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IV being & membens of Alssnort: Same Technology Limited snd esfitled to altend and vote hereby appoint

the Chairman
of the Meeting OR
{mark with an X3

Wiite here the name of the person you are appointing £ e
this person is someone other than the Charman of the

Mesting.

or failing the persen namead, o if no pereon is named, the Chaiman of the Meeting, 25 miylour proxy to act generaly at the mesting on rmyfour beha and bo vobe in ascordanca with the Tolewing dirgetions (or
# no directions have been given, ¢ the prowy sees fil) at the Annual General Meating of Alnsivorth Game Technotogy Liriled 1o be held 2t the Rydges Hoted, 148 - 418 James Ruse Orive, RoseHE NEW on
Tuesday 18 Novernber 2003 51 14:00am and at sny adournrmenst of Sat mesting.

Voting directions o your proxy - please mark = X

Hem 2.
Hem 3.
tem 4.
tem 5.

Hem &,

IPCRTANY: FOR ITEMS 6, 7 AND 8 BELOW

Htha Chaigman of the Mesting is your nominated proxy, or may be appoisied by default, and yoe have not directed your proxy how to vate on #ems 8 - B below, please place a
rark iz dhés b By marking this b you acknowledge that tha Ghairman of the Meeting may exsrcise your prooy eves 3 he hag an interest in the suteorme of Sose fems and that
votes cast by him, other than as proxy holder, wouid be disregarded becsuge of fat interest, If you do not mark this box, and you have not direcied your proxy how (o vole, the

Chairraan of the Mesting witl nod cast your votes oz llerns B - 8 and your votes witl nod be counted in compating the required maiory ifa pofl is calied on these ilems, The

Chairraan of the Meating intersds fo vole undirected proxdes in favour of sach of these ilems,

Abstain®

For Against

Election of Mr LH Ainsworth
as a Direclor

Election of WMr JM Cowling as
a Director

Election of Mr AR Amer as a
Director

Election of Mr VB Matthews
as a Direclor

tssue Class 2 options fo Mr
DC Hall

termn 7.

tern 8.

fo indicate your directions

Abstain*

_ For Against

tssue options fo Mr OC Hall

tssue options fo Mr J Kehoe

In addiion to the intentlon advised above, the Chairman of the Meeting intends to vote undirected proxies in favour of each of the ather iterns of business.

* i you mark the Abstain box for & particutar #em, you are directing your proxy not to vote on your behaif o a show of hands or on a poll and your votes wilt not be counted in
cormplting the required majority on & poll.

PLEASE SIGN HERE

individual or Securityholder 1

Securityholder 2

This section must be signed in accordance with the instrictions overieaf fo enable your directions to be implemented,

Securityholder 3

Sole Director and Director Director/Company Secretary
Sole Company Secretary
/ /
Contact Name Contact Daytime Telephone Date
_ INY 19PR +
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How to complete the Proxy Form

1 Your Address
This is your address as it appears on the company's share register. 1 this information s incorract, please mark the hox and make the
correction on the form. Sectrityholders sponsorad by a broker (In which case your referenca number overleal will commence with an X7}
should advise your broker of any changes. Please note, yod eanaof change ownership of your secarities using this form.

2  Appointment of a Proxy
It you wish 1o appoint the Chalrman of the Meeting as your proxy, mark the box. H 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 vou leave this section blank, or your named proxy does not
attend the meeting, the Chalrman of the Meeting will be vour proxy. A proxy nesd not be a securityholder of the company.

3  Votes on ltems of Business
You may dirsct your proxy how to vots By placing a mark in one of the three boxes opposite each Hem of business. Al your securities will
he voted In accordance with such a dirsction unless you indicate only a portion of voting rights are 1o be votad on any item by inserting the
percentage of number of seeurities you wish to vole in the appropriate box or boxes. If you do not mark any of the boxas on a given item,
YOur proxy may vote as he or she chooses. | yol mark more than ong box on an itemn vour vote on that ittem will be invalid.

4  Appoiniment of a2 Second Proxy
You are entitied to appoint up 10 two persons as proxies to atfend the meeting and vole on 2 poll. If yvou wish 1o appoint a second proxy, an
additionat Proxy Form may he obtalned by telephoning the company's share registry of you may copy this form.

