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698 Capital International Limited - Takeover bid for Advanced Engine Components Limited

Please find attached our letter of 4 July 2003,

Yours faithfully
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CASH OFFER AND BIDDER'S STATEMENT

IN RELATION TO AN OFF MARKET BID BY

698 CAPITAL lNTEREﬁTﬂlONAL LIMITED

ARBN [14/55
A COMPANY INCORPORATED IN THE BRITISH VIRGIN ISLANDS

TO ACQUIRE ALL OF YOUR ORDINARY SHARES IN

ADVANCED ENGINE COMPONENTS LIMITED
ACN 009 081 770

FOR 1 CENT CASH FOR EACH ORDINARY SHARE

This is an important document and requires your immediate attention.

If you are in any doubt as to bow to deal with this document please consult your financial adviser
or other professional adviser,
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Information about this Document

This docuinent is a bidder's statement (" Statement™) given by 698 Capital pursuant 10 Part 6.5 of Chapter 6 of the
Corpotations Act 2001 (Cth) and in compliance with the requirgmems of sections 636 and 637 of the Corporations
Act 2001 (Cth) in relation to the Offer.

The date of this Statement i3 4 July 2003
ASIC and ASX involvement

A copy of this Statement was lodged with the Australian Securities and Investments Commizssion (" ASIC") on 4
Jaly 2003. Neither ASIC nor any of its officers takes any responsibility 8¢ to the contents of this Statement,

A copy of this Statement was also lodged with the Australizn Stock Exchange Limited (""ASX") on 4 July 2003.
Neither ASX nor any of its officers takes any responsibility as to the contents of thig Statement,

Investment decisipn
This Staternent does not take into aceount the individual investment objectives, financial siuation and particular

needs of each AEC Shareholder or any other person. You may wish to seek independent financiel and taxation
advice before making a decizion s to whether or not to aceept the Offer for your AEC Shares contained m sectlon 4,

Pefined terms
A number of defined terms are used in this Statement. Their meaning is set out in section E.

Acceptance and Transfor Form

The Acceptance and Transfer Form to be used to accept the Offer if your AEC Shares aré held in an Taqer
Sponsored Holding accompanies this Statement.

PERWORKDOCSWOEMNGTET32.2 2
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The Company Announcements Office
Australian Stock Exchange Limited
Exchange Plaza

2 The Esplanade

PERTH WA 6000

1900 999 279
Our reference: 6001 1/60060/60008493

Dear Sirs

Perth

FAk :+I3226586

Canberra

Darwin

PAGE 4

Clayton Utz

Lawyers

BankWcst Towet

108 %t Georges Temace
Perth WA 6060
Australia

GPO Box P1214
Perth WA 6844

T +61 8 9426 8000
F +061 8§ 9481 3095
www, claytonutz_com

698 Capital International Limited - Takeover bid for Advanced Engine Components Limited ACN 009

081 770

We act for 698 Capital International Limited ("698 Capital").

698 Capital has today served the bidder's statement and offer in relation to 693 Capital's takeover bid for all
the ordinary shares in Advanced Engine Components Limited.

In accordance with Item 5 of Section 633(1) of the Corporations Act, we enclose a copy of the biddet's

statement (including the offer).

In addition, in accordance with Section 633(4) of the Corporations Act, we enclose a notice regarding the

date for determining holders of securities in relation to the takeover bid.

Yours faithfully

it

Will Moncrieff

Partner

+61 8 9426 8541
wmoncrieff{@claytonutz.com

Contact:

Nino Odorisio

Senior Associate

+61 8 9429 8292
nodorisio@claytonutz.com
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Qe ar a ghanee

1. Offer at a glance

This pummary providss an overview of 698 Capital's Offer and is qualiBed by the detailed informntion 5 oud inthe.
remainder of this Statement.

The Offer

Offer

consideration

Conditions of ihe
Qffer

No brokerage
Scheduled close

Faymeni terms

How 1o accept
the Offer

Questions

698 Capital is offering to acquire all of your AEC Shares.
You may only accept the Offer in respect of all (a8 opposed to part) of your AEC Shares,

The consideration offered it 1 cent in cash for every AEC Share,

The Offer is subject 1o a number of conditions all of which must be satisfied or waived in order for
698 Capitz! to be able to purchase your AEC Shares. The conditions are set ot in full in section 4.10.
They involve:

v 698 Capital becoming entitled to at least 50.1% of all AEC Shares on issue at the end of the Offer
Period; .

e no Prescribed Occutrences oceurving in relation to AEC, other than the sale of AEC's Sprintex and
Bullet Car divisions;
no material adverse change in refation to the AEC Group; and
no acquisitions, disposals or other material transactions pocurting in respect of the AEC Group,
other than the sale of AEC's Sprintex and Bullet Car divisions.

You will not pay brokerage on your AEC Shares for which you accept the Offer.
The Offer is scheduled to close at 7:00pm Perth time on [ #9757 12003, unless extended.

Consideration will be paid to you on or before the later of!

» 7 davs after the date you aceept the Offer; and
+ 7 days after the date the Offer becomes unconditional,

and in any event (assuming the Offer becomes unconditional), no later than 7 days afier the end of the
Offer Period (provided all relevant documentation has been given to 698 Capital). This is forther
described in section 4.3,

There are different Ways you can accept the Offer depending on the 1ype of your holding of AEC
Shares,

+ For CHESS Holdings of AEC Shaves — instruct your stockhroker of Controlling Participant to
initiate acceptance of the Offer on your behalf.

» For Izsuer Sponsored Holdings of AEC Shares - complete, sign and retam the enclosed
Acceptance and Transfer Form in accordance with the instzuctions. A reply paid envelope has
been enclosed for shareholders with Australian addresses to return their completed Acceptance
and Transfer Form, Overseas sharebolders are urged o retnm their Acceptance and Transfer
Form by sirmail.

If you have any questions about how to acept of need a replacement Acceptance und Transfer Form,

please call Computershare en 1800 001 391 toll free within Australia or +61 3 9648 5241 outside

Australia. Please note that for legal reasons, calls to these mumbers will be recopded.

FPERWORKDOCS\IOGMNT6TI2.8 3
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The bidder

Audit Committee Chairman of Softbank Investment International (Strategic) Limited, the Hong Kong
Stock Exchange listed arm of the Softbank Corporation of Japan, Mr Wang received his Juris Doclorate
degree flom Yale Law School and practiced corporate and securities law in the Hong Kong and New
York offices of Skadden, Arps, Slate, Meagher & Flom LLP. He also graduared with Phi Beta Kappa
honours and a1 Bachelors of Arts degres fom the University of California at Los Angeles,

Williamn Lee is Director and Chief Fibancial Officer of 698 Capital. He is a Chartered Finansial Analyst
(CFA) and Chartered Certified Accountant. Previously, My Lee was Assistant Vice President at KG3
Asta and Corporate Finance Officer at China Dévelopment Finance (now BOCT Asiz), He has also
worked as Senior Accountant with KPMG Peat Marwick, performing financial audits and special
assignments for various public compenies in Hong Kong and Chine, Mr Lee received a Masters of
Business Administration from the Hong Konrg University of Sciencs and Technology in 1597.

PRR WORKDOCIGI060G76732.9 B
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608 Captial’s fntentions
3. 698 Capital's intentions
8 ) Introduction

aiz

Thic section 3 sets out 69% Capital’s intentions in relation to;
- the contimration of the business of AEC;

. any major changes 10 be made to the business of AEC, including any redeployment of the
fixed assers of AEC; and

. the firture emplovment of the present employees of AEC,

on the basis of information concerning AEC and the circumstances affecting the businass of AEC which
are known to 698 Capital.

The final decisions on these matters will only be reached in the light of all material facts and
circumatances at the relevant time. Following completton of the Offer, 698 Capital intends to review att
aspecta of the business of AEC to evaluate its performanoe, profitability and prospects in Hght of the
information then available to it. Accordmgly, the statements set out in this section 3 are statements of
current intention only which may vary as clrcumstances require,

Intentions vpon ownership of 100% of AEC

1f 698 Capital comes to own 100% of the issued securities in ABC, its intentions axe as follows:

Steategic review

69% Capital intends to conduct an immediate review of AEC's assets and operations 1o identify;

. business opportunities generated by the acquisition, areas of cost savings and business
which may provide overall strategic and operational benefits; and

. those parts of the operations which are underperforming so that those parts might be re
structured and/or disposed of for optimal overall strategic and operstional effect.

