring less than a
majority interest in the Company (Offeror) may be able to gain control of the Company
without acquiring a majority interest and without ordinary shareholders having the opportunity
to dispose of all of their shares to the Offeror. The Board considers that ordinary
shareholders should have the opportunity to determine whether or not a proportional takeover
should be permitted to proceed. This is achieved by requiring shareholders to pass a
resolution approving a proportional takeover bid. Accordingly, the Board has proposed the
renewal of article 45 in the constitution of the Company which requires the approval of
ordinary shareholders for a proportional takeover.

Effect of the Proposed Proportional Takeover Provision

In conjunction with the Corporations Act, the proportional takeover provision provides that if a
proportional takeover offer for less than all of the share capital of the Company is received
from an Offeror, the Board must ensure that an approving shareholder resolution is voted on
no more than 14 days before the bid period ends. The Board will decide whether the vote is to
be taken at a general meeting or by a postal ballot.

If the resolution seeking the approval of shareholders for the specific proportional takeover
offer is rejected by simple majority within the time permitted under the Corporations Act, the
registration of any transfer of shares resulting from that proportional takeover bid will be
prohibited.

If no approval resolution is voted on more than 14 days before the offer period ends, the
approval resolution will be deemed to have been approved.
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If the approval resolution is passed by simple majority, the relevant transfers of shares will be
registered provided they otherwise comply with the provisions of the constitution of the
Company.

The proportional takeover provisions in the constitution will again cease to have effect three
years after their renewal unless again renewed by a special resolution.

No Present Acquisition Proposals

The Board is not aware of any proposal by any person to acquire, or to increase the extent of,
a substantial interest in the Company. The Board does not propose the proportional takeover
provision because of any transaction of which they are currently aware.

Potential Advantages and Disadvantages

The Board considers that the primary advantage of the proposed takeover provision is to
ensure that all shareholders have an opportunity to consider a proportional takeover bid. The
ability to vote on a proportional takeover bid gives shareholders the opportunity to prevent the
proportional takeover from proceeding if they so desire and should ensure that the terms of
any future proportional takeover bids apply to a majority of shareholders. The Board also
considers that the opportunity for shareholders to vote is desirable because it enables the
directors to formally ascertain the views of shareholders in respect of a proportional takeover
bid.

A potential disadvantage of the proposed provision is that it makes it more difficult for a
proportional takeover bid to proceed and may discourage proportional takeover bids. This in
turn may reduce the opportunities which shareholders may have to sell some of their shares
at an attractive price to persons seeking control of the Company and may reduce any
speculative element arising from a possible proportional takeover bid in the Company’s share
price. However, the Board believes that the requirement that the views of shareholders be
obtained prior to a proportional takeover should not adversely affect any offer which is
attractive to the majority of shareholders.

The directors recommend that shareholders vote in favour of resolution 11.
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pharmaxis

Pharmaxis Ltd

ABN 75 082 811 630

Mark this box with an ‘X’ if you have made any changes to your address details (see reverse)

Appointment of Proxy

I/We being a member/s of Pharmaxis Ltd and entitled to attend and vote hereby appoint

the Chairman
of the Meeting
(mark with an ‘X’)

OR

Proxy Form

All correspondence to:

Computershare Investor Services Pty Limited

Enquiries (within Australia)

GPO Box 242 Melbourne
VIC 8060 Australia

1300 855 080
(outside Australia) 61 3 9415 4000
Facsimile 61 2 8235 8220
www.computershare.com

If you are not appointing the Chairman of the Meeting
as your proxy please write here the full name of the
individual or body corporate (excluding the registered
Securityholder) you are appointing as your proxy.

or failing the individual or body corporate named, or if no individual or body corporate is named, the Chairman of the Meeting, as my/our proxy to act generally at the meeting on my/our
behalf and to vote in accordance with the following directions (or if no directions have been given, as the proxy sees fit) at the Annual General Meeting of Pharmaxis Ltd to be held at The
Sheraton on the Park, 161 Elizabeth Street, Sydney, NSW on 26 October 2006 at 2.30 pm and at any adjournment of that meeting.

Iy

The Chairman of the meeting intends to vote undirected proxies in favour of each item of business.

Voting directions to your proxy - please mark X

2 Approval of remuneration report

3 Re-election of Dr Farrell

4 Re-election of Mr Hanley

5 Remuneration of Non Executive
Directors

6a Grant of 200,000 Options to
Dr Farrell

6b  Grant of 20,000 Options to
Dr Farrell

6c  Future grant of up to 20,000
Options to Dr Farrell

7a  Grant of 40,000 Options to
Mr Hanley

For

Against

Abstain*

7b

8a

8b

9a

9b

10a

10b

"

to indicate your directions

Future grant of up to 40,000 Options
to Mr Hanley

Grant of 48,957 Options to
Mr Kiefel

Future grant of up to 50,000 Options
to Mr Kiefel

Grant of 20,000 Options to
Mr McComas

Future grant of up to 20,000 Options
to Mr McComas

Grant of 150,000 Options to
Dr Robertson

Future grant of up to 150,000
Options to Dr Robertson

Renewal of Proportional Takeover
Provision

If the Chairman of the meeting is appointed as your proxy, or may be appointed by default and you do not wish to direct your proxy how to vote as your proxy in
respect of a resolution, please place a mark in the box. By marking this box, you acknowledge that the Chairman of the meeting may exercise your proxy even if he
has an interest in the outcome of the resolution/s and that votes cast by the Chairman of the meeting for those resolutions other than as proxy holder will be
disregarded because of that interest. If you do not mark this box, and you have not directed your proxy how to vote, the Chairman will not cast your votes on the
resolution and your votes will not be counted in calculating the required majority if a poll is called on the resolution.

