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10 December 2006

By Hand Delivery

U.s. Securities and Exchange Commlssmn SU P PL

450 Fifth Street, N.W.
Washington, D.C. 20549-0302

‘Re:  QRSciences Holdings Limited

" /

QRSC|ences
Ho dlngs Lid

! 8-10 Hamilton Street
Cannington 6107 |
Western Australia
T +61 8 9358 5011
F: +é1 8 9358 5022

www.qrsholdings.com

f

U.S. Securities and Exchange Commission. Flle Number 082-3485

Monthly Submission Under Exchange Act Rule 12g3 2(b) !

Ladies and Gentlemen:

! '

Atlached please find QRSciences Ho]dmgs Limited’s Rule 12g3 -2(b) submission for
the month of October & November, 2006, together with an mdex of the 1nf0rmat10n '

attached o i

Shouldiyou have any questions regarding this submission, p]ease feel free to contact

' Darren Bromley at + 61 8 9358 01] or dbromley@qrsc;ences .com.

Yours Faithfully,

Darren Bromliey
Company Secret
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Appendix 4C for the Quarter Ended 30 September 2006

‘Operating cash flows are expected to progressively improve over the 2006/7 ﬁnancral year as revenue
related to the commercialisation of the company's core technologies mcreases and as the intended

Baxall Australia acquisition contributes to the Company's results. ;- : C

The Company invested cash of $1.637 million in business acquisitions thlS quarter (Baxall $1.57 mllhon
/ Spectrum $66,600). fl

Dunng the first quarter of the 2006/7 financial year: r

l

o Mr Bob Halverson and Mr Ray Schoer were appointed to the Board both as Nonexecutlve
Directors. !

> Mr Halverson has had a long and distinguished career in the service of Austraha
firstly with the Royal Australian Air Force, then as a member of the Australian Federal
Parliament and as Speaker of the House of Representatwes and more recently i in the
Department of Foreign Affairs and Trade as Australian Ambassador to Ireland and the

!

Holy See. i

» Mr Schoer has a Iong and dlstlngurshed buslness career: After holdmg senior
positions in several government departments, mcludlng the Australian Treasury, he
was appointed Chief Executive Officer of the Natlonal Compames and Secuntles
Commission (NCSC), the forerunner to ASIC, in 1980 and oversaw the fi rst ten years
of this regulatory body's operation. From 1990 he was Natlonal Director of the
Australian Stock Exchange (ASX), serving on numerous govemment lntematronal
and stock exchange committees.

+ QRSciences completed an agreement with Spectrum San Drege to sell and dsstnbute the
SentryScopem video surveillance system to US governmerit markets and to-a number of
territories including Australia and New Zealand. }

s The company announced that it currently estimates total revenue for FYO7 will fall in the range
!

of $14 million to $16 miliion — up from approximately $2.6 mllllon in FY06. P

After completing a successful working trial with the Slngaporean Immigration and Checkpoint
Authority, Singapore Technologies Electronics commenced - sa1es and marketing of
QRSciences’ explosive detection technology in several countnes in the Asian region and parts

of the Middle East | ! | |

e The Company entered into an agreement with AstraZeneca Merck Shamp and Dohme and
King's College London to develop a QR-based pharmaceutlcal analy5|s mstrument

/' |
’ :




: company through a Share Purchase Plan which raised $1.51 million. '

QRS raised $ 2 million from institutions and sophisticated mvestors in the

* Australia at a price of 50 cents per share .
QRSciences also has in place a $5 million workmg capital facility with The At Call Equity Fund (ACE
Fund) providing a working capital reserve to assist with business development and the rmp!ementahon
of the Company's strategy both in Australia and overseas. To date the Company has used $300,000 of
» | ;

this facmty

+

l’Jmted States and

QRSciences invited eligible shareholders to partlmpate in a capltal ralsmg initiative of the:
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Appendix 4C i
Quarterly report |
for entities admitted | o
i

on the basis of commitments‘I
i

!

Tutroduced 31/3/2000. . Amended 30/9/2001

Name of entity

1

t

!

i

! _ . |
QRSciences Holdings Limited ! "

ABN Quarter ended (‘“"current quarter™)
7 009 259876 30 September 2006 l

Consolidated statement of cash flows

Current quarter Year to date

Cash flows related to operating activities $A°000 (3 months) ;'
‘ $A°000 '
1.1 Receipts from customers 341 . 341 |

1.2 Payments for  (a) staff costs (1,058) f " (1,058) | |
o (b) advertising and marketing (44) P (44) )
{(c) research and development (586) | (586) J
(d) leased assets - ; 2 i
{e) other working capital (242) ;! (242) )
1.3 Dividends received - [ ! f
1.4 Interest and other items of a similar nature I : !
received 16 b 16
1.5 Interest and other costs of finance paid - P . |
1.6 Income taxes paid - - |
1.7  Other- Grant Income 12 ! 1z
Legal Costs Recovery - ! -
Net operating cash flows (1,561) f l (1,561)

|
|
|
1
)
I
1
I
i
)
i
1

+ See chapter 19 for defined terms.
Appendix 4C Page 1
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Admitted on the ba;;is of commiitments

—

Current quarter
$A’000

Year to date
(3 months)
| $A°000

1.8

Netuoperating cash flows (carried forward)

(1,561)

’(1,561)

1.9

1.10

Cash flows related to investing activities

Payment for acquisition of:
(a) businesses (item 5)

(b) equity investments
{¢) Intellectual
property
. (d) Physical non-
: current assets
(e) other non-current
assets

Proceeds from disposal of:
(a) businesses (item 5)

(b} equity investments

(c) intellectual
property

(d) physical
current assets

(e) other  non-current
assets

non-

Loans to other entities

Loans repaid by other entities
Other (provide details if material)
j"Net investing cash flows

“Total operating and investing cash flows

(1,637)

(1,637)

(1,641)

(3,202)

I (1,641)
I @3, 202)

1.15
1.16
1.17
1.18

1.19
.20

. Cash flows related to financing activities
Proceeds from issues of shares, options, etc.
Proceeds from sale of forfeited shares

. Proceeds from borrowings

+ Repayment of borrowings

. Dividends paid

: Other (provide details if material)

~ Net financing cash flows

’ 3,41;

1.2

1.22

" Net increase (decrease) in cash held

I Cash at beginning of quarter/year to date
other adjustments

212

1,987

212

1,987

2,199

, 2,199

1.2

3 : Cash at end of quarter

+ See chapter 19 for defined terms,

30/9/2001

Appendix 4C Page 2
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Admitted on'the basfis of commitments

' ]
: !
t

Payments to directors of the entity and associates of the d'irectors'

Payments to related entities of the entity and associates of the related

enhhes
| .
Cisrrent quarter
| swoo0
1.24 Aggregate amount of payments to the parties included in item 1.2 Nil .
|
1.25 Aggregate amount of loans to the parties included in item 1.11 | Nil :

1.26 Explanalion necessary for an understanding of the transactions

|
J
|
|
! ;
|
!

)

Non-cash financing and investing activities
Details of financing and investing transactions which have had a matenal effect on consolldated

2.1
assets and liabilities but did not involve cash flows 1

i

Details of outlays made by other entities to establish or increase their share in businesses in which
the reporting entity has an interest J .
. - -

22

Financing facilities available ! :
: '
Add notes as necessary for an understanding of the position. (See AASB 1026 paragraph 12.2) ‘ .