Subject 1o the conclusions of that review, it is the present imenticn of 698 Capital to;
* contirue the business of AEC in substantially the same manner in which it is presently

being conducted, with the exception of the Bullet Car and Sprintex divisgions (89 to these
divisions, see below),

* build and strengthen AEC's position as a leading technology provider in the clean burning
enging fndustry,

. contime the employmert of ABC's present employess, other than those employed in AEC's
Bullet Car and Sprintex divisions; and

. develop new matkets for AEC's products, in particular in the larger economies of Asia,
inchading Tndia and China,

Corporaie and management fonctions

698 Capital intends to:

. reconstitute the board of AEC with nominees of 698 Capital (including Daniel W, Thomes
Liv, Arthur Wang and William Lee, who have agreed to accepd appolnmnent ) and the
current execulive ditectors of AEC, 1 they agree to remain as directors; and

. implement improved practioes for management and control functions,

PERWORKDQCSGIISNETETI.S &
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The bidder
2. The bidder
21 698 Capital

2.2

23

698 Capital is a ptivate investment company based in Hong Kong which is focused on high growth
investment opportunities in the Asia Pacific region. 698 Capital seeles to identify and leverage cross
border technology and markst oppornnities, such a5 by bringng businesses from developed countried to
the larger economies of Asia where lower mamufacturing costs combine with large potentie]
marketplaces, or by providing a bridge between pioneering innovators in more mature markets and
experienced eatrepreneurs in emerzing anes, 698 Capital brings together a group of investment
professionals with diversified backgrounds in emtrepréncurship, law, finance and operations and alsa
enjoys a close affiliation with the investment community seross Asia and Morth America.

98 Capital was incorporated in British Virgin 1slands on 18 December 2002, An application for
registration of 698 Capital as a foreign company pursuant to Part 5,82, Division 2 of the Corporations
Act wag made to ASIC on 2 July 2003,

Shareholders of 698 Capital

608 Capitat is & wholly owned subsidiary of High Targes Tnvestments Limited which, in wm, 3.8
wholly owned subsidiary of Sunpex Investments Liritec. Both companies were incorporated in British
Virgin Islands,

Sunpex Investments Limited is wholly owned by Dr C. Danie] Wu, & resident of the Republic of China,
on Taiwan.

D C Daniel Wi has been Cheirman of Grand Pacific Petrochemical Corporation, a Taiwan Stock
Exchange listed firm, since 1994, Dr Wu also serves as Chairman of BioCare Corporation, a biomedical
device manufacturer, and VideoLand Corporation, # television programming company, both based in
Taiwan. Previously, Dr Wu was the President of Grand Pacific Petrochemical from 1992 to 1994 and
President and Chief Executive Officer of California based Wyse Technology Corporation from 1990 to
1994 He has also served as Chairman of the non-profit Monte Jade Saience and Technology
Association based in California (1993-1994), Chairman of Preclsion Semiconductor Mask Corporation
in Taiwan (1998-2000) and Vies Chairman of the private equity firm Crimson Asia Capital Haoldings
(1997-2000).

Dr W received his Bachelor of Scicnes from the National Taiwan University and Ph.D. in Chemical
Engineering from the University of Delaware in the United States.

Pirectors and officers of 698 Capital

The current directors snd officers of 698 Capital are!

Mr Thomas Liv Managing Director
Mr Artlnr Wang Managing Director
My Witligm Lee Direntor and Chief Financial Officer

Thomas Liu I & co-founder and Managing Director of 698 Capital. Prior to establishing 698 Cepital in
February 2000, he was Vice Prasident of Corporate Finance at KGI Asia Limited, a regional investment
bank, where he advised clients on over U5$400 million in imernational mvestients, Hewesalzoa
Disector of the UF] Asia Pinance Techmology Fund established by the UFJ Banking Group of Japan.
Previously, Mr Liv worked at PKF Consulting Limited, then a global lezder in hogpitality consaltancy
services. Mr Liu is 2 graduste with duat Bachelor of Arts degrees from Boston Univeraity,

Arthur Wang is & co-founder and Managing Director of 698 Capital, He is alzo n Non-Executive
Director and Chairman of the Audit Committee of the Hong Kong Stock Exchange ftated Linmark
Group. Previcusly, Mr Wang was a co-founder and Executive Director of KGL Asia Linited, a regional
investment bank He was 2lso » Director of the UFJ Asia Finance Technology Fund establizhed by the
UFT Bunking Group (formerly Sanwa Bank) of Japan, Mr Wang was ftls0 & member of the Board and

FERWORIC 20C G006V 76732 8 4
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¢28 Capital’s intentions

"The biographies of Messrs Liw, Wang and Lee are set out in section 2.3 Dr Wu's details are set out in
secton 2.2

1t is the present intention of 658 Capital 1o seek the appointment of Dr W as Chairman of AEC,
Bullet Car and Sprintex divisions

698 Capital understands that the current Board and management of AEC are considering the sala o
closure of the Bullet Car and Sprintex divisions of ABC, 1f these actions are not completed prior to 698
Capital obtaining 100% ownership of AEC, 698 Capital intends 1o continue with the direction and
wourse set by the curent Board end tnanagement with respect to those divisions. In the event that the
Bultet Car and Spriniex divisions of AEC are not sold, it is €08 Capital's present intention to ¢lose these
divisions down.

Other

698 Capital intends 10 seek 10 have AEC removed from the officia] Hst of ASKif 10084 ownership of
ARBC is achieved.

Intentions upon ownership of less than 100% of AEC

1f following completion of the Offer, 698 Capital does not own 100% of the igsued shares 1n AEC, it$
interntions are as follows.

698 Capital intends to procure that its related companies, CEL and 608 Asia Pacific, extend the
repayment dates of their respective loans 1o AEC 10 20 ¥une 2004. The loans are currently due for
payment on 31 July 2003 o such later date as may be advised to AEC in witing. Further details of
these Joans are contained in section 7.3

698 Capital also intends, subject to the Corporations Act and the constitution of A¥C, 10 seek to appoint
such number of persons to the board of directors of AEC which at least reflects 658 Capital's percentage
gharcholding in ABC, 698 Capital then intends 10 cause its representatives on the AEC board to!

. maintain AEC a8 & company on the official list of ASX, unless AEC has less than the
required spread of security holders under the Listing Rules, in which case 698 Capital will
seek to bave AEC removed from the official list of ASX;

. undertake a sirategic review of AEC, ag described in section 3.2, 698 Capital would seek to
work in close consultation with AEC management in sonducting the strategic review. Any
proposals put forward by 698 Capital in relation to that review would be accompanied by a
business case in support of the proposal; and

. implement such of the other intenrions mentioned in section 3.2 as sre consistent with 698
Capital's percentape shareholding in AEC at that time.

Note that:

» the implementation of any steps refermed to abuve (other than seeking to appoint persons to
the board of directors of AEC) would only be undertaken where thoge steps are in
accordance with all applicable legal and regulatory requirements, the Listing Rules, the
fiduciary and statutory duties of the directors of ABC and after considering the advice of
legal and financiat advisers. In particular, the AEC directors may only implement say sach
steps if they consider the steps to b in the best interests of AEC; and

. any transactions between members of the 698 Capital Group and AEC required to give
effect to any steps referred 1o in this section 3.3 will be negotiated on arm's length terms.
The §98 Capital Group would support, and expects that the AEC board would require, that
protocols (including where necessary, board sub-commitiees Gomprisiog a majority of
indepondent directors) be established to énsure that any related party trensactions are on
arm'a length terms.

PRRWORKDOCH0060676732.9 7
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698 Capital's intentions
3.4 Compulsory acquisition

Compulsory acquisition following takeover bid

If 698 Capital becomes entitled to procesd to compulsoty scquisition of AEC Shares following the Offer
(a8 & result of the acquisition of shares upder the Qffer or otherwise) then, subject to satisfuction or
waivet of the conditions of the Offer, 698 Capital intends to proceed to compulsory acquisition of
outstanding AEC Shares in accordance with the provisions of the Corporations Act.

General compulsory sequisition

Fven if 698 Capital does not become entitled to proceed to compulsory acquisition of AEC Shares
following the Offer under Part 6A. 1 of the Corporations Act, it may nevertheless be or become entitled
to exercise general compulsory acquisition rights under Part 5A.2 of the Corporations Act to acquire
outstending shares in AEC. Tf appropriate, 693 Capital intends to exercise such nghts if they becoms
pvailable.

3.5 Other intentions
Subject to sections 3.1 10 3.4, it is the present intention of 698 Capital:
(a} to eottinue to operate the business of AEC;

() 1ot to make any major changes o the business of AEC nor to redeploy any of the fixed
assets of AEC, with the exception of AEC's Bullet Car and Sprintex divisions; and

{c) to continue the employment of AEC's present employees, other than those employed in
AFC's Bullet Car and Sprintex divisions.

3.8 Present intentions only

The statements contained in this section represent the present intentions of 698 Capital on the basis of
facts agd information concerning ABC and the existing circumstances affecting the business of AEC
which are known to 698 Capital at the time of the preparation of this Stateroent. Final decisions,
however, will enly be made in light of alt material information, facts and circumstances necessary to
sngesy the operational, commercial, legal, taxation and financial implications of such decisiony at the
relevart time. Further, these intentions must be understood to be subjest at slf times to the paramount
obligation of the AEC board, 8s it may be constituted after completion of this Offer, to act in the best
interest of all shareholders of AEC.

FPERWORFDOCIGOOGNITST32.S ]
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Qfer
4, Dffer
This section 4 outlings the terms of the offer by 698 Capital to acquire all of your ABC Shares. The date
of this Offer is [ 1° < 12003,
4.1 The Offer

69% Capital offers to acquire from you on the terms of thig Offer all of your AEC Shares,
You may only accept this Offer in respect of all of your AEC Shares.

