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23 February 2005 

Placing of Ordinary Shares and Options

Pursuant to shareholder approval obtained at the General Meeting held on 7 January 2005 Cosmedics Australia Limited (“the Company” or “CMA”) made a placement on 18 February 2005 of 2.5 million Ordinary Shares at $0.195 each and 1.25 million share options at a price of one cent per option, raising $500,000 for the Company. The share options are exercisable at $0.20 per option at any time prior to 31 December 2007. Application will be made in due course to the Newcastle Stock Exchange for the 2.5 million ordinary shares to be admitted to Listing.

The funds raised by the placement will be used as working capital and for general corporate purposes, including professional costs associated with proposed acquisitions.

As previously announced, CMA entered into an agreement dated 23 August 2004 to acquire intellectual property relating to a safety syringe from the two inventors and the owners of the relevant patents (“the Inventors Agreement”). Also, as previously announced, CMA entered into an agreement on 14 September 2004 with EnsiMed and EnsiMed’s shareholders (“the EnsiMed Agreement”) to acquire the assets and facilities to manufacture the patented safety syringe. Both the Inventors Agreement and the EnsiMed Agreement were subject to a number of preconditions. In the event the preconditions for completing those Agreements could not be met and on 18 February 2005 both Agreements were terminated.

Despite the termination of the Agreements referred to above, the Company has been successful in negotiating a new agreement to acquire the Intellectual Property relating to the safety syringe, on terms that the Directors believe to be more attractive than those in the previous agreement. The new agreement provides for the Intellectual Property in the safety syringe to be acquired for a consideration of 10 million Ordinary Shares in the Company (issued at $0.20 per share) and $2.2 million in cash. A royalty of 5% of the first $100 million of sales, reducing to 2.5% thereafter will also be paid. Under the previous agreement the consideration was 26.95 million Ordinary Shares issued at $0.20 per share, 14.6 million options exercisable at $0.20 up to 31 December 2007 and $1.95 million in cash. The Directors believe that the new agreement is more attractive as a significant element of the total consideration payable is now linked to future sales. The agreement is subject to Shareholders Approval and a successful capital raising being achieved.

             
The Directors propose to discuss with EnsiMed the acquisition of assets and facilities to manufacture the patented safety syringe, but have also formulated alternative arrangements should a satisfactory agreement not be reached with EnsiMed.

The dispute relating to legal fees amounting to $596,177,  as noted in the 2004 Accounts of the Company, plus unbilled work in progress and disbursements, has been settled by a one off payment of $200,000. CMA now considers that it is in a position to proceed with the necessary steps to achieve the proposed capital raising and ASX listing. 
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