Amount used

Amoum available
$A°000

$A’000 1

3.1  Loan facilities ‘
]

|
|
|l
i
|

3.2 Credit standby arrangements

+ See chapter 19 for defined terms. (
30/9/2001 , k Appendix 4C Page 3
' ]
| 1
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Admitted 011 the balms of commltments

El
i

Reco.n'ciliation of cash

!
1
i
I
1
i
!

[
|
i
I

il ‘ X ] |
Reconciliation of cash at the end of the quarter (as Current quarter | Previous quarter
shown in'the consolidated statement of cash flows) to $A'000 , $A°000 1
the related items in the accounts is as follows. ! ;

: ' ' |
4.1 Cajsh on hand and at bank 2,199 : 1,987 . |
4.2 Deposits at call . l

- i -
43  Bank overdraft ) : ) f
4.4 Other (provide details) ) ! B X

Tota]: cash at end of quarter (item 1.22}

2,199

Acquisitions and disposals of business entities

5.1
52

53

5.4

5.5

Acquisitions
(ftem 1.9(a))

Disposals '-
(ftem 1.10(a))

Name of entity

i

Place of inco_rporation

or registration
‘Consideration for

‘acquisition or disposal
Total net assets

I
[
|
f

|

Nature of business

o

Co[hpliance statement

1

:
[
f

]
|
!
!

This statement has been prepared under accounting policies Wl‘llCh comply w1th accounting
‘standards as defined in the Corporations Act (except to the extent that information i is not required

_because of note 2) or other standards acceptable to ASX. *

“This statement does give a true and fair view of the matters disclosed.

Sign here: Date:  30/10/06
(Company Secretary)

Print name: Darren Bromley

|
l

[

{

|
!
|
|
|

'
I
'
' I
I

+ See chapter 19 for defined terms.

30/9/2001
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Admitted on the baisw. of commltments
]

B Co
I v
. |

Notes ‘

1. The quarterly report provides a basis for informing the market how the entity’s actlvmes have
been financed for the past quarter and the effect on its cash posmon An entity wantmg to
disclose additional information is encouraged to do so, in a note. or notes attached to this

. ! l

I i l

2. The definitions in, and provisions of, AASB 1026. Statement of Cash|Flows apply to this
report except for the paragraphs of the Standard set out below. | ;

'

report

. 6.2 - reconciliation of cash flows arising from operatmg activities to ;
operating profit or loss | ' !
. 92 - itemised disclosure relating to acquisitions '
. 9.4 - itemised disclosure relating to disposals ! Z ;
. 12.1(a) - policy for classification of cash items |
D 12.3 - disclosure of restrictions on use of cash ! :
. 13.1 - comparative information | ; |
3, Accountmg Standards. ASX will accept, for example, the use of International Accoﬂmtmg

Standards for foreign entities. If the standards used do not address a topic, theJAustrallan

standard on that topic (if any) must be complied with. i

&

_—

+ See chapter 19 for defined terms,

Appendix 4C Page 5
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|

" Notice of Annual Generalr Meetlng

and Explanatory Statement
5
Annual General Meeting to be held at .
Royal Brighton Yacht Club f
253 The Esplanade Mlddle Brighton, VIC, 3186, Australia
on Wednesday 29" November 2006 commencing; ‘at 10.00am EST-
i
l .

!f:
".

1

QRSCIENCES HOLDINGS LIMITED

I

ABN 27 009 259 876 : .

| |
| .'
| .
|} .
l

|
'
]
f

Thls Nohce of Annual Genera! Meetlng and Explanatory Statement should be read mqlts enhrety

AT

o If shareholders are in doubt as to how they shouId vote, they should seek adv1ce from thelr
..... ‘L P

N B

t

i
t
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Corporate Directory

Directors Kevin Russeth (Chairman, Director, CEQ)
Darren Bromley (Chief Financial Officer)
Simon Peter Bedford (Director) :
Norman Shanks (Non-Executive Director)
Joseph Paresi (Non-Executive Director) |
Bob Halverson (Non-Executive Director)
Ray Schoer (Non-Executive Director) -

Secretary Darren Bromley '
Registered Office 8-10 Hamilton Street
Cannington WA 6106 _ l
Telephone: (08) 9358 5011
Facsimile: (08) 9358 5022
Email: enquiries@qrsciences.com

Website: www.qrsholdings.com

Auditor Moore Stephens ‘ !
Chartered Accountants ! I
Level 3, 12 St George’s Terrace |
Perth Western Australia 6000 ll
Lawyers Pullinger Readhead Lucas
Commercial Lawyers
Level 2, Fortescue House
- 50 Kings Park Road :
West Perth WA 6005 |
Share Registry Computershare Investor Services Pty Limited
Level 2, Reserve Bank Building :
45 5t George’s Terrace :
Perth WA 6000 :

Telephone: 1300 787 575
Facsimile: (08) 9323 2033

ASX ICode QRS ' f
|
l
|

————
\




, Notice' of Annual General Meeting

'

el — - - PR

The 2006 Annual General Meeting of QRSciences Holdings Limited w1ll be held at Royal Brighton
Yacht Club, 253 The Esplanade, Middle Brighton, VIC, 3186, Australia on Wednesday
29th November 2006 commencing at 10.00am EST. L

I
F
Ordinary Business |

Financial Statements and Reports :

Period 1 July 2005 to 30 June 2006

!
/
: - !
“To receive and consider the Annual Financial Report, together with the Directors’ and

Auditor’s Reports for the year ending 30 June 2006. - !

!
%
|

1 Adoption of Remuneration Report

ﬁ
To consider and, if thought fit, pass the following resolution as an ordinary resolution:
] L
That, for all purposes, Shareholders adopt the Remuf'leration Report set out in the
Directors’ Report for the year ending 30 June 2006. ;

‘Please note that the vote on this resolution is advisory only, and does not bind the
Directors or the Company.

2 '—.Election of Directors !

To consider and, if thought fit, pass the following resolution as ordinary resolution:

(a) That, for all purposes, Simon Bedford, who rehres and offers himself for re-
election, is re-elected as a Director. ¢
l
(b That, for all purposes, Mr Robert Halverson, who was appointed to the Board
since the last annual general meeting of the Cofnpany is re-elected as a Director.
. | ‘
{©) That, for all purposes, Mr Raymond Schoer, who was appointed to the Board
since the last annual general meeting of the Compa.ny is re-elected as a Director.

}
}

|
!
|
|




!
|
i
!
i

Special Business

!
'
]
]
¢

!

flApprovaI of Securities Issue ,

'a) Issue of fully paid ordinary shares for the funding of Spe'ctrum San Diego

To consider and, if thought fit, pass the following resolution :as an ordinary resolution

That, for all purposes, Shareholders approve the issue of 383,095 Shares to the Spectrum
San Diego Inc (“Spectrum”), for the purposes and on the: terms set out in the Explanatory

Statement. t !
b) Issue of fully paid ordinary shares '
. , f

To consider and, if thought fit, pass the following resolution aé an ordinary resolution
|

That, for all purposes, Shareholders approve the 1551.}e of up to 15,000,000 fully paid
ordinary Shares to the parties, for the purposes and on the terms set out in the

Explanatory Statement.

]

l
}
f
Ratification of Previous Securities Issue l;

To consider and, if thought fit, pass the following resquh'én as an ordinary resolution
r .