1115 a term of this Offer that 698 Capital will be entitled to all Rights attaching 1o or arising from ABC
Shares acquired by 698 Capital pursuant to this Offer.

42 Consideration

Subject to the provisions in this kection 4, the consideration offered is 1 cent in cash for every AEC
Share.

4,3 Fayment of consideration

(a) Subject to the provisions below of this section 4.3, and the Cotporations Act, if you accept
this Offer, and the condltions of the Offer and of the contract resulting from the acceptance
of the Offer are szfisfied or are waived, then 698 Capital will provide the consideration for
your AEC Shares on or before the earlier of:

(i 7 days after the later of the date this Offer is validly accepted by you in
accordance with this Offer and the date the comract which results Fom your
acceptance of this Offer becomes unconditional; and

(i 7 days after the end of the Offer Period.

() Payment of the cash amount to which you are entifled by asceptance of this Offer will be
made by cheque jo Australian eurrency. The cheque will be sent at your risk by prepaid
ordinary matl or, in the case of addressees outside Australia, by prepaid girmsail, to the
address shown on the Acceptance and Transfer Form,

(c) Tf at the time you accept this Offer you are!

Q] the Government of Itaq, an agency associgted with the Government of Iraq or a
national of Trag;

(i) a person or entity associated with the former Milosevio Govarnment ofthe
Federal Republic of Yugoslavia as named in the instrument dated 5 April 2002
issued under the Australian Banking (Forelan Pxchange) Regulations;

(iii) +he Nafional Unien for the Totat Tndepesdence of Angola ("UNITA"), a senior
official or family member of 2 seniar official of UNITA;

(iv) a person or entity associated with the Government of Zimbabwe, as namexd in
the anpexure to the instrument of 25 November 2002 ssued under the
Australian Banking (Foreign Exchange) Regulations; or

) a resident in or & resident of a place outside Australia 1 which the Australian
Banking (Foreign Exchange) Regulations otherwise apply,

you will not be entitled to receive any cash payment under this Offer undl all requigite
authotities and clearances of the Reserve Bank of Australia (whether under the Australian
Banking (Foreign Exchange) Regulations or otherwise) or of the Anstralian Taxation Office
have bests obtained by 698 Capital, 698 Capital undertakes to meke prompt application for
all such authoritles or clearances,

PERWORKDOCEWG00RMET32.9 ¢
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44

4.5

Offer

In addition, accounts of persous and entities identified by the Minigter of Foreign Affairs as
being associted with terroriam are frozen, and transactions with these entities are
prohibited, under the Charter of the United Nations (Anti-Terrorism Measures) Regulotions
2001,

(4 Whete the Acceptancs and Transfer Form requires any additional documents 10 be delivered
with your Acceptance and Transfer Form (Such as a power of attorney):

(i} if'those documents are delivered with your Acceptance and Transfer Form, 698
Capital will provide the consideration in accordance with paragraph 4.3(a);

(i if those documents are delivered after your Acceptance and Transfer Form and
before the end of the Offer Period while this Offer is subject to a defeating
condition, 698 Capital will provide the consideration by the end of whichever of
the following perieds ends earlier:

A 7 days after thiy Offer becomes unconditional; or
B. 7 days after the end of the Offer Period;
(iii) if those documents are delivered after your Acceptance and Transfer Forn and

tefore the end of the Offer Period while this Offer is ynconditional, 698 Capital
will provide the consideration by the ead of whichever of the following periods

ends carlier.

A 7 days after that document is defivered, or

B. 7 days after the end of this Offer Periad, and

€iv) i those documents sre delivered after the end of the Offer Period:

A. while this Offer is unconditional, 698 Capital will provide the
consideration, within 7 days after those documents are delivered;
and

B. while the Offer is subject 10 a defeating condition that relates only
to the happening of 8 Prescribed Oceurrence, within 7 days after the
Cffer becommes unconditional,

Ofter Period

Unless the period is extended in accordance with this section 4 oc the Offer is withdrawn in ascordance
with the Corporations Act, this Offer will remain open for acceptance during the period cormencing on
the date of this Offer and ending at 7:00 pm (Perth tme) on [=> . ] 2003,

698 Capital expressly reserves lis right under section 650C of the Corporations Act to extend the period
during which this Offer remains open for aceeptance of otherwise to vary thiz Offer in accordance with
the Corporations Act.

I within the last 7 days of the Offer Period the Offer is varied to improve the consideration offered or if
within the last 7 deys of the Offer Period 698 Capital's voting power in AEC increases t0 more than
5094, then in either case the Offer Periad will be mandatorily extended in accordance with section
624(2) of the Corporations Act, so that it ends 14 days after the relevant event.

Who may accept this Offer

This Offer is made to you 43 the holder of AEC Shares registered in your name in the register of
members of AEC at 7;00 pm (Porth time) on the date of this Htatemant.

if at the time this Offer is made to you, of 8t any time during the Qffer Period and before you assept this
Offer, another pexson is, or is entitied o be, registered as the holder of, or is able 1o give good title to,
some or all of your AEC Shares ('vansferred Shares™) 1o which this Offer relaiey, then in aecordance

PERWORKDOCSGNE0WTHTIZ.D 1¢
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4.3

Offer

with section 653B(1Xa) of the Corporations Act:

{a) a comesponding Offer shall be deerted o have been made at that time to that other person in
respest of the Transferred Shares;
) a comresponding Offer shall be deemed to have been made to you in respect of your AEC

Shares other than the Tranaferred Shares; apd

{c) this OFfer shal) be deemad to have been withdrawn immediately after making such
corresponding offers,

}f at any time during the Offer Period and befors you accept this Offer, your AEC Shares to which this
Offer relates consist of two or more separate parcels for the purposes of section 6538 of the
Corporations Act, then in accordance with section 653B of the Corporations Aat, this Offer shall be
deamed at that time to consist of separate corresponding offers made 1o you in relation to the respective
separate parcels of AEC Shares and an acceptance by you of any of those separate corresponding offers
is ineffective unless you have given to §98 Capital a notice which;

{a) if' it relates to AEC Shares in a CHESS Holding, must be in an electronic form approved by
the SCH Business Rules; or
{t) if it relates 1o AFC Shares held it an Issuer Sponsored Holding, must be In writing,

indicating that your AEC Shares consist of separate parcels and the acceptance indicates the number of
AEC Shares in the separate parcels to which the acceptance retates, provided that you may at the one
time accept two of more such separass corresponding Offers as if they were a single offer in relation to
separate parcels of AEC Shares.

If this applies to you, contact Computershare toll free on 1800 001 391 within Australia or +61 3 5649
5241 outside Australia for such additiona! copies of this Statement and Acceprance and Transfer Form
A% ATe Necessary.

Haw to accept this Offer

You may accept this Offer at any time during the Offer Period. Your aceeptance must be in respect of
all of your AEC Shares.

The manner by which you may accept this Offer will depend on whether your AEC Shares are:

(a) in a CHESS Holding - your AEC Shares sre in 4 CHESS Holding if they are sponsored by &
broker ot other Controlling Participert or you are a Broker of Non-Broker Participant; or

(b} in an Issuer Sponsored Holding - your AEC Shares are in an Issuer Sponsered Holdmg if
they ars sponsored directly by ABC as issuer,

If you have any questions about how ta azospt this Offer, or need a replacement Acceptance and
Transfer Form, please contact Computershare on 1800 001 391 within Austrelia or +613 29649 5241

outside Austratia.
CHESS Holdings

If any of your AEC Shares aré in a CHESS Holding, acceptance of this Offer in respect of those AEC
Shares can enly be mads in sceordanie with the SCH Business Rules.

To accept this Offer in respect of those AEC Sharcs yon must!

(2) if you are a Broker or a Non Broker Participant, initiate acceptance of this Offerin
accordance with Rule 16.3 of the SCH Business Rules before the end of the Offer Period, or

() otherwise, instruct your Controfling Participant (normally your stockbroker) to lnitiate
acceptance of this Offer in accordance with Rule 16.3 af the SCH Business Rules beefors the
end of the Offer Period.
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Issuer Sponsored Holdings:

If any of your AEC Shares are iz an Issuer Sponsored Holding, then 10 accept this Offer in rezpect of
those AEC Shares you must:

(a) cotplete and sign the Acceptance and Transfer Form in accordance with the instructions on
it (which forms part of this Offer and must be observed in actepting the Offer in respect of
any AEC Shares held in an Issuer Sponsored Holding); and

(b) ensure thet the Acceptance and Transfer Form and any documents required by the terms of
this Offer and the ingtructions on the Acceptance and Transfer Form are received bafore the
end of the Offer Period, at the following address:

698 Capital International Limited

/- Computershare [ovestor Services Py Limited
GPO Box D182

PERTH WA &840

or, if by hand delivery, delivered 1o the following address!