To appoint a second proxy yol must

(@) on each of the first Proxy Form and the second Proxy Form stale the percentage of vour voling rights or number of securities
applicable to that form. H the appointments do not specity the pareentage or number of votes that sach proxy may exareise, gach
proXy may exercise half your voles. Fractions of votes will be disregarded.

{1 return both forms together in the same envelope.

5  Signing Instructions

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

Individuat: whare the holding is in one name, the holder must sign.
Joint Holding: where the holding is in more than one name, alt of the securityholders should sign.
Power of Attomey: to sign under Power of Attornay, you must havs already lodged this document with the registry. H you have

not previously lodged this document for notation, please attach a certified photocopy of the Power of Attorney
to this form when you returm it

Companies: whare the company has a Sole Direetor who is also the Sole Company Secretary, this form must b signed by
that person. H the company (pursuant to section 204A of the Corporations Act 20071) does not have a
Company Secretary, a Sole Birector can also sign alons. Otherwise this form must be signed by a Director
Jointly with sither another Director of a Company Secretary. Please indicate the office held by signing in the
appropriate place.

It & rapresentative of the corporation is 1o attend the mesting the appropriate "Certificate of Appointment of Corporate Reprasentative” should
he protuced prior 1o admission. A form of the certificate may be obtained from the company’s shars registry.

Lodgement of a Proxy

This Proxy Form {and any Power of Attorney under which i is signed) must be received at an address given below no later than 48 hours
hefore the commencement of the mesting at 11:00am on Tuesday 18 November 2003, Any Prosy Form received after that Hme will not be
valid for the scheduled masting.

Ducaments may be lodged using the reply paid envelope o Ainsworth Game Technology Limited share registry
by posting, delivery or facsimile to Ainsworth Game Technology Limited share registry Computershare Investor Services Ply Limited
at the address opposite, or GPO Box 242
by defivery to the Registered Office of Ainsworth Game Technology Limited being Melbourne Victoria 3001
10 Hotker Street Delivery : Level 2160 Carringlon Streel, Sydney
Newington NSW 2127 Facsimite 61 2 8235 8220

Australia



AINSWORTH GAME TECHNOLOGY LIMITED
ABN 37 068 516 665

NOTICE OF ANNUAL GENERAL MEETING AND EXPLANATORY NOTES

Notice is given that the 2003 Annual General Maeting of the Members of Ainsworth Game Technology
Limited (the "Company”} will be held at the time and location and fo conduct the business as specified
below:

Date: Tuesday 18 November 2003
Time: 11.00am
L.ocation: Rydges Hotal
116-118 James Ruse Drive
Rosehil, NOW 2142

ORDINARY BUSINESS

1. Financial Statements and Reports

To discuss the Company's financial report and reporis of the directors’ and auditors’ in respect of the
financial year ended 30 June 2003.

2. Election of Mr LH Ainsworth

Mr Len Ainsworth, being the Chairman and founder of the Company, relires as a director by rotation in
accordance with Rule 7.1(f} of the Company's Constitution and, being eligible, offers himself for re-
election.

Following recent changes in the board of the Company, Mr LH Ainsworth has agreed to resume the role of

Executive Chairman of the Company. For full defails of his appeointment and experience, refer to the
Explanatory Notes attached to this Notice,

3. Election of Mr J Cowling

Mr John Cowling retires as a director in accordance with Rule 7.1{d) of the Company's Constitution and,
being eligible, offers himself for re-slection.

Mr JM Cowling was appointed as a director to fill a casual vacancy and, as required, retires and seeks re-

etection. FFor Tull details of his appointment and experience, refer to the Explanatory Notes attached to this
Netice.

4. Election of Mr A Amer

Mr Andrew Amer retires as a director in accordance with Rule 7.1{d) of the Company's Constitufion and,
being eligible, offers himself for re-slection.

Mr Amer was appointed as a director fo fill a casual vacancy and, as required, retires and seeks re-

slection. For full details of his appointment and experience, refer o the Explanatory Notes attachad fo this
Notice.

5. Election of Mr V Matthews

Mr Vivian Matthews relires as a direcior in accordance with Rule 7.1{d) of the Company's Constitution
and, being eligible, offers himself for re-election.

Mr V Matthews was appointed as a director to fill a casual vacancy and, as required, retires and seeks re-

etection. For full details of his appointment and experience, refer fo the Explanatory Notes attached o this
Netice.