That, for all purposes, Shareholders approve and ratxfy the allotment and issue of the
equivalent of 4,824,234 Shares, post- consolidation, to the partles for the purposes and on

the terms set out in the Explanatory Statement. !




| o

- | |

Voting Exclusions l

For the purposes of:
Lo

L . . . ' .
(@ 1 (resolution 3): Listing Rule 7.3, the Company will disregard:any votes cast on resolution
" 3(a) and 3(b) by any person who may participate in the pr'oposed issues and a person
i who might obtain a benefit, except a benefit solely in the capac1ty of a security holder, if
. theresolution is passed, and any of their associates; and ,
| !
| -(resolution 4): Listing Rule 7.5, the Company will disregard any votes cast on resolution 4
,' by any person who participated in the issue and any of their associates,
| , j
unless it is cast by a person as proxy for a person who is entitled to{ vote (in accordance with the
directions on the proxy form) or the person chairing the meeting as proxy for a person who is
entitled to vote (in accordance with a direction on the proxy form to vote as|the proxy decides).

;
t

(b)

|
I
;
Explanatory Statement ;
! !
The Explanatory Statement accompanying this Notice of Annual Gg’:néral Meeting is incorporated

in and-comprises part of this Notice of Annual General Meeting,.
I
Shareholders are specifically referred to the Glossary in the Explanatory Statement which contains

deflmhons .of capitalised terms used both in this Notice of Annual] General Meeting and
Explanatory Statement. l
l ;

| i
Proxies ‘
* !
|
Please note that: ' : ’

| :
(@ ' amember of the Company entitled to attend and vote at the Annual General Meeting is

entitled to appoint a proxy; I

(b} a proxy need not be a member of the Company; and f

R i
() a-member of the Company entitled to cast two or more votes may appoint two proxies
and may specify the proportion or number of votes each proxy is appointed to exercise,
but where the proportion or number is not specified, each prox'y may exercise half of the

votes.

)

r

|

| | _

'II"he enclosed proxy form provides further details on appointing proxiesfand lodging proxy forms.
I

!

» |

f'Snap—shot” Time |

f
|

;The Company may specify a time, not more than 48 hours befo're the meeting, at which a “snap-
_'shot” of shareholders will be taken for the purposes of determining shareholder entitlements to

lvote at the meeting,




!
The Clompany s directors have determined that all shares of the Company thalt are quoted on ASX
at 10am EST on 27 November 2006 shall, for the purposes of determmmg v?tmg entitlements at

the Annual General Meeting, be taken to be held by the persons reglstered as holding the shares
r

at that tlme !
P ' . i
| i
| i . '
Corporate Representative ;

o
Any corporate Shareholder who has appointed a person to act as its corpo'rate representative at
the meeting should provide that person with a certificate or letter executed in accordance with the
Corporatlons Act authorising him or her to act as that company’s represenltahve The authority

may, be sent to the Company and/or registry in advance of the meetmg or handed in at the
Anl appointment of Corporate

meetmg when registering as a corporate representative.
Representative form is enclosed if required. :
- |

L ‘
By Order of the Board of Directors
[

|
|

Darren Bromley

Co{npany Secretary
QRSciences Holdings Limited

|
|
|
o -
30;October 2006 1 |
i
i
|
|
}
J
|
i
|

|
}
B
|
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- Explanatory Statement

This Explanatory Statement has been prepared for the information of Share'holders in relation to
the business to be conducted at the Company’s 2006 Annual General Meeting.
l

The j purpose of this Explanatory Statement is to provide Shareholders with all information known
to the Company which is material to a decision on how to vote on the resolutions in the

accompanying Notice of Annual General Meeting.

This Explanatory Statement should be read in conjunction with the Notice of Annual General
Meeting. Capitalised terms in this Explanatory Statement are defined in the Glossary
l

i
Financial Statements and Reports

|
] .
. The Annual Financial Report, Directors” Report and Auditor’s Report for the Company

! for the year ending 30 June 2006 will be laid before the meeting.

There is no requirement for Shareholders to approve these I]eports. However, the

Chairman will allow a reasonable opportunity for Shareholders to ask questions or make
comments about those reports and the management of the Company. Shareholders will
also be given a reasonable opportunity to ask the auditor =questicéns about the conduct of

’ the audit and the preparation and content of the auditor’s report. ll
|

* In addition to taking questions at the meeting, written question:s to the Chairman about
: the management of the Company, or to the Company’s auditor about:

° the preparation and content of the Auditor’s Report;

]

i
: . the conduct of the audit;
|

‘accounting policies adopted by the Company in relahon to the preparation of the

b financial statements; and

] . '
P the independence of the auditor in relation to the conduct of the audit, may be
submitted no later than 5 business days before the meeting date to:

l . -
' QRSciences Holdings Limited,

'! 8-10 Hamilton Street

Cannington WA 6106

5 Or

| :
: Facsimile:(08) 9358 5022 '




Resolution 1: Adoption of Remuneration Report

_ Resolution 2: Election of Directors

H
!
i
!
|
!

1
|

The Remuneration Report of the Company for the financial :'year eljtding 30 June 2006 is
set out in the Director’s Report on pages 15 to 19 of the Compfany's Annual Report.

‘The Remuneration Report sets out the Company’s remuneration arrangements for the

N
‘executive and non-executive Directors and executive employees of the Company.

i

, A reasonable opportunity will be given for the discussion of the Remuneration Report at
the meeting. Shareholders should note that the vote on this resolution is advisory only

“and does not bind the Company or the Directors. j

" In accordance with Listing Rule 14.4 and clause 53 of the Constitution, at every’ Annual
" Géneral Meeting, one third of the Directors for the time being must retire from office and
- are eligible for re-election. The Directors to retire are to be those who have been in office

for 3 years since their appointment or last re- appomtment or who have been longest mn
office since their appointment or last re-appointment or, lif, the Plrectors have been in
office for an equal length of time, by agreement. In addition, clause 52 of the

Constitution, requires that any Director appointed by the Board either to fill a casual
vacancy or as an addition to the Board, must retire at the next Annual General Meeting

following his or her appointment, but eligible for re-electlon at that Annual General
Meeting.

!
f'
|
}

a) Mr Simon Bedford

Mr Bedford joined QRSciences in January 2004 and was appointed as Executive
Director and Vice-President, Business Development HlS responsibilities include
US based Technical Customer Support, Government Relations, Technology
Assessment and Business Development. Before ]ommg QRSciences, Mr Bedford
worked for seven years in a senior role at Quantum Magnetics in the US.

i

His focus at Quantum Magnetics was Quadrupol:e Relsonance and applications
related to baggage screening and landmine detection. Iln addition to Quadrupole
Resonance expertise, Mr Bedford has experiencle developing and fielding novel
personnel screening devices for concealed weapons detection and the
application of advanced magnehc resonance technology in industrial _process
control. ! !

Before Quantum Magnetics, Mr Bedford worked for 5 years at the Defence
Evaluation and Research Agency (DERA), a branch of the UK Ministry of

Defence. !




!

Mr Bedford also has broad experience in X-ray technology for non-destructive
testing systems including diffraction and conventional linescan systems.

He studied Chemistry and Physical Chemistry at .‘Imperial College of Science
and Technology, University of London. ;

The Directors (other than Simon Bedford who abstained llaecause of his interest
in the resolution} have resolved to recommend tha;t Shareholders vote in favour
of the re-election of Simon Bedford. The Chairman intends to vote undirected

proxies in favour of this resolution.
f

b) Mr Robert Halverson :

Mr. Halverson joined the QRSciences Board on 21 August 2006. He has had a
long and distinguished career in the service of Ailstraha firstly with the Royal
Australian Air Force, then as a member of the Australlan Federal Parliament and
as Speaker of the House of Representatives, more, recently in the Department of
Foreign Affairs and Trade as Australian Ambassador to Ireland and the Holy

See. !