698 Capival Intermational Limited

C/- Computershare Investor Services Pty Limited
Level 2

45 5t George's Terrace

PERTH WA 6000

Holders of AHC Shares are adviged that the method chozen to deliver the Acceptance and Transfer Form
and other documents s at the risk of each accepting shareholder,

Acceptance of the Offer in respect of ARC Shares which are in an Issuer Sponsored Holding shall 20t be
complete or effective until the original properly completed and signed Acceptance and Transfer Form
(including any documents required by the terms of this Offer and the instructions on the Accépiance and
Transfer Form) has been received at an address specified above. 698 Capital may, however, in its sole
disoretion waive at anty time prior 1o the end of the Offer Period, all or any of those requirements.

W some of your AEC Shares are held in a number of forms

If some of your AEC Shares are in different holdings, your acceptance of this Offer may require action
under this section 4 in relation to the separate portions of your AEC Shates.

Nominee holdings

Beneficial owners whose AEC Shares ase registered in the name of a broker, investment dealer, bank,
trust company or other nomines should contact that nomines for assistance in accepting this Qffer,

Validity of acceptances

Yous acceptance will not be valid unless it is made in accordance with the procedures set forth in
sections 4.5 end 4.6 and in respect of AEC Shares in an Issuer Sponsored Helding, the instructions on
the Acceptuncs and Transfer Form. The Acceptance and Transfer Form forms pan of this Odfer.

698 Capital wilt determine, in its sole discretion, sl guestions as to the form of documents, inchrding the
validity, eligibility, including time of receipt, and acoeptance of AEC Shares. The detertnination of 698
Capital will be final and binding on all parties.

698 Capital may, in its sole discretion, at any time deem any Acceptance and Transfer Form it receives
to be a valid acceptance in respect of AEC Shares, even if a requirement for acceptance has not been
complied with and may waive any requirement of sections 4.5 and 4.6. Payment of consideraticn in
accordance with a Offer will not be made patil any irmegularity has been resolved or waived and until all
documents required 10 procure registration of 6938 Capital as holder of the AEC Shares concerned bave
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been received by 698 Capital,

A8 The effect of acceptance

By signing and returning a Acceptance and Transfer Form in accordance with seotion 4.6 or initiating
acceptance of this Offer in accordunce with section 4.8, you will or will be deemed to have:

{»

®)

()

@

(&)

®

(g)

(h)

®

accepled this Offer (and any variation of it) irevocably in accordance with ft2 terms in
respect of the Acceptance Shares,

apreed to transfer to 698 Capital the Acceptance Shares subject to this Offer being declared
free from the canditions set out in section 4,10 or such conditions being fulfilied or wiived
and subject to the provisions of section 4.5,

authorised 698 Capital (by its directors, servants or agents) 1o complete on the Acceptance
and Transfer Form correct details of your AEC Shares, fill in any blanks remaining o2 the
Acceptance and Transfer Porm and rectify any error in or omission from the Acceptance and
Transfer Form as may be necessary to make the Acceptanoe and Transfer Form an effestive
acceptance of this Offer and transfer the Acceptance Shares 10 648 Capital;

represented and warranted to 698 Capital 42 8 fundamental condition going to the root vfthe
contract resulting from your acceptance that, both at the time of acceptance of this Offer and
at the time of registration of the transfer of the Acceptance Shares to 658 Capnial, the
Acteptance Shares (inchuding any Rights) are folly pad wp and free from all mostgages,
charges, liens, encumbrances (whether legal or equitable), adverse interests of any nature
and restrictions on transfer of any kind and that you have full power, capacity and suthority
to accept this Offer and sell the Acceptance Shares (including the legal and beseficial
ownership in the Acceptance Shares and any Rights);

represented and warranted 10, and agreed with 698 Capital, that the Acceptance Shares will
be purchased by 698 Capital with all Rights and that you will execute all such instruments
85 698 Capital may requite for the purpose of vesting m it any such Riglis,

irrevocably authorised and directed AEC to pay to 698 Capital or to account to 628 Capital
for atl Righrs in respect of Acoeptance Shares, subject however 1o any such Rights received
by 698 Capital being aceoumed for by 698 Capital to you in the event that this Offer is
withdrawn or the contract resulting from your acceptance of this Offer is rendered void
purshant to paregraph 4. 10(dY,

except where Rights bave been paid or aceounted for under paragraph 4.8(D), irrevocably
appointed 698 Capital and its direstors from time o time jointly and severally as your
attormey in your name and on your behalf, with effect from the date that the Offer, or any
contract resulting from your acceptance of the Offer, becomés weconditional, o execute all
such instruments as 698 Capital may require for the purpose of vesting in it any such Rights
in respect of Acceptance Shares;

represented and werranted to 698 Capital that, unkess you have notified in accordance with
paragraph 4.5, vour AEC Shares do not consist of separate parcela of AEC Shares,

irrevecably appointed 698 Capital and each of its directors, secretaries and officers from
time 1o time jointly and severally as your true and lawiful exclusive gitomey in your name
and on your behalf, with effect from the date that the Offer, of any contract resulting from
your acceptance of the Offer, becomes unconditions, o do all things which you could
lawfully do in relation to the Apceptance Shares or in exercise of any right derived from the
helding of the Acceptance Shares including, without Emitation, the rights to!

() attend and vote I respect of the Acceptance Shares at amy and all meetings of
AEC;
(i) requisition of join with other holders of AEC Shares in requisitioning and/or

convening & meeting of the members of AEC, .
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(i) demand a poll for any vote to be taken at any meeting of ABC sharcholders;
(iv) propose or second any resohutions 1o be considered at any and all meetings of
AEC shareholders,
(v) exeaute all forms, transfers, assigaments, notices, documents, ASEUrALCes,

instruments (including instruments appointing s director of 698 Capital as a
proxy in respect of all or any of the Acceptance Shares and a transfer form for
the Acceptance Shares), proxies, transfers, consents, agresments and resohutions
relating to the Acceptance Shares and as may be necessary of desirable to
sonvey the Acceptance Shaves and Rights to 608 Capital; and

(vi) request AEC 1o register in the name of 698 Capital or its neminee the
Acceptance Shares which you hold on any register of AEC,

and to have agreed that in exercising the powers conferred by that power of attorney the
attorney shall be entitled to aet in the interests of 698 Capital as the beneficial owner and
intended registered holder of the Acceptance Shares and to have further apresd ta do all
snch acts, matiers and things thet 698 Capital may require o give effect to the matters the
subject of this paragraph 4.8()) (inchrding the execution of a written form of proxy to the
same effect as this paragraph 4.8() which complies in a1l respects with the requirements of
the consitution of AEC) if requested by 698 Capital,

698 Capital will indemnify you and keep you indemnified in respect of afl cOsts, expenses
and obligations which raight otherwise be incurred or undertaken as a result of the exercise
by an attorney of any powers under this paragraph. This appointment, being given for
valuable consideration to secure the interest acquired in the Acceptance Shares, is
irrevocable, and terminates upon registration of a wansfer to 698 Capital or its nominee of

the Acceptance Shares;

()] agreed not to attend or vote in person at any general meeting of AEC of 10 exercise of
purpest to exereise any of the powers conférred on 698 Capital o its nominee in paragraph
4.8G);

(i) agreed to indemnify 698 Capital in respect of any claim or action against it or any loss,

dnmage of lisbility whatsoever incurred by it as & result of you not producing your Holder
Identification Murmber or in consequence of the transfer of the Acceptance Shares being
registered by AEC without production of your Holder Identification Mumber for the
Agpceptance Shares;

] authorised 698 Capital 1o notify AEC on your bebalf that your place of address for the
purpose of serving notices upon you in respect of the Agceptance Shares is at the address of
698 Capital s specified by 698 Capital in the notification, and that all such notices are 1o be
marked care of 698 Capital and to have directed AEC 1o serve all correspondence, payments
or notifications in respsct of any Rights and other communications and documents
whatsoever in respect of the Acceptance Shates to 698 Capiial at that address; and

(1) if 8t the time of seceptance of this Offer the Acceptance Shares are in 8 CHESS Holding,
with effect from the date that this Offer or any contracs resulting from ecceptance of this
Offer is declared free from all its conditions, or those conditions are satisfied, authsrized
698 Capital to canse a message to be transmitted to SCH {n accordance with SCH Business
Rule 16.6.1 50 a8 to wansfer the Acceptance Shares to 698 Capital's Takeover Transferee
Holding. 698 Capital shall be so authorised even though at the time of such transfer it has
not paid the censideraton due to you under this Offar.

The undertakings and anthorities referred 1o in this section 4.8 will (unjess otherwise stated herein)
vemain in force after you receive the consideration for the Acceptance Shares acquired by 698 Capital
and after 698 Capital becontes registered as holder of them.

4.9 Righta
If 698 Capital bacomes entitied to any Rights pursuant 10 an acceptance of this Offer, It may require you
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1o give to 698 Capital all documents that may be necessary fo vest in it title to those Rights. If you do
not give these docutments to 698 Capital or if you have received the benefit of those Rights, 698 Capital
will be entitled to deduct from the considerstion otherwise due to you the amount of value (a8
reasonably assessed by 698 Capital) of such Rights.