AINSWORTH GAME TECHNOLOGY 1
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NOTICE OF MEETING (continued)
SPECIAL BUSINESS
6. Issue of Class 2 Options to DC Hall

To consider, and i thought fit, pass the following resolution as an ordinary resolution:
“That, for the purposes of Chapter 2E and section 200E of the Corporations Act and Listing Rule 10.11 of
the Listing Rules of Australian Stock Exchange Limited, approval is given to the grant of 300,000 class 2

Options to David Capp Hall at the close of this meeting and on the terms described in the Explanatory
Notes accompanying this Nofice.”

7. Issue of Options to DC Hall

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

“That, for the purposes of Chapter 2E and section 200E of the Corporations Act and Listing Rule 10.11 of
the Listing Rules of Australian Stock Exchange Limited, approval is given to the grant of 300,000 Options

to David Capp Hall at the close of this meeting and on the terms described in the Explanatory Notes
accompanying this Notice.”

8. Issue of Options to J Kehoe

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

“That, for the purposes of Chapter 2E and section 200F of the Corporations Act and Listing Rule 10.11 of
the Listing Rules of Australian Sfock Exchange Limited, approval is given to the grant of 300,000 Options

to John Kehoe at the close of this meeting and on the terms described in the Explanatory Notes
accompanying this Notice.”

VOTING EXCLUSION STATEMENT

The Company will disregard any votes cast;

{a} on the resolutions in ems 8 and 7 by Mr David Capp Hall and any associate of Mr David Capp
Hall; and
(b on the resolution in item 8 by Mr John Kehoe and any associate of Mr John Kehoe.

However, the Company need not disregard a vote if:

{a) 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

by it is cast by the person chairing the meeting as proxy for a person who is entitied o vote,
in accordance with a direction on the proxy form fo vote as the proxy decides,

DETERMINATION OF MEMBERSHIP AND VOTING ENTITLEMENT FOR THE
PURPOSE OF THE MEETING

For the purpose of determining a person’s entittement to vote at the meeting, a person will be recognised
as a member and the holder of ordinary shares in the capital of the Company if that person is registered
as g holder of those shares at 5.00pm Sydney ime on 14 November 2003,

AINSWORTH GAME TECHNOLOGY 2



NOTICE OF MEETING (continued)

PROXIES

Please note that;

{a} A member entitied to attend and vole is entitled to appoint a proxy to attend and vole instead of
the member.

(b Where the member is entilled to cast two {2} or more votes, the member may appoint two (2}
proxles and may spechy the proportion or number of voles each proxy 15 appointed to exercise.

{c} If the member appoints two {2) proxies and the appointment does not specify the proportion or
number of the member's votes each proxy may exercise, each proxy may exercise half of the
votes.

{d} If the member appoints two (2} proxies, neither proxy may voie on a show of hands.

{e} A proxy need not be a member,

n Any instrument of proxy deposited or received at the registered office of the Company in which the

name of the appointee is not filled in shall be deemed to be given in the favour of the chairman of
the meeting fo which it relates.

o To be effective the instrument appointing a proxy (and power of attorney or other authority, if any,
under which i is signed or a certified copy of the power or authority} must be deposited at the
registered office of the Company 10 Holker Street Newington NSW or be received by facsimile on
facsimile number 81 2 9648 4327 not less than forty-eight (48) hours prior to the meeting, that is
by 11.00am Sydney time on 16 November 2003. Alternatively, the instrument appointing a proxy
may be sent to The Alnsworth Games Technology Limited Share Registry by mail o
Computershare Investor Services Pty Limited, Level 3, 66 Carrington Street Sydney NSW 2000
or Reply Paid 242, Melbourne ViIC 3001 Australia or by facsimile on facsimile number 61 2 8235
8220 not less than forty-gight (48) hours prior to e meeting, that is by 11.00am Sydnay time on
16 November 2003,

A form of proxy accompanies this Notice,

By Order of the Board

ML Ludski
Company Secretary

Sydney
17" October 2003

AINSWORTH GAME TECHNOLOGY 3
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EXPLANATORY NOTES
ITEMS 2, 3, 4 AND 5 « RE-ELECTION OF DIRECTORS

Rue 7.1{f} of the Company's Constitution {the "Constitution”} requires that at the annual general meeting in
every vear one third of the direciors of the Company (the "Directors™), or, if their number is not 3 or a multiple of
3, then the number nearest one third, must retire from office. Rule 7.1{i} of the Consfitution provides that a
retiring Director is efigible for re-glection. The Managing Direclor and Direclors appointed to fill casual vacancies
are not o be laken info account when determining the number of direciors o whom Rule 7.4{f) applies. The
Directors who have been longest in office since their last election must retire, however, as betwsen Directors
that were electad on the same day. those o refire must be delermined by lot, unless they ostherwise agree
between themselves.