Mr Halverson brings with him considerable, experience in the areas of
government, international relations and finance, whicll‘\ complements existing
Board expertise in aviation and homeland security. He worked at Robertson

Thompson Partners, stockbrokers, as a financial adviser, completing the

Securities Institute of Australia course in 1984.

The Directors (other than Robert Halverson who abstamed because of his
interest in the resolution} have resolved to recommend ‘that Shareholders vote in
favour of the re-election of Simon Bedford. The Chairman intends to vote

undirected proxies in favour of this resolution.

¢) Mr Raymond Schoer ,

Mr. Schoer Joined the QRSciences board on 11 September 2006 and has a long
and distinguished business career. After holding senior positions in several
government departments, including the Australian Treasury, he was appointed
Chief Executive Officer of the National Companies an Securities Commission
(NCSC), the forerunner to ASIC in 1980, and oersaw the first ten years of this

regulatory body's operation. |

From 1990 he was National Director of the Australian Stock Exchange, serving
on numerous government, international and’ stock :exchange committees. He
resigned from this position in 1995 to become Principal of his own consulting
business, Schoer Consulting Pty Limited, which provides a wide range of
consulting services to organisations such as the| World Bank, the Asian
Development Bank and the Australian Agency for International Development.

Mr Schoer is currently Chairman of Sydney Gas, Australia Pacific Exchange,
Rabinov Diversified Property Trust and Zelos Resources NL. In November 2005,




;‘ '
he retired as Chairman of IOOF Holdings, following an eleven year association
with the IOOF group in a Non-Executive capacity.

Mr Schoer brings to the QRS Board considerable business and corporate
governance experience, which complements ex1stmg Board strengths and which
will prove invaluable as the Company progressively commercialises its core

technologies.
:

The Directors (other than Raymond Schoer who abstained because of his interest
in the resolution) have resolved to recommend that Shareholders vote in favour
of the re-election of Simon Bedford. The Chairman 1ntends to vote undirected

proxies in favour of this resolution. )
I
!
!
{
i
4

Resolution 3: Approval of Securities Issue

' a) Issue of fully paid ordinary shares for the funding of Spectrum San Diego

The Company proposes to issue 383,095 Shares at an issuq" price ([)f $0.97 each. The issue
price of $0.97 was negotiated and agreed with Spectrum in February 2006. The issue of

these Shares to Spectrum will be equal to approximately 0.92% of the Company’s fully-
diluted share capital assuming no further issues of secinrities by the Company. The

purpose of the issue is to continue the acquisition of up to '27;4% of Spectrum.

Terms of the agreement with Spectrum include the acquisition of preferred Spectrum
stock for a combined cash and equity payment of up to US$2 6 million with an option to
buy all the outstanding common stock on or before February 18, 2009. ‘

At the date of this notice, QRSciences has invested the foIl'owing in Spectrum:

383,095
to Spectrum to date

Ordinary Shares issued

Cash $1,227,996.55

Total | $1,599,598.55

Spectrum is based in San Diego, California and jsp.ecializes in the design and
commercialisation of electronic imaging and mstrumentahon systems including X-ray
devices for personnel and baggage screening and mnovatlve ultra high resolution and
wide field of view surveillance cameras. The group has’ expertlse in X-ray physics, digital
signal processing, X-ray sources and detectors, analog_ue and digital electronics and

|

system integration.

i
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! Listing Rule 7.1 provides generally that a company may not issue
| subscribe for shares equal to more than 15% of the company’_’s issued share capital in any

' 12 months without obtaining shareholder approval. Resolutif')n 3(a) seeks this approval.

shares or options to

The Shares will be allotted and isstied on 1 December 2006 or in any event no later than 3
months after shareholder approval. The Company has a rlght to waiver the allotment of
the shares. f : .
| ' i

. The Shares will be issued on terms and conditions set out in Annexure A. The Company
i w111 apply to ASX for Official Quotation of the Shares. f ,
P !
; - The Board believes that the proposed issue is beneficial for the Company and
| recommends Shareholders vote in favour of the resolution. /Tt will allow the Company to

| retain the flexibility to issue further securities representing up to 15% of the Company’s
" share capital during the next 12 months. The Chairman intends to vote undirected

! proxies in favour of this resolution. :
!

b) Issue of fully paid ordinary shares for Working Capitlél

!

!

|

I

I

! !

' ¢ The Company proposes to issue up to 15,000,000 Shares at an‘issue price of at least 80% of
i] " the volume weighted average price of Shares on ASX over a 5 trading day period before
| their issue or, if the Shares are issued under a prospectus, the date of signing of the
ll prospectus. The issue of these Shares if allocated in full, will bejequal to approximately
l
[
!

| 3594% of the Company’s fully-diluted share capital assuming no further issues of
]

b securities by the Company. x
|

. Funds will be used to release funding provided for the finalisation of the acquisition of

,I - Baxall Australia Pty Ltd and to provide working capital to the business of the Company’s

" . subsidiaries, QRSciences Pty Ltd and QRSciences Co (USA) I Net cash requirements

{outflows) of approximately $400,000 per month are estlmated to include:

|

|+ | Revenues |11 | Monthly Income -
ll Sales, Consulting, Grants 300,000 ‘
© | Expenditare - - Monuhly Expenditure | |
: Employee Benefits $300,000 I{ :
I Raw Materials & Consumables $110,000 "
; Legal Expenses $30,000 !
: Consulting Expenses $20,000 ! ,l
! Travel Expen.ses $35,000 !
Other Expenses $205,000

i

Il Monthly Net Cash Requirements
P i
!

J

$400,000 ;
l

i




i
1

Elements of other expendituré include the company’s intention to continue to fund
further development of next generation QR technology, management of Intellectual
Property and the operations of the company’s office located in Callfomla USA.

Listing Rule 7.1 provides generally that a company may not issue shares or options to
subscribe for shares equal to more than 15% of the company’s issued share capital in any
12 months without obtaining shareholder approval. Resolution 3(b), seeks this approval.

- The Shares will be allotted and issued as soon as possible but, in aniz case, not later than 3
months after the date of Shareholder approval to those parhes determined by the
"Company having regard to the level of demand for the Shares, the identification of

~investors with a long term commitment to the Company and other factors the Company
may consider appropriate. The identity of the investors is unknown at this stage.

It is anticipated that the Shares will be allotted progressively. However, the exact dates

. of allotment are unknown at this stage.

The Shares will be issued on terms and conditions set out in Annexure A. The Company

+ will apply to ASX for Official Quotation of the Shares.

" The Board believes that the proposed issue is beneficial for the Company and

recommends Shareholders vote in favour of the resolution, It will allow the Company to
retain the flexibility to issue further securities representmg up to 15% of the Company’s

‘

share capital during the next 12 months.
f
!

Resolution 4: Ratification of Previous Securities Issue

+
1
!

In the previous 12 months, the Company has issued equity securities to the parties
detailed below. ! )

Listing Rule 7.1 provides that a company must not, without prior approval of
Shareholders, issue securities if the securities will in themselves or when aggregated with
the securities issued by a company during the previous 12 months, exceed 15% of the
number of securities on issue at the commencement of that 12 miémth period.