Conditlons of this Offer

(2 Subject to paragraph 4.10(f), this Offer and any contract arising from acceptance of this
Offer is subject to the fulfilment of the fotlowing conditions:

(i) a the end of the Qffer Period, 698 Capttal and its associates have relevant
interests in the mumber of AEC Shares which is equal to at least 50.1% of the
nmber of ARC Shares then on 155w,

(i) that between the Aznouncement Date and the end of the Offer Period, no
Prescribed Ovcurrence oceurs other than the sale, transfer, disposal or closure of
AECs Sprintex and Bulley Car divisions;

(i) that between the Announcement Date and the end of the Offer Period, no
material adverse change or svent, either individually or in agaregate, ooturs, is
announced or otherwise becomes public in relation to the structure, business,
financiel or trading position or condition, assets or liabilities, profitability or
prospects of ABC or its subsidiaries, taken as 2 whole; or

{iv) that between the Announcerent Date and the end of the Offer Period, there ars
1o requisitions, disposals or other transactions, actions, proceedings,
circumstances or changes in circumstances which are likely 1o involve a
material change in the manner in which AEC or any of its subsidiaries conduct
their businesges of is likely 1o affect any material asset of AEC or any of its
subsidiaries, other than the sale, transfar, disposal or closure of AEC's Sprintex

and Rullet Car divisions.
®) Each of the conditions in paragraph 4.10(2) is a separsie and distinct condition and none of
the conditions in paragraph 4.10(a) shall be taken to limit the meaning or effect of any other
condition,
(&} Each of the conditions set out in paragraph 4,10(a) is 2 condition subsequent.
(d) ‘The breach or non-fulfilment of any of the conditions in paragraph 4.10(a) does not prevent

a contract to sel! zny of the Aceeptance Shares resulting from aceeptance of this Offer, bust if
in respect of any condition in paragraph 4. 10{a):

(i 60% Capital has not deelared all Offers to be free from the conditions in
paragtaph 4.10{z) before the date applicable under sub-section G50E(1) of the
Corporations Act; and

(i) the conditlons in paragraph 4.10(x) have not been fulfilled st the end of the
Orffer Period,

all contracts resulting from the acceptance of Offers and all acceptances that have not
resulted in binding contracts are void. In such a case, 698 Capitat will:

(i) return the Acceptance and Transfer Form (if any) together with all documents
forwarded by you 1o the address shown in the Acceptance and “Transfer Form,
and

(iv} notify SCH of the lapse of the Offer in accordance with Rule 16.8 of the SCH
Business Bules.

(e) Subject 1o the provisions of the Corporations Act, 698 Capital alone shall be entitled 10 the
benefit of the condirions in paragraph 4.10(s) and any non-fulfilment of such conditions
may be refied upon only by 694 Capital,
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43 Subject to section 650 of the Corporations Act, 698 Capital may, st any time at its sole

411

412

4.13

414

discretion, declare all Offers, and any contracts resulting from acceptance of atl foers.free
grom all or any of the conditions referred to in paragraph 4,10(g) by giving notice (0 witing
to AEC, This notice may be given in relation to the conditions in:

{i) paragraph 4.10{z) (other than paragraph 4,10(a)(1)) - not less than seven days
hefore the end of the Offer Penod; or

(i) paragraph 4,10(a)(i) - not Later than three Business Days after the end of the
Offer Petiod.

(8 The date for giving the notice ot the status of conditions required by section 630(3) of the
Corporations Actis[* -, 7.7 1] 2003, subject 10 veriation in accordance with sub-section
630(2) of the Corporations Act if the period during which this Offer remains open for
acceptance is extended,

(h) In testing whether the condition in sub-paragraph 4.10(2)(i) has been met, any relevany
interests that 598 Capital has merely because of the operation of section 608(3) of the
Corporations Aut {relevant interests from holding 20% or greater voting power in 4 bady
corporate) will be disreparded.

withidrawal of Cffer

Ta accordance with section 6528 of the Corporations Act, this Offer may only be withdrawn with the
written consent of ASIC which consent may be given subject to such conditions (if any) as are specified
in the consent of ASIC. If that happans, 698 Capital will send 2 notice of withdrawal to AEC gnd to
each person to whomn a Offer has been made.

Varintion

698 Capital wey at any time, and from time to tirue, vary this Offer in accordance with Part 6.6 of
Chapter 6 of the Corporations Act.

Brokerage and fransaction faes

All costs and expenses of the preparation of this Statement, the praparation and circulation of the Offer
and the transfer of ARC Shares as a result of acceptance of an Qffer will be paid by 698 Capital,

As long as the Acceptance Shares are registered in your name and you deliver them directly to 698
Capital, you will not incur any brokerage in connection with your acceptance of this Offer, If you bold
the Acceptance Shares through a bank, broker or other nomines, you should ask your bank, broker or
other nominee whether it will charge any transaction fiees or service charges in connection with your
acceptance of this Offer.

Notices and return of documents

(a} Subject to the Corporations Act, 2 notice or other comrnunication given by 698 Capital to
you in connection with the Offer will be deemed to be duly given if it is in writing and:
(i is delivered at your address as recorded on the register of members of AEC or
the address shown on the Acceptance and Transfer Form, or
£y is sent by prepaid ordinary mail, ov in the case of any address outside Australia,
by prepaid airmail, to you at either of those addresses.
(&) 1
@ . this Offer is withdrawn after your Acceptance and Transfer Form has been sert
10 698 Capital, but before it has been received; or
{in for any other reason 698 Capital does not acquire AEC Shares 10 which your

Asceprancs and Transfer Form relates,
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698 Capital will despatch at your risk your Acceptance and Transfer Porm together with all
other docurnents forwarded by you to your address as shown on the Acceptance and
Transfer Form or such other address as you may notify in writing to 698 Capital by, where
such address is inside Austratia, prepaid ordinary post or, where such address is outside
Australia, prepaid armail.

(5] Any notices to be given by 698 Capital to AEC under the Offer may be given to AEC by
] leaving them at, or sending them by post to, the registered office of AEC; or
(i) serving 2 copy of such notice personally on any director of ABC who resides in
Australia.
(d) Any notives to be given to 698 Capital by you or by AEC under the Offer may be glven to

698 Capital by delivering them or sending them by post to 698 Capital {or other meand
provided for in this Statement),
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5.2

5.3

Provision of cash considéeration
Cash consideration

The consideration for the acquisitlon of your AEC Shares under the Offer is to be satisfied wholly by
payment in cash,

Amount payable

Based on the number of AEC Sharey on issue at the date of this Statement, the maximum amount of the
consideration payable by 698 Capital if it receives acceptance for all AEC Shares (ther than those it
already owns) will be approximately $1,356,430.,

sSource of funds

The cash required to pay the consideration under the Offer, together with amounts necessary {0 cover
transaction costs will be funded from 698 Capital's internal cash resources, which reprezent shareholder

capital,

As at the date of this Statement, 698 Capital has reserved US dollars equivalent to $1,500,000 for the
acquisition of the ABC Shares and related costs. This amount is based on the exchange rates applicable
a5 7t the date of this Statement. These funds are held with Standard Chartered Bank, Hong Kong and
can be accessed by 698 Capital at call and without restriction.
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6. Yax considerations in relation to the Offer

6.1 Introduction

The follgwing i¢ a gencral deseription of the Australian income, CGT, GST and stamp duty
consequences for AEC Shareholders of the acceptancs of the Offer. The comments set out below are
relevant only to those AEC Shareholders who hold their AEC Shares as capital assets for the purpose of
investment.

AEC Shareholders who are not resident in Australis for tax purposes should take into account the tax
consequences under the laws of their country of residence, as well as under Australian law, of
acceptance of the Offer. The following summary is intended only for AEC Shareholders resldect in
Australia for incomes tax purposes, Furthermore, this summary is not intended for AEC Sharehoiders
who acquired their shares in respect of their (or an assoctate's) employment at AEC (or an associated
company).

The following deseription is baged upon the law in effect at the date of this Statement, but it s not
intended 10 be an zuthoritative or complete statement of the law applicable to the particular
cirenmstances of every ABC Shareholder, AEC Shareholders should seek independent professional
advice in relation to their own particular sircumstances.

6.2 Acceptance of the Offer and disposal of AEC Shares - capital gain or loss

The sale of your AEC Shares pursusnt to the Offer will invelve the disposal by you of your AEC Shares
by way of transfer to 698 Capital. This change in the ownership of your AEC Shares will constitute a
CGT event for Australian CGT purposes. The date of disposal for capital gains tax purposes will be the
date that you accept the Offer. if; for any reason the Offer does not procesd, no disposal event will
oo and no CGT implications will agise.

Xf you are an Auswralian resident you may make a ¢apital gain or a capial loss, depending on whether
your capital proceeds from the disposal of your AEC Shares are more than the cost bese (or in some
cases, the indexed cost base) of those shares (in which case a capital gain would arise), or whether the
capital proceeds are less than the reduced cost base of those shares (in which cage 3 capitad loss would
arise).

The capital proceeds of the CGT event will be the cash received by you in respect of the disposal of
your AEC Shares.

The cost base of AEC Shares is penerally their cost of acquisition plus any incidental costs of
acquisition (such as brokerage and stamp duty).