For the purpose of the 2003 annual general meeting, two Directors, being Mr LH Ainsworth and Mr 5L Wallis,
are subject fo rofation and accordingly one is required to refire. As both Directors were gleciad at the annusal
general meeting held on 25 November 2002, Messrs Ainsworth and Wailis have agreed amongst themseives
that, in accordance with Rule 7.4}, Mr LH Ainsworth refire from office. Mr LH Ainsworth has offered himself for
re-election {item 2}.

Rule 7.1{d) of the Constitution requires that any direcior appoinied to filf a casual vacancy, other than the
managing director, only hoids office uniil the next general meeting and must then retire from office. Massrs
Cowling, Amer and Matthews, as directors, appointed to filf casual vacancies, retire from office and offer
themselves for re-election {ltems 3. 4 and 5).

A summary of each candidate's experience and qualifications appear below:
Mr Leonard Hastings Ainsworth

Age:
80 Years

Occupation:
Company Director

Academic and Professional Qualifications:
Fellow of the Australian Institule of Management and Australian Institute of Company Direclors.

Business Experience:

Len Alnsworth Is known throughout the worldwide gaming machine indusiry as having pioneered many of the
major design and technical innovations incorporated in gaming machines over the past 47 vears. He has iong
heen acknowiedged as an Indusiry leader throughout Australia and is widely respected for the outstanding
contribustion he has made, especially for the coniribution gaming machines have made o the financial success
and standing of licensed clubs. In 1954, Len Alnsworth founded Aristocrat and made a significant contribution to
building that company, which is now the second largest producer of gaming machines and gaming machines
systems in the world today, and by far the largest in Ausiralia.

in 1995 he was admitted o the Australian gaming industny’s "Australian Hall of Fame® and © the gaming
industry's "American Hall of Fame”.

Mr John Michael Cowling

Age:
56 Years

Occupation:
Company Director

Academic and Professional Qualifications:

Fellow of Australian Institute of Managemeni, Ausiralian Instilute of Company Directors and Instituie of
Chartered Accountanis. Associate member of Securities Institute of Australia, Bachelor of Science {(Economics)
from University of Wales, United Kingdom.

Business Experience:
Twenty-five years general management experience in public ang private sectors.

Former senior execulive and board member of Bums, Philp & Company Limited and former CEQ of Rat
infrastructure Corporation.

AINSWORTH GAME TECHNOLOGY 4



EXPLANATORY NOTES (continued)
Mr Andrew Richard Amer

Age:
52 Years

Occupation:
Company Director

Academic and Professional Qualifications:
Bachelor of Arts, Masier of Science, Masier of Business Administration and Diploma from Australian Institule of
Company Directors. Fellow of Ausiralian Instilute of Company Direciors.

Business Experience:
Over twenly years general management experience in senior executive positions in such diversified indusiries
as chemicals, management consuiting, finance and refai.

Currently Managing Director of Amoco Australia, part of the BP Group worldwide.
Mr Vivian Bernard Matthews

Age:
75 Years

Occupation:
Company Director

Academic and Professional Qualifications:
Fellow of the Instiiuie of Chartered Accountants.

Business Experience:;
Thirty vears in public practice as a Charlered accountant.

Cver twenly years experience in auditing gaming machine manuiaciurers and entities in the hospitality and ciub
industries,

ITEM 8 - ISSUE OF CLASS 2 OPTIONS
{a) Background

On 21 August 2003, David Hall resigned as a Director, Al the time of his resignation, David Haill held
300,000 class 2 Options. However, according o the terms of those class 2 Opfions, they all expired 30
days after his resignation as a Director, Accordingly, as the class 2 Options issued to David Hali on 18
December 2001 have expired, the board of the Company {the "Board"} has proposead thai, subject to
obtaining sharehoider approval, the Company grant 300,000 replacement class 2 Oplions to David Hal
in recognition of the services provided to the Company during the initial public offering of ordinary
shares in the Company {"Shares"}.