Listing Rule 7.4 states that an issue by a company of securltles made without approval
under Listing Rule 7.1 is treated as having been made with approval for the purpose of
Listing Rule 7.1 if the issue did not breach Listing Rule 7.1 and the company’s members

subsequently approve it. :
, |

. i
Under this resolution, the Company seeks from Shareholders approval for, and
ratification of, the issues of securities set out below so as to ]lmlt the restrictive effect of
Listing Rule 7.1 on any further issues of securities in the 'next 12 months.

Details of the Shares issued are set out in the table belc}w. They comprise 12.25% of the

Company’s share capital.

Listing Rule 7.5 requires the following information to bé given,to Shareholders:
{




]
Gﬁ ' ' Issuc I Number;of S hares!issued)

Bl Sexs 0 Rk
ssuzed M onsolidation)
[equivalent

16-Jun-06 Spectrum San Diego $0.097 3,?30,948 383,095
30-]|un-06 Titanium Equities Pty Ltd <The At Call Equity Fund> $0.0502 1,992,032 199,203
30-jun-06 Baxall Australia Pty Ltd $0.062 2,419,355 241;936

= ‘ 824,234
7-5ep-06  ROI Master Fund Ltd $0.50 J 664,628
7-8ep-06  Corsair Capital Management, LLC $0.50 ' 1,993,885
7-5ep-06  Charter Pacific Corporation Ltd $050 | 230,000
7-5ep-06 Mornington Investments Pty Ltd <E & T & Co EE Elvins A/C> $0.50 200,000
7-8ep-06  Machinery Automation & Robotics Pty Ltd $0.50 100,000
7-5ep-06  Doaky Pty Limited <Matthews Family A/C> $0.50 50,000
7-5¢p-06  Tavetax Pty Ltd - <Tavetax Super Scheme A/C> $0.50 100,000
7-5ep-06  Whithelm Scheer $0.50 50,000
7-5ep-06  Mr Peter Law $0.50 100,000
7-5ep-06  Mr Christopher Ian Gordon $0.50 5'0,000
7:‘59}3'06 Daniel Tynan Investments Pty Limited $0.50 80,000
7-8ep-06  Warrimoo Holdings Pty Ltd $0.50 100,000
7‘5‘3?'05 Mr Kenneth Andrew Buckley + Mrs Mary Isabel Buckley I$0.50 80,000
7-5ep-06  Colvic Pty Ltd $0.50 60,000
75ep-06  Rexi Marketing Pty Ltd '$0.50 141,487

| ; 4,000,000
i Total 4,824,234
!

!

f

[ :

r :

: The Shares were issued on the terms set out in Annexure; A to this Explanatory

Statement.

l The Company has used the funds raised for general working capital and to pay a deposit
to Baxall UK in relation to the acquisition of Baxall Australia|Pty Ltd and for further

F acquisition of Spectrum San Diego.

| The Board believes that the ratification of these issues is beneficial for the Company. The
Board recommends Shareholders vote in favour of Resolution 4 as it allows the Company
to ratify the above issue of Shares and retain the flex1b111ty ti) issue further securities
representing up to 15% of the Company’s share capital durmg the next 12 months. The
Chairman intends to vote undirected proxies in favour of this resolution.

i
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Glossary

. otherwise requires:

Annexure

ASIC

ASX
Baxall
Board
Chairman

Company

Constitution
Corporations Act
Director

Option

Share
Shareholder

Spectrum

annexure to this Explanatory Statement

t
i

i
!
!
t
|
l
|
!

- In this Explanatory Statement, the following terms have the following unless the context

! - -
Australian Securities and Investments Commission

Australian Stock Exchange

Baxall Al;stralia Pty Ltd ACN 1131
Board of Directors

Chairman of the Company

QRSciences Holdings Limited
ACN 009 259 876

constitution of the Company
Corporations Act 2001 (Cth)

Director of the Company

option to subscribe for a Share

fully paid ordinary share in the ca

shareholder of the Company

Spectrum San Diego

1
i
i
t

f

1‘4 579 .

I

|
|
|
|
|
|
i

|

I
!
|
f
|
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|
f
;
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Annexure A

Terms of Shares I

The followmg is a broad summary (though not necessarily an exhaustlve or definitive statement)

of h1e ‘rights attaching to the shares of the Company. Full detalls
Constltutlon available for inspection at the Company’s registered offlce

|
(a) |

!
!
|

(b),

. Share Capital )

~ Allissued ordinary shares rank equally in all respects. | .
i

are contained in the

Voting Rights

I
At a general meeting of the Company, every holder of shares present in person, by an
attorney, representative or proxy has one vote on a show of hands and ona poll, one vote
for every fully paid share held, and for every contrlbutmg share held a fraction of a vote
equal to the proportion which the amount paid up bears to the total issue price of the

contributing share.

-
Dividend Rights !
l

Subject to the rights of holders of shares issued with any spec1al or preferential rlghts (at
present there are none), the profits of the Company which the Directors may from time to

- time determine to distribute by way of dividend are d1v151ble among the shareholders in

proportion to the shares held by them respectively, accqrdmg to the amount paid up or
credited as paid up on the shares. | -

Rights on Winding-Up

Subject to the rights of holders with shares with special rights ir} a winding-up (at present
there are none), on a winding-up of the Company all assets which may be legally

~ distributed amongst the members will be distributed in proportion to the shares held by
~ them respectively, according to the amount paid up or c1]'edited as paid up on the share.

[
Transfer of Shares ’ .‘

|
Shares in the Company may be transferred by instrument in any form which complies
with the Constitution, the Corporations Act, Listing Ruh[es and SCH Business Rules.

Shares may be transferred by such means in accordance with Listing Rules and the SCH
Business Rules. The Directors may refuse to register a transfer of shares only in those
circumstances permitted by Listing Rules and SCH Busmess Rules.

J
i

|

Calls on Shares

Shares issued as fully paid are not subject to any calls "f01_|' payment by the Company and
~will not therefore become liable for forfeiture.

|
!
|
|
l




(g

:' Further Increases in Capital

'The allotment and issue of any new shares is under the control of the Directors and,
" stibject to any restrictions on the allotment of shares 1mposed by the Constitution, Listing
. Rules or the Corporations Act, the Directors may allot, issue or grant options over or

otherwise dispose of those shares to such persons, with such rlghts or restrictions as they
f

may from time to time determine. !
t
.' Variation of Rights Attaching to Shares f
!
¢ Where shares of different classes are issued, the rights attaching to the shares of a class
can thereafter only be varied by a special resolution passed ata separate general meeting
of the holders of those shares of that class, or with the wrltten consent of the holders of at

. least three quarters of the issued shares of that class. i

General Meeting !

!
Each shareholder will be entitled to receive notice of, and to attend and vote at, general
. meetings of the Company and to receive notices, accounts’ and other documents required
to be furnished to shareholders under the Constitution, the Corporatlons Act and Listing

Rules.

|
|
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Shareho}der‘ Details ' /

Contact Telephone No: e ettt ee et te s et e ettt e et e e e e tre s et e eneere s eene et eneneeetermeee e et

Lo .
Contact Narme (if different from above): ........oovvivrmimi s ket enr e e s ne e ee

|
Appoiniment of Proxy ]

IfWe being a shareholder/s of QRSciences Holdings Limited and entitled to attend and vote hereby appoint

J

The Chairman ’ - | Write here the name of the person you are
of the meeting OR . " | appointing if this person is someone other
- | than the Chairman of the Meeting.

v

] (mark with an ’X )
or failing the person named, or if no person is named, the Chairman of the Meeting, as my/our proxy to attend and 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 QRSciences Holdings Limited to be held at Royal Brighton Yacht Club on 29 November 2006 at 10.00am EST and at any

adjournment of that meeting.
o IMPORTANT
) 1f the Chairman of the Meeting is your neminated proxy, or may be appointed by default, and you have not directed your proxy how to
- vote, please place a mark in this box with an ‘X'. 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 resolutions and that votes cast by him, ather than as a proxy holder, would
be disregarded because of that interest. If you do not mark this box, and you have not d:ref:ted your proxy how to vote, the Chairman
of the Meeting will not cast your votes on the resolutions and your votes will not be counted in computing the required majority if a
pollis called. The Chairman of the Meeting intends to vote undirected proxies in favour of each resolution.