Depending on when you acguired your AEC Shares, different CGT concessions may apply. Specific
rules determine when you acquired your AEC Shares, Cenerally this is the dato of acguisition,

I the AEC Shares wers acquired at or before 11:45 am on 21 September 1999 and held for more than 12
monthe before their disposal, an AEC Shareholder who is an individual, a complying superannuation
entity or the trustee of a trust may elect to adjust the cost base of the AEC Shares 10 inchade indexation
by reference to changes in the Consumer Price Index from the calendar quarter in which the AEC Shares
were acquited until the quarter ended 30 September 1999, AEC Shareholders which are companies will
be entitled to include that indexation adjustmen without making an election if their AEC Shares were
acquired a1 or before 11:45 am on 21 September 1999 and held for more than }2 months before their
disposal. However, those indexation adjustments are taken into account only for the purposes of
ealcutating capital gaing; they are ignored when calculating the amount of nny capital loss.

ARC Shareholders who sre individuals, complying superannuation entities or wustees and who do oot or
cannot elect to adust their cost base for indexation (as cuttined above) can discount the amoupt of their
net capital gain if they have held their AEC Shares for more than 12 montha before the date of disposal
(referred to as the "CGT Discount™), For individugls and trustees the discount tate is 50% and for
complying superannuation entities the discount rate is 33%%.

AEC sharcholders which are compaties do not qualify for a CGT Diseonrt.
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Capital gains and capital losses are apgregated to determing whether there Is a net capital gain If's0,
that net capital gain is included In assessable income and is subject to inoome tax. Capite! losses roay
1ot be deducted apainst other invome for income tax purpoescs, but may be carried forward to offset
apainst fiturs capital gains,
6.3 Stamp duty and GST

No GST is payable on the transfer of ABC Shares pursuant to the Qffer,

To the extent that eny stamp duty is payable on the transfer of AEC Shares pursuant to the Offer, this
gtamp duty wilt be paid by 698 Capital,
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7. Additional information
71 AEGC securities

Basad on docurnents Jodged by AEC with ASX, the total number of AEC Shares on issus at the date of
this Statement are 169,342,036,

As atthe date of lodgement of this Statement with ASIC, 698 Capital had a relevant interest in
33,699,065 AEC Shares and 698 Capital had voting power in AEC of 19.9%.

Tmmediately before lodgement of this Statement with ASIC and immediztely before the first Offer was
sent, 598 Capital did not bave a relevant interest in any other AEC Shares,

7.2 Dealings In AEC shares

On 20 June 2003, 668 Capital entered into & share purchase agreement with LIM Asia pursuaat 10 which
it acquired 4 relevant imerest in a total of 33,699,065 AEC Shares. The consideration paid by 698
Capital pursuant to the share purchase agreement was $335,644 or 0,996003% cents per AEC Share
acquired. Completion of the sale and purchase of the AEC Shares the subject of the share purchase
agreement occurred on 20 Tune 2003,

7.3 AEC debts

CEL and 698 Asta Pacific are both related companies of 698 Capital aud owed a total of 85,422,036 by
AEC ag sumpmarized in the following table.

LI

lender ‘Principal amounts S 5 Seedritye L it
CEL $2,100,000 Secured in regpect of initial
advances up to $1,50G,000.
Unsecured In resect of further
advance of $6C0,000,
698 Asia Pacific $3,322,056 Unsecured

fn absence of any earlier evert of default, these debts are repayable on 31 July 2003 or such later date as
the respoctive lender may notfy in wiiting to AEC. Further details reparding these Jdebts are set out
bealow.

CEL Facility

On 13 January 2003, CEL entered into 8 Loan Agreement with AEC pursuant 1o which CEL agreed 1
provide a loan facility of $1,500,000 to AEC. By a Deed of Variation dated 20 June 2003, the amount
of the loan facility was increased to 52,100,000

\
The principal terms of the Loan Agreement (as amended by the Deed of Variation) ace follows;

. In the absence of an esarkier event of default, the repayment date for all amounts outstanding
under the facility s 31 July 2003 or such later date as CEL may notify in writing to AEC.

v The interest rate payable by AEC is the sum of the "Corporate Loan Reference Rate
quoted by the Commonwealth Bapk of Australia plus 1% per annwm.

* Interest accrues on 4 dally basis umil the prinsipal amount together with any interest which
has accrued in respect thereof is repaid in full,

. Interest is payabie at the end of each 30 day interest period,

. Interest may be capitalised by AEC and if AEC does not pay interest by the end of the

relevant interest period AEC it taken to have made an election that interest be capitalised.
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Additional information
. Al advances made by CEL prior to 20 June 2003, together with any interest which hag

accrued or will aconies in respect thereof, are secured by a fixed and floating charge over
gl of the assets and undertakings of ABC.

. Advances made by CEL on or after 20 June 2003 are unsecured.

The {oan famlity has been fully drawn down by AEC.

698 Asia Pacific Dobt

On 20 Jung 2003, 698 Asia Pacific, entered into, and completed, a debt purchase agreement with LIM

Asla pursuant to which 608 Asia Pacific took an asgignment of an unsecured debt of $3,322,056 owed

by AEC to LIM Asia. The consideration paid by 698 Asia Paclfic pursuant to the debt purchase

egteemnent was $414,356.

The terms of the debt are as follows:

. 698 Asia Pacific will not demand or otherwise require payment, assign or otherwise deal
with the debt until 31 July 2003 or such later date as 698 Aszia Pacific may notify in writing
10 AEC, Thereafter, the debt is repayable on demand.

. Interest is paysble on the principal amount of the debt at the rate of 6% per annum on 31
December and 30 June each year in arrears.

. Interest accrues on o daily basts until the debt together with any interest is repaid.

. All accrued but unpaid interest is capitalised on the due dute for payment and will bear
imterest at the rate of 6% from the date of capitalisation up to and including the date of
actual payment.

. The debt is unsecured,

Notice of the assignment of the debt has been provided to AEC. AEC has acknowledged the assignment
and agreed to comply with the terms of a notice of assignment given to it by LIM Asia which requires
the debt to be paid to 698 Asia Pacific.

74 Particulars of dealings
{a) Except as set out in this Statement, neither 698 Caphal nor any associate of 698 Capital
provided, er agresd to provide, consideration for any AEC Shares undet & purchase or

agreement during the four months before the date of lodgement of this Statement with
ASIC.

(o) Except a3 set out in this Statement, neither 698 Capital nor any associate of 698 Capital gave
ot offered to give or agneed to give a benefit 1o another person during the period of four

manths before the date of lodgement of this Statement with ASIC where the benefit was
likely to induce the other person, or an essociate of that person, to:

0] accept any Offer; o

@D dispose of AEC Shaves,

~which benefit is not offered to all AEC Sharcholders under the Offer.
7.5 Date for determining holders

For the purposes of section 633 of the Corporations Act, the date for determining the persons to whom
information is to be sent under items 6 and 12 of section 633(1) of the Corporations Act in relation to
the Offer is 7:00pm (Petth time) om the date of this Statement,
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1.6

7.7

7.8

Adidfironal informalion
AEC's material ASX disclosures

The following documents, which were released to ASX, are set out in the Annexure to this Statement;

(a) AEC's snnouncement dated 15 April 2003,

()] AERC's announcement dated & May 2003,

(c) AEC's announcement dated 9 May 2003;

(3 AEC's announcement dated 4 June 2003;

() AEC's announcement dated 13 June 2003,

() 698 Capital's announcement in relation 1o the proposed Offer dated 23 June 2003; and
(3] AEBC's announcerent dated 25 Tune 2003,

Consents

Dr Daniel Wi has given his consent to sach statement by him, and to each statement said in thig
Statement 1o be based on a statement by him, being included in this Statement in the form and contest in
which it is included. Dr Wy has not withdrawn that consent before this Statement was lodged with
ASIC,

Mr Thomas Liu bas given his congent to each statement by him, and to each statement said in this
Statement to be based on a statement by him, being included in this Statement in the form and context in
which it is included. Mr Lin has not withdrawn that congent bafore this Staternent was lodged with
ASIC,

Mr Arthur Wang hes given his consent 10 each statement by him, and to each statement said in this
Statement to be based on a statement by him, being incloded in this Statement in the form and context in
which it is included. Mr Wang has not withdrawn that consens before this Statement was lodged with
ASIC.

Mir William Lee has given his consent to each statement by him, and to each statement s#id in this
Statement 1o be based on a statement by him,_ being included in this Statesment in the form and context in
which it is included. Mr Lee has not withdrawn that consent before this Statement was lodged with
ASIC.,

Computershars Investor Services Pry Ltd has given its consent 10 being named in this Statement in the
farm and context in which it is inchaded, Computershare Investor Services Pty Ltd has not withdrawn
that consent before this Statement was lodged ‘with ASIC,

No other material information

There is no other information which:

(8) is material to the making of the decision by a person to whom the Offer is made whether or
not to accept the Offer;

{b) i known to 698 Capital, and

(&) has net previousty been diselosed to the holders of AEC Shares,

other than as diselosed in this Statement,
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Degfined termys and frmerpreiion
8. Defined tenms and interpretation
a1 Defined terms

In this Statement and each Acceptance and Transfer Form the following words have these meanings
unless a contrary intention or the context otherwise requires:

"§98 Asia Pacific” means 698 Capital Asta Pacific Limited, a company incorporated in British Virgin
Eslands,

"§9% Capital” mesns 698 Capital International Limited ARBN [7%:7),  company incorporated in
British Virgin Tslands.