{b) Corporations Act
The proposed grant of class 2 Options to David Hall involves the provision of a "financial benefit” and a
"retirerment benefi” {o a related parly of the Company. Pursuant to Chapter 2E and section 200L of the
Corporations Act 2001 (Cth) {the "Act"), the provision of such benefits are, as a general rule, prohibiiad
unless prior sharehoider approval is obtained. As no exception o the general rule applies, sharehoider
approval for the grant of the class 2 Oplions to David Hall is required for the purposes of Chapter 2
and section 200 of the Act,

The foliowing information is provided to satisly the requiremenis of Chapter 2E {in pariicular section
218} and section 200 of the Corporations Act

{1} David Capp Hall is the related party of the Company o whom the financial benefit would be
given.

{2) The nature of the financial benefit is the grant of 300,000 class 2 Options.

AINSWORTH GAME TECHNOLOGY §
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EXPLANATORY NOTES (continued)

(3)

Messrs Ainsworth and Wallis recommend that the sharehoiders of the Company voig in favour
of the resciution in item 6 as they consider that it is in the best interest of the Company o
recognise the services provided by David Hall during the inilial public offering of Shares.
Messrs Cowling, Amer and Maithews do not believe that i is appropriate that they make any
recommendation for or against the passing of the resolution due to the fact that they have only
been recently appointed as directors.

Messrs Ainsworth, Wallis, Cowling. Amer and Malthews do not have an inierest in the
outcome of the proposed resolution.

H shareholders approve the grant of the class 2 Options to David Hall and all of the class 2
Options are exercised, the effect will be to dilule the shareholding of existing shareholders by
0.26% on an undilided basis and 0.25% on a fully diluled basis {assuming the Options the
subject to the resolutions in items 7 and 8 are granied). The market price for Shares during the
term of the class 2 Options would normally determine whether or not David Hall exercises the
class 2 Options. i, at any time any of the ¢lass 2 Options are exercised, the Shares are frading
on Ausiralian Siock Exchange Limiled ("ASX"} af a price which is higher than the exercise
price of the class 2 Options, there may be a perceived cost o the Company.

Over the last 12 months, the highest and lowest frading price of Shares on ASX was $0.84 on
26 August 2003 and $0.175 on 30 May 2003. The latest available frading price of Shares on
ASX was $0.52 on 2 Qctober 2003.

The Company has ascerfained the value of the class 2 Options o be issued to David Hali be
approximaiely $50,000. The options were valued based on a Black Scholes mode! with fhe key
parameters used in the valuation being a risk free rate in the range of 54% to 6.1% per
annum, a volatility facior of 36% to 40% per annum, the exercise price, no dividends and an
option ferm of five years.

Additional information is set oul in paragraph (¢} below and throughout these Explanaiory
Notes. Shareholders should therefore read these Explanatory Notes in s entirety before
making a decision as o how 1o voie in relation o the resoluiion in item 6.

Other than all of the information specified in these Explanatory Notes, neither the direciors nor
the Company are aware of any other information that would be reasonably required by
shareholders in order to decide whether or not i 15 in the Company's interest {0 pass the
resolution in em 8.

{c} Listing Rule 10.11

Listing Rule 10.11 requires a lisied company fo oblain shareholder approval by ordinary resolution prior
fo the issue of securities 1o a relaled parly of the Company. David Hall is a "related party” for the
purposes of the Listing Rules. Accordingly, sharehoider approval for the grant of the ¢lass 2 Options o
David Hali is required for the purposes of Listing Rule 16.11.

For the purposes of Listing Rule 1013 and for al other purposes, the foliowing irformation is provided:

(n

The name of the person o whom the class 2 Oplions will be issued:
Davi¢ Capp Ha#

The number of class 2 Options o be issued:

306,000

The date by which the Company will issue the class 2 Oplions:

18 November 2003

A statement of the relationship between David Hall and the Company:
See the contents of Paragraph {8} above.

The issue price of the class 2 Oplions:

Nil,
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EXPLANATORY NOTES (continued)

{6} The ferms of the issue of the class 2 Oplions:
{A) issue Dale and Vesting Date: 18 November 2003;
{B) Exercise Price: $1.00;

{C) Exercise Period: subject to (£} below, the class 2 Options may be exercisaed undil the
Expiry Date as follows:

{1} 75,000 class 2 Options wili be capable of exercise on 18 November 2003
{"First Exercise Date");

{1 a further 75,000 class 2 Oplions will be capable of exercise on 18
December 2003 {("Second Exercise Date™;

{1} a further 150,000 class 2 Options will be capable of exercise on 18
December 2004 {"Third Exercise Date™);

{0} Entitlement: each class 2 Oplion entitles the hoider to one Share for every class 2
Option held;
{E) Pearformance Hurdles: uniess otherwise determined by the Company, before any class

2 Option can be exercised, the volume weighted average price ("WWAP"), being the
price at which the Shares traded on the ASX on gach of the most recent 20 frading
days during the 80 days immediately preceding the relevant Exercise Date, must
equal or exceed:

{i on the First Exercise Date, $1.00;

{1 on the Second Exercise Date, $1.20; and

{1} on the Third Exercise Date, $1.40.