. t
Voting directions to your proxy — please mark to indicate your directions

Ordinary Business !
. [ i

e+

or Against  Abstain®

]

Resclution 1. Adoption of Remuneration Report ‘
' : }

1

Resolution 2, Election of Directors
! . a) Re-election of Mr Simon Bedford
. ' b} Re-election of Mr Robert6 Halverson !
| <) Re-election of Mr Raymond Schoer

Special Business

Resuh.;tion_ 3. Approval of Securities Issue ;

‘ a) Issue of Fully Paid Shares for the Funding of Spectrum San Diego

L Odd

| b} Issue of Fully Paid Shares for Working Capital
Do - 1
Resolution 4. Ratification of Previous Securities Issue

I I I I I D
N I R I 0 R

[]

*if yolul mark the Abstain box for a particular Resolution, you are directing your proxy not to vote on your behalf on a show of hands or on 2 poll

and your votes will not be counted in computing the required majority on a poll. .

Appointment of a second proxy (see instructions overleaf) 9%

If you wish to appoint a second proxy, state the % of your voting rights applicable to the proxy appomted by this form °
!

i

PLE%SE SIGN HERE This section must be signed in accordance with the instructions overleaf to erllable your directions to be implemented

Individual or Shareholder 1 Shareholder 2 Shareholder 3

|
Sole Director and Director i Director/Company Secretary
Sole Company Secretary '

t [

I !
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| :

How to complete this Proxy Form
| .

Your Name and Address

Please| print your name and address as it appears on your holding statement and the, company’s share register. If shares
are ]oxlntly held, please ensure the name and address of each joint shareholder is indicated. Shareholders should advise
the company of any changes. Shareholders sponsored by a broker should advise their broker of any changes. Please
note, you cannot change ownership of your securities using this form. .

Appolntment of a Proxy |

i
If you wish to appoint the Chairman of the Meeting as your proxy, mark the box. If the person you wish to appoint as
your proxy is someone other than the Chairman of the Meeting please write the name of that person. If you leave this
section blank, or your named proxy does not attend the meeting, the Chairman of the Meetlng will be your proxy A
proxy, need not be a shareholder of the company. ;

i
Votes] on Resolutlons :
You may ‘dll'ECt your proxy how to vote by placing a mark in one of the boxes opposite Eiach Resclution. All your
shareholding will be voted in accordance with such a direction unless you indicate only a portion of voting rights are to
be voﬁed on any Resolution by inserting the percentage or number of shares you wish to vote in the appropriate box or
boxes! If you do not mark any of the boxes on a given Resolution, your proxy may vote as|he or she chooses. If you
mark moré than one box on a Resclution your vote on that Resolution will be invalid. { : '

Appomtment of a Second Proxy 1F

You are ent1tled to appoint up to two persons as prox:es to attend the meeting and vote on a poll. If you wish to appomt
a second proxy, an additional Proxy Form may be obtained by telephoning Darren Bromly on!(08) 9358 5011 or you may
photocopy this form. . r

To appomt a second proxy you must on each Proxy Form state (in the appropriate box) the|percentage of your voting
nghts which are the subject of the relevant proxy. If both Proxy Forms do not speley that percentage, each proxy may

exercnse half your votes. Fractions of votes will be disregarded. .

Slgnlrpg 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 I—IIolding: where the holding is in more than one name, all of the shareholders should sign.
Power of Attomey: to sign under Power of Attorney, you must have already lodged this document with the

company’s share registry. If you have not previously: lodged this document for notation,
| please attach a certified photocopy of the Power of Attomey to this form when you
i return it. 1
Companies: where the company has a Sole Director who is also the Sole Company Secretary, this
l form must be signed by that person. If the company (pursuant to section 204 A 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 Dlrector jointly with either another
| Director or a Company Secretary Please indicate the ofﬁce held by signing in the
| i " appropriate place.

I
Ifa representatlve of the corperation is to attend the meeting a "Cerhﬁcate of Appomtment of Corporate Representative”
should be :produced prior to admission. A form of the certificate is either included in the Notice of Annual General
Meetmg or may be obtained from the company’s share registry. i '

i

Lodgement of a Proxy l
i .
. This Proxy Form (and any Power of Attorney under which it is signed) must be received at the address given below not

later than 48 hours before the commencement of the meeting. ie. no later than 10.00 a'm EST on 27 November 2006. Any

Proxy Form received after that time will not be valid for the scheduled meeting. {

This Plroxy Form (and any Power of Attorney and,v’or second Proxy Form) may be sent or dFllvered to the company’s
reg:stered offlce at 8-10 Hamilton Street, Cannington WA 6106 or sent by facsimile to the registered office on (08) 9358

5022. |
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f i

- QRSciences (ASX:QRS) (QRSNY:PK) —

QRSciences Reaffirms FY07 Revenue Target Following
Encouraging Start to Year

whose products and technology enable weapons

and explosives detection — reports an encouraging start to the financial year with revenue on
track to meet previously stated targets and sales of its expanded product range gaining

traction.

Sales and Marketing Update

QRScnences is experiencing continuing growth from its patent protected Quadrupole
Resonance (QR) and Advanced Metal Detection System (AMDS) technologies. The following

equipment sales will be reflected in the Company's first haif revenue
t

An additional @QXR1000 baggage and package screening system to the U.S. Federal
Government, via strategic partner Rapiscan Systems, the establlshed leader in the US

checkpoint market. \
[

Three AMDS units for weapons detection, ordered by Australlia'n Customs.

f
'
I
I
l
:

Two T3-03 Explosive Detection Systems sold to a private customer in the Unlted Arab
Emirates, through the recently concluded sales and marketlng agreement with Singapore

Technologies Electronics. |

‘The Company is continuing to assist Rapiscan with the marketlng of the QXR1000 device to
Jbranches of the U.S. military, the U.S. State Department, ithe Transportat:on Security
‘Administration (TSA), the Australian Department of Transport and Regicnal Services
-(DOTARS) and a key European Union regulator. More orders are expected from the U.S.
“Federal Government, with Rapiscan's current marketing push expected|to lift unit sales in the
.second half of FY07. The QXR1000 product is also set for further evaluation at the EU
Technical Headquarters in Biscarosse, France during the third quarter of FY07. QXR1000 is a
combined X-ray/QR unit co-developed with Rapiscan and from whlch QRSciences earns
revenue in three ways: royalties, Original Equipment Manufacturer (OEM) component sales