1§98 Capital Group™ means the corporate group comprising 698 Capital and each of s sontrolied
entities. .

"Aeceptance and Transfer Form™ means the acceptance form encloged with, and forming part of the
Offar,

" Aceeptance Shares” means AFC Shares to which an acoeptince of the Offer relates, as determined in
accordance with the terms of the Offer.

" AFC" means Advanced Engine Components Linited, ACN 00% 081 770 of 14 Energy Streot, Malaga,
WA 6090,

*AEC Group™ means the corporate group comprising AEC and each of its controlled entities.

" AFC Shareholder” means a holder of AEC Shares.

# AEC Shares® means fully peid ordinary shares in the capital of AEC end afl Rights attaching to them.
" Apnooncement Pate” means 23 June 2003,

YASIC™ means the Australiag Securities and Investments Commission,

"ASX " means Australian Stock Exchange Limited,

"Broker" means a person who is a share broker and a participant in CHESS.

"Broker Partitipant™ means a broker participant under the SCH Business Rules.

#CEL" means Commonwealth Bquity, Limited, 2 company incorporated in British Vi'rg‘m Islanda.
*CGT™ means capital geins tax.

~CHESS" means Clearing House Electronic Subregister System, which provides for the electronis
trmsfer of securities in Australia,

*CHESS Holding" has the meaning set out in the SCH Business Rules,

*Coatrolling Participant™ menans the Broker or Non-Broker Participant who is designated as the
controlling participant for shares in a CHESS Holding in sccordance with the SCH Business Rules,

»orporstions Act™ means the Corporations At 2001 (Cth).

"Issuer Spontored Holding" means a holding of AEC Shares on AFC's isuer sponsored sub-register
of AEC Shares.

LIV Asia" means LIM Asia Arbitrage Fund Inc, incorporated in British Virgin Tslands.

"Listing Rules" means the Listing Rules of ASX,
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Defined rerms and interpretation
"Non-Broker Parlicipant” means a nonsbroker participant under the SCH Business Rules.

"Offer” means 608 Capital’s offer, set out in section 4, for AEC Shares on jssue at 7:00pm (Perth time)
on the date of the Statement,

“Offer Period” means the period or extended period during which the Offer is to remain open in
accordance with section 4.4.

"person” means an incorporated or unincorporated body or association as well as a natural person.

"Preseribed Qceurrenge” means any of the following events:

{a) AEC converts all or any of its shares into & larger or smaller number of sheves;

(t) AEC or & subsidiary of AEC resolves to reduce its share capital in any way,

() AEC or a subsidiary of AEC:
(i) emers into a buy-back agreement, or
(ii) tesolves to approve the terms of a buy-back agreement tmder section 257C(1) or

section 2570(1) of the Corporations Act;

{d) AEC or a subsidiary of ARC issues shares, of grants an option over its shares ot agrees to
make such an Issue or grant such an eption;

{e) AEC or 3 subsidiary of AEC issues, or agrees to issue, convertible notes;

{f) AEC or a subsidiary of AEC disposes, or agrees to dispose, of the whole, or a substantial ‘
part, of its business or property,

(&) AEC or a subsidiary of AEC charges, or sgrees to charge, the whole, or 2 substantial part, of
its businsss or property;

m AEC or a subsidiary of AEC resolvis that it be wound up,

(i the appointment of a iquidator or provisional liquidater of AEC or of & subsidiary of AEC;

) the making of #n order by & court for the winding up of AEC or of a subsidiary of AEC;

[44] an administrator of ARC, or of a subsidiary of AEC, being appointed under section 4364,
4368 or 436C of the Corporations Act;

()] AEC or & subsidiary of AEC executing o deed of company arvangeroent, or

(m) the appointment of a receiver, or a Teceiver and marager, in relation to the whale, ora

substantial part, of the propesty of AEC or of a subsidiary of AEC.

"Rights" means all acerstions and rights attaching to or arising from AEC Shares after the
Anncuncement Date (including, without limiting the generality of the foregoing, all rights to receive
dividends, bonuses or other share of AEC's profits and assets as well as all rights to receive or subscribe
for shares, stock units, notes or options and all other distributions or entitlements declared, paid or
issued by AEC).

“SCH™ means the securities clearing howse which administers CHESS it Australia.
vSCH Business Rules” means the rules of SCH fram time to time.
"Siatement™ means this bidder's statement in respect of the Offer given by 698 Capital pursuant to Part

6.5 of Chapter 6 of the Corporations Act and in compliance with the requirements of sections 636 and
637 of the Cotporations Act.
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Defined terms and inferprettion
wIakegver Transferes Holding™ has the meaning set out in the SCH Buginess Rules,

*your AEC Sharcy” means all of the AEC Shares, the subject of the Offer, in respect of which you are
registered as holder as at 7:00pm (Perth time) on the date of the Statement.

8.2 Interpretaton
(&) Terms used in this Statement have the meaning (if any) given to them in Chapter 6 of the
Corporations Act or the SCH Business Rules unless that meaning is inconsistent with the
context in which the ternr is used.
1) In this Statement;
)] headings are for convenience only and do not pffect the meaning of the

paragrapha they introduce;

and unless the context otherwise requires;

(in the singnitar includes the plural and vies verse,

(lif) words importing any gender Include any other genders;

() references to persons include corporations,

A4 appendices to this Statement form part of this Statement;

{vi}) references to patagraphs, sections of annexures are 10 paragraphs, sections of

annexures in this Statement; and
{vii) references 1o "dollar®, *$* and "vents® are refevences to Australian curency.
Dated: 4 July 2003

SIGNED o ‘-r. bebalf of 698 Capital International Limited, by Thomas Liv, Director, who is authorised to sign this
nt-f5Tdwing 4 resolution passed by the directors of 698 Capital International Limited.
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Annexure
AEC ASX Disclosures
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ADVANCED ENGINE COMPONENTS LIMITED

ACH: 00D GE1 770

& May 2003

Company Announcements Office
The Australion Stock Exchange Limited
Exchange Cenire

20 Bond Streat ‘ ‘
Sydney NSW 2000 AX. 08.9209 “?951“‘
Dear Sir/Madam www.advancedengine.com

RE: Market Update = Capital Raising

The Directors announce that Commonwedaith Equity, Lid (CEL} have withdrawn from the
$9 million subscription of shares into the Company as announced to the markel on 15
January, and the Compony has determined o reserve its rights in relation 1o the
withdrawal. The ioan facility provided by CEL continues and will expire on 31 May 2003.

The Board is discussing with Interested parties alternative fundralsing opportunifies for the

Compony.

Yours Sincerely

Jamie Scoilnge
Company Secrotary

i, sk TR
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ADVANCED ENGINE COMPONENTS LIMITED
ACM: DD3 GE) 770

|14 ENERGYST. .
9 May 2003 " MALAGA 690"

Company Announcements Office
The Australian Stock Exchange Limited
Exchange Centre

20 Bond Streeat

Sydney NSW 2000

Dear Sir/Madam www.advoncedengine. com

RE: Boord Changes

The Company announces the resignation of Mr Anthony Homilton as Managing Director
and Mr Steve Apeddile as NorrExecutive Director (Asian Projects), effective at today's
dafe.

Further, the Company announces the appointment of Mr Graham Leslie Keys, Mr George
Long, Mr Dean van Drasek, Mr Michael Nacson and Mr Peter lermyn as directors.

Yours Sincerely

Jamle $coringe
Company Secretary

BUELLET

ASX RELEASE
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ADVANCED ENGINE COMPONENTS LIMITED

AGN: DDG 481 770

14 ENERGY 5T
MALAGA £070
WESTERN AUSTRALIA

PO BOX 3124
MALAGA 6050
4 June 2003 WESTERN AUSTRALIA

PH: (8 Y209 4900
FAX: 08 9207 6997

. ncedengine.com
Compeny Announcements Office www.odvancadeng

The Australian $tock Exchange Limited
Exchange Centre

20 Bond Sireet

Sydney NSW 2000

Pear Sir/Madam

RE: Direclor Resignation

The Company cnhéunces the resignation of Mr Peter Jermyn as non-executive director.

Yours Sincerely

Jamie Scoringe
Company Secrotary

nuwﬂ m& W
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New issue anpouncement

Rule 2.7.3.10.3, 3,184, 3105

Appendix 3B

New issue announcement,
application for quotation of additional securities
and agreement

Infarmation or dovuments net available now mast be given 1o ASX ar soon ar available,  frformalion and
documents given to ASX bevome ASX's property and may be made publie,

tntroduced WA, Originc Appatilix . Amended i7/98, (P70, \IT2000, I0eRr20R, 1132002, 171172003,

Mame ¢f entity

ADVANCED ENGINE COMPONENTS LIMITED

ABN

67 009 081 770

We (the entity) g-iva ASX the following information.