Subject to all class 2 Oplions being exercised before the Exphry Date, in the event that
a Performance Hurdle is not met on the relevant Exercise Date, the Performance
Hurdie will be taken o be salisfled on a cumulative basls so that If it is salisfied on any
following Exercise Date, David Hall wili be able 1o exercise class 2 Options for which

the relovani Performance Hurdie had not been satisfied on or before any relevant
previous Exercise Date;

{F} Expiry Date: 17 December 2008,
{7} The infended use of the funds raised through the grant of the class 2 Options:

No funds will be raised through the grant of the class 2 Options to David Hall.

ITEMS 7 AND 8 — ISSUE OF OPTIONS
{a) Background

On 21 August 2003, David Hall and John Kehoe resigned as Direciors. Al the time of their resignation,
300,000 Options had been issued to them under the Company’'s Directors Option Plan in accordance
with approvatl received from shareholders at the 2002 annual general meeting of the Company held on
25 November 2002, However, according to the tlerms of Directors Option Pian, they all expired 30 days
after their resignation as Directors. Accordingly, as the Options issued to David Hali and John Kehoe
under the Directors Option Plan have expired, the Board has proposed thal, subject io obtaining
shareholder approval, the Company grant 300,000 replacement Options o each of David Hall and
John Kehoe in recognition of the services provided fo the Company.

AINSWORTH GAME TECHNOLOGY 7
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EXPLANATORY NOTES (continued)

{b) Corporations Act

The proposed grant of Options fo David Hall and John Kehoe involves the provision of a "financial
benefit" and a “retirement benefit” to related parties of the Company. Pursuani to Chapler 2E and
section 200E of the Corporations Act 2001 {Cth) {the "Aet™), the provision of such benefits are, as a
general rule, prohibited unless prior shareholder approval is obtained. As no exception o the general
ruie applies, shareholder approval for the grant of the Options o David Hail and John Kehoe is required
for the purposes of Chapter 2E and section 200E of the Act

The foliowing information is provided to salisly the requiremenis of Chapter 2E {in particular section
218} and section 200 of the Corporations Act

David Capp Hall

David Capp Hall is the related party of the Company o whom the financial benefit would be
given.

The nature of the financial benefit is the grant of 300,000 Options.

Messrs Ainsworth and Wallis recommend that the shareholders of the Company vole in favour
of the resoiution in item 7 as they consider that # is in the best interest of the Company to
recognise the services provided by David Hali, Messrs Cowling, Amer and Maithews do not
believe that it is appropriate that they make any recommendation for or against the passing of
the resolution due to the fact that they have only been recently appointed as direciors.

Messrs Ainsworth, Wallis, Cowling. Amer and Matthews do not have an interest in the
outcome of the proposed resolution.

if sharehclders approve the grant of the Options to David Hall and all of the Options are
exarcised, the effect will be to diute the sharehoiding of existing shareholders by $.26% on an
undifuted basis and 0.25% on a fully diluled basis {assuming the Options the subject to the
resoiutions in Hems 6 and 8 are granied). The market price for Shares during the term of the
Options wouid normally determineg whether or not David Hall exercises the Options. i, at any
fime any of the Options are exercised, the Shares are frading on ASX at a price which is
higher than the exercise price of the Options, there may be a percelved cost o the Company,

The Company has ascerfained the value of the Oplions o be issued io David Hall be
approximately $45.000. The options were valued based on a Black Scholes model with the key
parameters used in the valualion being a risk free rale in the range of 5.4% o 6.1% per
annum, & volalility facior of 36% to 40% per annum, the exercise price, no dividends and an
option term of five years.

John Kehoe

(8

John Kehoe is the related party of the Company to whom the inancial benefit would be given.
The nature of the financial benefit is the grant of 300,060 Options.