- and a profit share arrangement. l

- The Company is also in the process of extending its Cooperati\.te Research and Development
. Agreement with the U.S. Department of Homeland Security, and is working with the
Department of the Prime Minister and Cabinet, National Security Scrence and Technology
© Unit in Australia, in conjunction with the Technical Support Working Group (TSWG). TSWG is
the U.S. national forum that identifies, prioritises and coordunates inter-agency and
* international research and development requirements for combatlng terrorlsm QRSciences is
hopeful of receiving the first grant under the bilateral agreement between the United States

and Australian Governments in respect of counter-terrorism technologles

QRSciences demonstrated a range of its products at the AVSEC World 2006 conference, the
world’s premier aviation security event, held recently in Sydney. The conference addressed
the challenges facing the aviation industry in light of predlctlons that global passenger and

cargo traffic will double by 2020. !
[

“The Company’s momentum
t portfolio and in several

:  QRSciences' Chief Executive Officer, Kevin Russeth said:
+ continues to strengthen, as it begins to record sales across |ts produc

t
!
|




#

‘target markets. We are confident that the more intensive marketmg efforts will translate to
added impetus. In particular, the AVSEC conference, attended by apprommately 800
'delegates from all around the world and all parts of the aviation security mdustry provided an
,ideal forum at which to demonstrate the range and advanced attrlbut?s of our product

\ portfollo "

| Baxall Acquisition |

-1 The acqwsmon of the business and assets of Baxall Australia (Baxall) from Baxall UK is on

I track and is expected to be finalised in the second quarter. QRSciences has made payment
to-Baxall UK of approximately $2m covering inventory and fixed assets wuth a final payment
due late in the second quarter of FY07. A subsequent goodwill payment w1l| be made in scrip

''and cash, based on 4 times Baxalls audited EBIT for the 12 month period from final

settlement.

Baxall, through its role as a direct seller and distributor of sﬁrveillance and monitoring
equipment, provides QRSciences with an established sales and dlstnbuhon platform for its
products, as well as access to the high growth closed circuit tele\ns&onl (CCTV) market in

Australia.

QRSciences will be entitled to the revenue and expenses of Baxall with effect from May 2006
upon completion of the acquisition with first quarter revenues of apprommately $3.3m
(including May and June 2006). A similar figure is expected for the 2’'nd quarter These figures
will only be recognized in the group results subsequent to completlon of the acquisition.

FY07 Revenue Forecast )

On 11 July 2008, QRSciences provided full year revenue guidance of $14m to $16m to the
market. "Based on progress to date, we are well on track to meet the revenue forecast
previously given, and remain confident of attaining a breakeven run-rate at the EBIT (earnings
before interest and tax) level late in the second half of FY07," said Mr Russeth. "This will
represent a significant improvement over FY08, and reflects both the contrlbutlon from the
Baxall acquisition and the strong momentum in our core busmess as ouIr underlying QR and

AMDS technologies ramp up.” |
WA Industry and Export Awards |

QRSciences last week received the Innovation Excellence award as part of the WA Industry
and Export Awards. Coordinated by the Department of Industry and Resources they are the
State's most prestigious business awards and acknowledge the mnovatlon hard woerk and
success of businesses in reaching new markets. The innovation award |s specifically awarded
to companies whose products or technology show "outstanding commermal potential.”
Success at the WA Industry and Export Awards has earned QRSc:ences a place as a finalist
in the Australian Export Awards which wili be announced at a Gala Dinner in Melbourne in

‘late November.

About QRSciences '

QRSciences Holdings Limited is based in Perth, Western Australla with offices in San Diego,
‘California. The company designs, develops and sells advanced technology systems, sub-
systems, components and software for security related appllcatlons Applications for its
technologies include the detection of explosives and narcotics, metal detection and imaging,
surveillance and monitoring, chemical manufacturing guality control and assurance, mineral
and material assay, and lab instrumentation.

For more information visit www.QRSciences.com or phone +61 8 9358 5011 in Australia or
+1(858)613-8755 in the United States.

—_— .
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QRSciences
'

|
j ASX AND MEDIA RELEASE |
1 November 2006 ' }
: l

!

| QRSciences Engage |

.rs ’ !
C Silicon Valley Investment Bank
| ’

: QRSaences has been in contact with a number of parties which have ex
I in'acquiring all or parts of the QRSciences business. !

: QRSciences' CEO, Mr Russeth said “that the company has sngnlt" cant mtellectual property
, assets and with the right partner these assets can be leveraged to create value that does not
| exist in the market today.” :

3

t

[

pressed an interest

To assist the company to evaluate and develop responses to these approaches, the company
has engaged Pagemill Partners, a San Francisco, California- based investment banking firm.

Mr Russeth said that Pagemill Partners will advise the company on} strategic initiatives
mcludmg divestiture of one or more assets or product llnes -merger and acquisition
opportunities, joint product development in the U.S. and {Elrope, privatization and

identification of a corporate partner/investor.

|
|
|
|

About Pagemill Partners

Pagemill Partners is based in Palo Alto, California in the heart of Slllcon Valley. Pagemill
provide financial advisory services, including merger and ach|S|t|on (M&A advisory), buy and
sell side engagements, private placement adwsory and spemallzed financial studies to

emergmg and middle-market technology companies. ' \

For more information on Pagemill please visit http.llwww.pmib.colm '

:Abo(lt QRSciences f

QRSciences Holdings Limited is based in Perth, Western Australla with|offices in San Diego,
| ‘California. The company designs, develops and sells advanced technology systems, sub-

‘systems, components and software for security related apphcaﬂons Applications for its
'technologies include the detection of explosives and narcotics, metal detection and imaging,
surveillance and monitoring, chemical manufacturing quality control and assurance, mineral

"and material assay, and lab instrumentation. ﬁ

tFor more information visit www.CQRSciences.com or phone +61 8 9358 5011 in Australia or

'+1(858)613-8755 in the United States.
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’ Q;RSciences

Holdings Limited

ASX AND MEDIA RELEASE r
15 November 2006 ' |

Spectrum Update: CastScope to roll-out iln U.S.

QRSciences (ASX:QRS) (QRSNY:PK) is pleased to report encouraging, sales progress by
Spectrum San Diego, Inc. (Spectrum), the US-based company specralrsmg in electronic

- imaging systems and instrumentation part owned by QRSciences: Spectrum is continuing to
" have success with its SentryScope camera range in the U.S. and overseas and more recently

with inroads that it has made with its prosthetic and cast scanner, CastScope.

The CastScope was developed through funding from the Us. Transportation Security
Administration {TSA) Falcon Program. CastScope utilizes backscatter X—ray technology to
detect security threats in casts, bandages and artificial limbs. A cornerstone applrcatron ‘for
CastScope is the screening of airline passengers. CastScope otfers a faster less invasive and

- more effective solution than existing procedures. Following the dellvery of prototype units and

testing in the U.S. during 2006, airport pilot programs and first stage rollbout are expected to

~ commence in early 2007. Spectrum anticipates that a full roll-out to U.S, arrports over the next

few years would entail the purchase of approximately US$ 20 million of equrpment Including
European and Asian airports and non-airport applications, such as pnsons and courthouses, it
is estimated that the total addressable market for CastScope is in excess of US$ 60 million with
additional maintenance contracts approaching a value of approxrmately US $ 30 million,

‘We are excited about the long term growth potential that the existing Spectrum portfolio
houses, and are optimistic that a roll-out of the CastScope product to US airports could occur
as early as 2007," said Mr Russeth. “This would strengthen further the value and appeal of our
investment in Spectrum, with its attractive mix of established and emergrng revenue streams as
well as augment revenue from our core technologies,- Quadrupole Resonance and metal
detection.” I

QRSciences first announced its intent to make an investment in Spectrum in October 2005,
with agreement being finalised in February 2006. Under that agreement QRSciences would
acquire up to 27.4% of Spectrum through a sequence of combined cash and equity payments
amounting to US$ 2.6 million. The last of these payments is scheduled for 2007. To date,
QRSciences has outlaid the equivalent of US$ 1.672 million to acquire its existing 19.6%
interest in Spectrum. .

