=.FEB.ZBa4 18:8%
TO:CAD

30 January 2004

Mr Paul Magoffin
Company Secretary

VRI Biomedical Limired
Suite G092

Ausrralian Technology Park
Fveleigh NSW 1430

By Facsimile; 61 2 9209 4256

Drear Paul
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I refer to the Company’s Quarterly Report in the form of Appendix 4C for the period ended
31 December 2003, released to Australian Stock Exchange Limited ("ASX™ on 28 January

2004 (the “Appendix 4C™).

ASX notes that the Company has reporred the following,

1. Receipts from customers of §107,000.

L Nert negarive operaring cash flows for the quarter of $1,399,000.
3. Payments for other working capital of $761,000,

4, Cash ar end of quarter of $2,401,000.

In light of the information contained in the Appendix 4C, please respond to cach of the

following questions.

1, It is possible 1o conclude an the basis of the information provided that if the Company
were o continue to expend cash ar the rare for the quarter indicated by the Appendix
4C, the Company may only have sufficient cash w fund its activities for less than
2 quarters. Is this the case, or are there other facrors that should be taken inro account
in assessing the Company’s position?

E‘d

Docs the Company expecr thar in the future it will have negative operating cash flows

similar to that reported in the Appendix 4C for the quarrer and, if so, whar steps has it
raken to ensure that it has sufficient funds in order ro contimue its operations ar that

rate?
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3. Please provide a breakdown of the $761,000 of paymenrts for other working capital as
reported ar paragraph 1.2(c) of the Appendix 4C.

4. To whar exrent have the Company’s acrual revenues and expenses in the quarter, as
reported in the Appendix 4C, matched the Company’s anticipared revenues and
cxpenses for that repotring period?

5. It the Company’s actual revenues and expenses are nor substantially in accordance with
the Company’s anticipated revenues and expenses, when did the become aware that its
revenues and expenses would nor substanially match the anricipated revenwes and
expenses? You may wish ro outline any circumstances thar may have had an effecr on
the Company’s revenues and expenses,

b. What steps has the Company raken, or what steps does it propose to take, to enable ir
to continue to meet its business objectives? The Company’s business objectives and
strategies may have changed. If so, this should be taken into account in your response:.

7. Can the Company confirm rhat it is in compliance with the [isting rules, and in
particalar, listing rule 3.17

8. Please commenr on the Company’s compliance with listing rule 12.2, with reference to
the marrers discussed in the note to the rule.

Listing rule 3.1

Listing rule 3.1 requires an entity to give ASX immediately any information concerning it thar a
reasonable person would expect ro have a marerial effect on the price or value of the entity’s
seeurities. The exceptions to this requirement are set our in listing rule 3.1A.

In responding to this letrer you should consult listing rules 3.1, 3.1A and Guidaree Note § -
Courinuous Disclosure,

If the information requested by rhis letter is information required to be given ro ASX under
listing rulc 3.1 your obligation is ra disclose the information immediately.

Your responsibility under listing rule 3.1 is not confined to, or necessarily sarisficd by,
answering the questions set our in this letrer,

Under listing rule T8.7A, a copy of this lerter and your response will be released to the marker,
o your response should be in a suitable form and separarely address each of rhe questions
asked. If you have any queries or concerns, please contact me immediately. Your response
should be sent to me on facsimile number (02) 9241 7620. It should not he sent o the
Company Announcements Office.

Unless the information s required immediately under listing rule 3.1, a response is requested as
s00n 15 possible and, in any evenr, not later than 9.30 a.m. on Thursday, 5 February 2004,

It you are unable to respond by the rime requesred you should consider a request for a rrading
halr in the Company’s securiries.

If you have any queries regarding any of the above, please [et me know.
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Ynurs sincerely,

S D

Sean Ward

sentor Companies Advisor
Direct Line: (02Y9227 0656
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Mr Sean Ward, |
Senior Companies Advisar,
Australian Stock Exchange Limited,

Levei 6, 20 Aridge Streat,
SYDNEY NSW 2000

Via fax: C2/3241 7820
Dear Sean,

I acknowledge your facsimile of 2" February 2004 regarding the Company’s Desember quarter
Appendix 4G report and advise as Tellows in respect of your numbarad questiong:-

1. No. The orders in hand, which will be filled in this quarter wil generate sufficient rash flow in
conjunction with existing cash reserves, to ensure that the company has sufficient cash for at
least the next twa quarters,

2. Ne. The negative aparating cash flows for the next two quariers are expected o be lowar than
the past wo quarters due to the increased ievet of saleg activity now being achieved and
lower expenses, Therefore the sompany will have sufficient cash to comntinue cperalions,

3. The figere reported in paragraph 1,2(c) is made up as follows:-

0 All operating expenses other than the items shewn separataly under paragraphe
1.2(a}, 1.2(b) and 1.2(€). The main ifers included are anc) fees, annual general
meeting expenses, computer sosts, consultants' fees, insurarces, rent 2 other
outgoings, jegal expensas, pavroll tax, superannustian eic totzlling $512,000 for
the threa months, and

{iiy Movement in working capital items, Reduetion in craditors, incresse in debtors,
increase in inventories and Frepaymants and accruals ete tetzlling $248,000 for
the three morths.

4. Both the cash expendiure and operating results are very close to the budgeted and
anticipated results for the quarter.

5. Not applicable dua to answer above,
€. The campany's businass objectives have not changed since the fast quarter's repart,

T. | confim that the camprny is in compliance with the listing rules and in rarticular rule 3,1,

ore is ne material matter that the direciors balieve reads to be disclosed to the market at
present,

& In respect of nue 12.2 the directors advise that fhe financial condition of tve campany, with
$2.4m‘ in eash, No debt and the increase in demand for its products rommented on above,
does, in their Dpinier, wamar: the continued fisting of fts securitiss.

Yours sincerely,

ul B Madotiin
c"?mpany Secretary
5" February 2004