Messrs Ainsworth and Wallis recommend that the shareholders of the Company volte in favour
of the resclution in item 8 as they consider that # is in the best interest of the Company to
recognise the services provided by John Kehoe, Messrs Cowiing, Amer and Matthews do not
believe that it is appropriate that they make any recommendation for or against the passing of
the resolution due to the fact that they have only been recently appointed as direciors.

Messrs Ainsworth, Wallis, Cowling. Amer and Matthews do not have an interest in the
outcome of the proposed resolution.

if shareholders approve the grant of the Options o John Kehoe and all of the Oplions are
exercised, the effect will be to diule the sharehoiding of existing shareholders by §.26% on an
undiuted basis and 0.25% on a fully diluded basis {assuming the Optlions the subject to the
resolutions in items 8 and 7 are granted). The market price for Shares during the term of the
Options would normally determine whether or not John Kehoe exercises the Options. If, at
any time any of the Options are exercised, the Shares are frading on ASX at a price which
is higher than the exercise price of the Options, there may be a perceived cost to the
Company.
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EXPLANATORY NOTES (continued)

{6} The Company has ascerfained the value of the Oplions to be issued to John Kehoe be
approximately $45,000. The options were valued based on a Black Scholes model with the key
parameters used in the valuation being a risk free rate in the range of 54% fo 6.1% per
annum, a volatilily factor of 38% to 40% per annum, the exercise price, no dividends and an
option ferm of five years.

Over the fast 12 months, the highest and lowest trading price of Shares on ASX was $0.84 on 26

August 2003 and $06.175 on 30 May 2003, The iatest available frading price of Shares on ASX was

$0.52 on 2 October 2003,

Additional information is set out in paragraph (¢} below and throughout these Explanatory Notes.

Shareholders shouid therefore read these Explanatory Notes in ks entirety before making a decision as

fo how to voie in refation to the resolutions in Hems 7 and 8.

Other than all of the information specified in these Dxplanatory Notes, neither the directors nor the

Company are aware of any other information that would be reasonably required by shareholders in

order o decide whether or not it is in the Company’s inferest to pass the resolutions in items 7 and 8.

{c} Listing Rule 10.11

Listing Rule 10.11 requires a listad company o obtain shareholder approval by ordinary resolution prior

o the issue of securities o a related party of the Company. David Hall and John Kehoe are "related

parties” for the purposes of the Listing Rules. Accordingly, sharehoider approval for the grant of the

Options fo David Hall and John Kehoe is required for the purposes of Listing Rule 10,11,

For the purposes of Listing Rule 10,13 and for al other purposes, the foliowing irformation is provided:

David Capp Hall

{1} The name of the person o whom the Options are being issuad:
Davi¢ Capp Ha#

{2} The number of Options 1o be issued;
306,000

{3} The date by which the Company will issue the Options:
18 November 2003.

{4} A statement of the relationship between David Hall and the Company:
See the contents of Paragraph {8} above.

{5 The issue price of the Options:

NiL,

John Kehoe

{1} The name of the person o whom the Options are being issuad:
John Kehoe

{2) The number of Options to be issued:
300,000

{3} The date by which the Company will issue the Options:

18 November 2003
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EXPLANATORY NOTES (continued)

{4} A statement of the relationship between John Kehoe and the Company:
See the contents of Paragraph {a) above.

{5} The issue price of the Opticns:
Nl

The terms of the issue of the Options to each of Messrs DC Hall and J Kehoe are as follows:
{A) issue Datle and vesting date: 18 November 2003;
{B) Exercise Price: $1.15;

{C) Exercise Period: subject to {E) below, the Oplions may be exercised until the Expiry
Date as follows:

{i 75,000 Options will be capable of exarcise on 25 November 2003
{"First Exercise Date™);

{1 a further 75,000 Options will be capable of exercise on 25 November 2004
{"Second Exercise Datg");

(I}  a further 150,000 Options will be capable of exercise on 25 November 2005
{"Third Exercise Daig”");

{0} Entitlement; each Option entities the holder to one Share for every Oplion held;

{E) Performance Hurdles: uniess otherwise determined by the Company, before any
Option referred o in {C) can be exercised, the VWAP must equal or exceed:

{i on the First Exercise Date, $1.15;
{ih) on the Second Fxercise Date, $1.38: and
{1 on the Third Exercise Date, $1.671

{F} Expiry date 25 November 2007.
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