For Against  Abstain*

* If you mark the Abstain box for a particular item, you are directing your proxy not to vote on your behalf on a show of hands or on a poll and your votes will not be

counted in computing the required majority on a poll.

PLEASE SIGN HERE

Individual or Securityholder 1

Securityholder 2

Securityholder 3

This section must be signed in accordance with the instructions overleaf to enable your directions to be implemented.

Sole Director and
Sole Company Secretary

Director

Director/Company Secretary

014553 - V2



How

to complete the Proxy Form

Your Address

This is your address as it appears on the company’s share register. If this information is incorrect, please mark the box and make the correction
on the form. Securityholders sponsored by a broker (in which case your reference number overleaf will commence with an ‘x’) should advise your
broker of any changes. Please note, you cannot change ownership of your securities using this form.

Appointment of a Proxy

If you wish to appoint the Chairman of the Meeting as your proxy, mark the box. If the individual or body corporate you wish to appoint as
your proxy is someone other than the Chairman of the Meeting please write the full name of that individual or body corporate in the space
provided. If you leave this section blank, or your named proxy does not attend the meeting, the Chairman of the Meeting will be your proxy.
A proxy need not be a securityholder of the company. Do not write the name of the issuer company or the registered securityholder in the
space.

Votes on Items of Business

You may direct your proxy how to vote by placing a mark in one of the three boxes opposite each item of business. All your securities will be
voted in accordance with such a direction unless you indicate only a portion of voting rights are to be voted on any item by inserting the
percentage or number of securities you wish to vote in the appropriate box or boxes. If you do not mark any of the boxes on a given item,
your proxy may vote as he or she chooses. If you mark more than one box on an item your vote on that item will be invalid.

Appointment of a Second Proxy

You are entitled to appoint up to two proxies to attend the meeting and vote on a poll. If you wish to appoint a second proxy, an additional
Proxy Form may be obtained by telephoning the company's share registry or you may copy this form.

To appoint a second proxy you must:

(@)  on each of the first Proxy Form and the second Proxy Form state the percentage of your voting rights or number of securities
applicable to that form. If the appointments do not specify the percentage or number of votes that each proxy may exercise, each
proxy may exercise half your votes. Fractions of votes will be disregarded.

(b)  return both forms together in the same envelope.

Signing Instructions

You must sign this form as follows in the spaces provided:

Individual: where the holding is in one name, the holder must sign.
Joint Holding: where the holding is in more than one name, all of the securityholders should sign.
Power of Attorney: to sign under Power of Attorney, you must have already lodged this document with the registry. If you have not

previously lodged this document for notation, please attach a certified photocopy of the Power of Attorney to this
form when you return it.

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

If a representative of a corporate Securityholder or proxy is to attend the meeting the appropriate "Certificate of Appointment of Corporate
Representative" should be produced prior to admission. A form of the certificate may be obtained from the company's share registry or at
www.computershare.com.

Lodgement of a Proxy

This Proxy Form (and any Power of Attorney under which it is signed) must be received at an address given below no later than 48 hours
before the commencement of the meeting at 2.30 pm on 26 October 2006. Any Proxy Form received after that time will not be valid for the
scheduled meeting.

Documents may be lodged:
IN PERSON Registered Office -Unit 2, 10 Rodborough Road, Frenchs Forest, NSW 2086

Share Registry - Computershare Investor Services Pty Limited, Level 2, 60 Carrington Street, Sydney NSW 2000 Australia
Company - Unit 2, 10 Rodborough Road, Frenchs Forest, NSW 2086

BY MAIL Registered Office -Unit 2, 10 Rodborough Road, Frenchs Forest, NSW 2086

BY FAX

Share Registry - Computershare Investor Services Pty Limited, GPO Box 242, Melbourne VIC 8060 Australia
Registered Office — 61 2 02 9451 3622

Share Registry - 61 2 8235 8220 014553 - V2



QUESTIONS FROM SHAREHOLDERS

The annual general meeting of Pharmaxis Ltd will be held on 26 October 2006 at 2:30 pm. Shareholders are
invited to register questions in advance of the meeting.

This form may also be used to submit written questions to the auditor if the question is relevant to the content
of the auditor’s report or the conduct of the audit of the annual financial report of the Company.

If you wish to submit a written question, it must be received no later than five business days before
the date of the meeting. Shareholders may also ask questions of the board of directors of the Company and
the auditor at the meeting.

Please return this form to Computershare Investor Services Pty Limited, located at Level 2, 60 Carrington
Street, Sydney NSW 2000 or at the Company’s Registered Office, Unit 2, 10 Rodborough Road, Frenchs
Forest NSW 2086, or by facsimile to Computershare on (02) 8235 8220 or to the Company on (02) 9451 3622.

Shareholder name

Security holder Reference Number (SRN) or Holder Identification Number (HIN)

Please tick the applicable box below if your question is a question for the auditor of the Company

014553 - V1




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 15%)
  /CalRGBProfile (ColorMatch RGB)
  /CalCMYKProfile (U.S. Sheetfed Uncoated v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo true
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 2400
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308030d730ea30d730ec30b9537052377528306e00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /FRA <>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [1700.787 992.126]
>> setpagedevice