I
In addition, QRSciences has an option to purchase all of the outstanding stock of Spectrum on
or before 18 February 2008 with the consideration to be satisfied by cash or an equal mix of
cash and shares. If the option were exercised today the price of the rernarnrng 80.4% would
equate to approximately US$ 11million. !

l
j
I
i
1
t




t
r
+

‘_Spectrum represents a highly attractive investment proposition for QRSciences, given:
. l

» The highly complementary nature of Spectrum’s product and tecnnology offering, alongside
QRSciences’ core Quadrupole Resonance (QR} and Advanced Metal Detection Systerr;

(AMDS) technologies i

o The opportunity to develop integrated devices utilising the two companies’ respectwe
technologies r

¢ Common key relationships with US Government bodies and wrth target customers

o The ability to realise synergistic benefits from shared facr[mes and combined marketing .
activities po

* “The initial appeal of investing in Spectrum has been validated,” lsard Kevm Russeth, Chief
Executive Officer of QRSciences. “We have relocated our US- based engmeenng team to

; Spectrum’s San Diego facility, resulting in added |mpetus to product development from the
. combined resource, while realising economies of scale in the process ’ More srgnrf cantly,
Spectrum is reporting very encouraging progress with its existing swte of products.”

Spectrum is focused on two other imaging and monitoring products which are at varying

i

- stages of development and commercialisation. These are: l
!

.o SentryScope™ - A unique patent-protected video surveillance system using proprietary
advanced linescan technology, which is capable of producing 90° panoramlc digital video at
over 250 times the resolution of ordinary surveillance cameras. ; Appllcatlons are large open
areas requiring surveillance, such as casinos, prisons, city streets, |mm|grat|on checkpoints,
stadiums, military facilities and installations, transportation centres cntlcal infrastructure and
other public areas or buildings.- Commercial sales commenced in 2004 and are currently of
the order of US$1 million per annum. It is estimated that Spectrum can build its sales of
SentryScope to US$10 million per annum by year end 2008. In July 2006 QRSciences
obtained exclusive distribution rights for SentryScope™ in Australia, New Zealand, Japan,
Taiwan and India, and non-exclusive rights for the US Federal Government

e WeaponScan - Currently in the design phase, WeaponScan is a full body scanner for
locating weapons, explosives and contraband hidden under c':lothing.] Featuring enhanced
privacy, higher throughput and semi-automated operation, WeaponScan will offer state-of-
the-art screening for airports and other applications, mcludlng pnsonsl customs and military
facilities. Field trials are expected to commence in 2008 Spectrum has identified a
significant target market for this product, as well as the opportunity to generate a recuring
revenue stream through implementation of a fee- -per-scan model.




- For more information visit wwaRScrences com or phone +61 8
+1(858)613-8755 in the United States.

" About Spectrum ' |

|
'ﬁ i

About QRSciences

QRSciences Holdings Limited is based in Perth, Western Australia: thh off ices in San Diego,
California. The company designs, develops and sells advanced technology systems, sub-
systems components and software for security related apphcatlons Appllcanons for its

:technologles include the detection of explosives and narcotics, metal detechon and imaging,
‘surveillance and monitoring, chemical manufacturing quality contr}ol and assurance, mlneral

and material assay, and lab instrumentation. i
l9358 5011 in Australia or

! i

.

Founded in 1998, Spectrum San Diego, Inc. specializes in product development with focus on

‘; electronic imaging systems design and instrumentation and digital s:gnal processmg Spectrum
* currently has two branded products SentryScope™, and CastScope in addition to ongoing

. research and development projects like WeaponScan. ‘,

- Over the last eight years Spectrum has executed contracts and grants for the National Science

" Foundation, National Institute of Health, U.S.Transportation Secunty Admmlstratlon (TSA),
- United States Air Force, InVision Technologies (now GE Security, e division of General Electnc

' !
* For more information about Spectrum please visit www.spectrumsdi.com

. Company), Rapiscan Systems and a handful of other groups. ,
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ASX ANNOUNCEMENT

29 November 2006 |

, Manager Companies
Company Announcements Office
Australlan Stock Exchange Limited

Via electronic lodgement !

Dear Sir'Madam | ;
| I
Results of Annual General Meeting of Shareholders

: ’ QRSciences Holdings Limited
I

BORSciences

Holdings Limited

In accordance with Listing Rule 3 13.2 and section 251AA of the Corporatlons Act, we adwse that

the General Meeting of Shareholders of QRSciences Holdings le!ted was held today.

- attached proxy summary.

f

|

l
Yours faithfully ! :

]

i'

. 1
|

* Darren Bromley ) 3
Company Secretary P

' |

i

|

{

|

Details of the resolutions and the proxies received in respect of each resolution are set out in the



QRSciences Holdings Limited

Annual General Meeting

PROXY SUMMARY

|

{

B

! . 29 November 2006
! ' |

|

Resolutlon 1 - Adoption of Remuneration Report was passed as an ordinary resolution.
The motion was carried on a show of hands Proxy votes exermsable by all validly appointed

proxles were to be exercised as follows

|

In Favour

Against

Abstention |

Proxy's discretion

5,753,698

75,248

o . |

233,480

1
|
I
i

Resolution 2(a) - Re-election of Mr Simon Bedford was passed as an ordinary resolution,
The motion was carried on a show of hands. Proxy votes exerCIsable by all validly appomted
i

proxies were to be exercised as follows:

" In Favour

Against

Abstention |

Proxy's discretion

7,337,801

12,465

61283 |

233,480

L

J

i Resolutlon 2(b) Re election of Mr Robert Halverson was passed as an ordinary resolution.
" The motion was carried on a show of hands. Proxy votes exerc:sabie by all validly appointed
proxies were to be exercised as follows: .

!
|
.

In Favour

Against

Abstention l

Proxy's discretion

7,467,803

12,465

61283 |

233,480

proxies were to be exercised as follows:

I|1 '

‘ .

i
!

. Resolution 2(c) - Re-election of Mr Raymond Schoer was passed asan ordinary resolution.
The motion was carried on a show of hands. Proxy votes exermsable by all validly appointed

In Faveur

Against

Abstention

Proxy's discretion

7,937,803

12,465

61,283 |

a
|

!
!
r
|
|
l.
f

-233,480




i

|

} |
Resolution 3(a) - Issue of Fully Paid Shares for the Funding of Spectrum San Diego was
passed as an ordinary resolution. |
The motion was carried on a show of hands. Proxy votes exercisable by all validly appointed
proxies were to be exercised as follows: b

In Favour Against Abstention | Proxy's discretion

7,154,707 73,748 0 233,480

1
j
)
|
|

Resolution 3(b) - Issue of Fully Paid Shares for Working Capital was passed as an ordinary
resolutlon
The motion was carried on a show of hands. Proxy votes exermsable by all validly appointed
promes were to be exercised as follows: |

In Favour Against Abstention | | Proxy's discretion
7,530,003 73,748 4,000 R 233,480
B

I
Resolution 4 - Ratification of Previous Securities Issue was passed as an ordinary
resolution.
The motion was carried on a show of hands. Proxy votes exermsable by allvalidly appointed

proxies were to be exercised as follows: |
I

In Favour Agéinst Abstention Proxy's discretion
3,845,666 73,748 0. 233,480