Part 1 - All issues

Fou must complete the relevant sectivns (attach shoets iffthere is nol envugh space).

+Class of *securities issued or to be
issued

MNumber of *securities issued or to
be issued (i known) or maximum
nummbet which may be issued

Principal tetms of the ‘securitles
(e, if options, exercise ptice and
expiry date; if  parly paid
*securities, the amount outstending
and due dates for payment, if
*convertible secutities, the
conversion price and dates for
conversion)

CRDINARY

7,500,000

FULLY PAID

+ See chapter 19 for defined terms,

LA72003

Appendix 38 Page 1
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Appendix 3B
New Issue announcement

4 Do the *securities cank equally iv 2lt | YES
respects from the date of alletment
with an existing *cliss of quoted
*securities?

If the additional securitics do not

rank equally, please state:

» the date from which they de

« the extent to which they
participate for the next dividend,
(in the case of a wust,
distribution) or interest payment

» the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest paymeni

5 Tlssue price or consideration $0.046 FER SHARE
6  Purpose of the {3sue ISSUE MADE IN CONSIDERATION OF
(If tssued as consideration for the SERVICES RENDERED
acquisition of assets, cleatly identify
those assets)
s
7 Dates of enterlng “securitles ipto | 09 MAY 2003 Pl
uncertificated holdings or despatch
of certificates
Number *Class
g Number and  *elass  of all | 169,342,036 ORDINARY

*gecurlties quoted on ASX
{including the securities in clavse
2 §f applicable)

+ See chapter 19 for defined terms,

Appendbx 3B Page 1 17172003
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Appendix 38
New issue announcement

32 How do *sceurity holders dispose
of their eniitlements {except by sale
through a broker)?

33 *Despatch date

Part 3 - Quotation of securities
You rued only compiete this section if ¥ou are applying for quotaiion of securities

34  Type of securifies
{tick one)

(&) v Securities described in Part 1

(b) Al other securities

Example restricted securities ar e end of the svoowed peclod, partly pikd securities fMat beoomaes Mlly paid, amployes
incenlive shits seorities when resiriclion ends, secwities ismed on supiry or conversion oF genvertibie scamitics

Entities that have ticked box 34(a)

Y
Additional securities forming a new class of seeurities

Tick to indicate you are providing the information or
dosnments

35 v If the "securities are tequity securities, the names of the 20 largest holders of the
additiosal “seeurities, and the number and percentage of additional *securities held by
those holders

Halder: MARGRAVE HOLDINGS LTD
Number: 7,500,000 SHARES
Percentage of additional securities: 100%

36 v If the *securities are ‘equity sccurities, 2 distribution swhedule of the additionat
*secarities serting out the number of holders in the categories
| - 1,000
1,001 - 5,000
5.00] - 14,000
10,601 - 100,000
100,000 and ovet

100,001 and over - One

37 I:I A copy of any trust deed for the additional *securities

+ Bee chapter 149 for defined terms.

/172003 Appendix 38 Page §
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Entities that have ticked box 34(b)

38

39

40

41

42

Number of securities for which
*quotation is sought

Class of *secutities for  which
quotation is sought

Do the *securities rank equelly in all
respects from the date of allotment
with an existing *class of quoted
*securities?

If the additional securities do not

rank squally, please state:

& the date from which they do

e the extent to  which they
patticipate for the next dividend,
(In the ecase of a trusy
distributiony or interest payment

o the extent to which they do sot
renk  equally, other than in
refation to the next dividend,
distribution or interest payment

Reason for reqoest for quotation
now

Exampia: b the case of resricied soewrittas, end of
Yestriction perlod

(if issued upon conversion of
another security, clearly identify that
other security)

Number

~Class

Number and *class of all *sccuritics
quoted ot ASX  (irefuding  the

securities in clause 38)

+ Bet chapter 19 for defined terms.

Appendix 3B Page 6
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Quotatlon agreement

1 “Quetation of our additional *securities is in ASX’s absolute discretion. ASX may
quote the *securities on any conditions it decides.

2 We warrant the following to ASX.

The issue of the "securities to be quoted complies with the law and is not for
an illepal purpose.

‘There is no reason why those *securities should not be granted *quotation.

An offer of the “securities for sale within 12 months after their issue will
not require disclosure under section 707(3) or gection 1012C(6) of the
Caorporations Act.

Mote: An entity mury noed b oblain APproprinte wisanris Mom subsczibers for the seamities in trder fo b abie o give
His swartanty

Seetion 724 or section 1016E of the Corporations Act does not apply to any

-applications received by us in refation fo any *securities to be quoted and

that no-one has any right to retum any *securities to be quoted under
sections 737, 738 or 1016F of the Corporations Act at the time that we

~geqguest that the “recurities be quoted.

We warrant that if confirmation Is required under section 1017F of the
Carporations Act in relation to the *securities to be quoted, it has been
provided at the time that we request that the “securities be quoted.

If we are a trust, we warrant that no person has the right o return the
+gecurities to be quoted under section 1019B of the Corporations Act at the
time that we request that the “securities be quoted. ‘

+ See chapter 19 for defmed terms.

1/1£2003

Appendix 3B Pags 7
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Appendix 3B
New issue apuouncepent

3 We will indemnify ASX to (he fullest extent permitted by law in respect of any
claim, action or expense arising from or connected with any breach of the warranties

in this agreement.

4 We give ASX the information and documents required by this form. 1 any
information or document not available now, will give it to ASX before *guotation of
the *securities begins. We acknowledge that ASX is relying on the information and
documents. We warrant that they are (will be) true and complete.

Sign here: S Py DAEE: oirusrroreminieiramans

Print DAMET  cerirrreeeimsmmmarmssmees s smn rmareemtstsbirnar

+ See chapter 19 for defined terms.

Appendix 3B Page 8 112000
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FILE No. 004 22.06.'03 12:40 1D:CLAYTON UTZ SOLICITORS  +61 8 04263433 PACE 1

CLAYTON UTZ

Sydney Malboume Hrishane Pearth Canbera Darwin Ciaﬁ:. 4]+

Bonk'West Tower

10R &t. (Genrges Teirace
Fax Perth WA 5000
23 June 2003 Augtralia

GPO Boa P1214

Perth WA 6844
The Company Announcements Offioe ‘;‘ ﬁs: :;:;? 233‘,’
f:::r]a‘l‘mn Stock Exchange Limifed e e
20 Bridge Street

SYDNEY NSW 2000

1000 999 279

Our reference: 6001 1/60060/600p2493
Nurber of pages-5
Dear Sirs,

698 Capital Internatlﬁ::ul Limjmd - Takeover Bid for Advanced Engine Components Limited

We act for 698 Capital Internatignal Lisnited ("698 Capital").

On behalf of 698 Capital, we englose an announcement relating to 698 Capital's proposed takeover bid for
Advanced Engine Components Lirnited involving an offer for all of the ordinary shares inghat cotmpany.

Yours faithiully

Logl~ e

Will Moncrieff

Partner

+61 § 9426 8541
wmenerieffi@claytonutz.com

Contact: Nino Odotisio
Senior Associate

+61 & 9426 8292
nodorisic{@elaytonutz.com

Five T Eormmation containca I i fcsiolle pressage iy b centidentiel inforaaslon, and mwy alea be the subject of logal proforslonal privikega. W
you v not sha wiovded matipient, any use, Piscioure or copylag of this docurren. b unsulberisod. 17 you hmye reselved thiz dosument n oo,
please selephone +61 B 9426 $000,
485534




FILE No.B6% 04.07.°03 13:46  [D:CLAYTOMUTZ FAk :+I3226586 PAGE
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TRV it
498 Capltal Intemptional Limited Jr e | e
www.sdticapisleom | Centtl Xerg
29 Juna 2003
Compuny Anoouncenenis Office
Anstralian Stock Eachange Linited
Exchange Centre
20 Boned Street
SYDNEY NSW 2060
Dmar Sisy
Takeaver Offer for Advanced Engine Components Limited ABN 67 002 081 770
698 Capitl International Lim (698 Capital") anncunccs its intmlivn 1 make an off-market takaover
offer ("Offor") for thase share in Advaneed Engine Components Limnited ("AEC") thut i does not
alrcady own, ‘

9% Capital v u priveie investinent fira based in Hong Fong and focused on high growlh investment
opporunitles in the Ada Picific region,

€98 Capita) will offer 0.9961 gents ia cush per ARC ghare.
698 Cupital currently owns 19.9% of AEC shares op issoc,

e Shares by AEC are correndly sjspanded from frading. The Offer represania an oppertanity for AEC
shercholdars wishing to pell their share 10 exit the company, .

The Offer may voly bs d in respect of nll (a8 oppesed fo part) of an AEC shaseholder's shares in

the compuny.

Tha Orfrer s subject tou n of defeating conditons, which ars sel tat in foll in Annesum 1 1o thie

annonncement. 1n sumanary they are:

* 698 Capital wnd itg associstas huving & ralovand interest In at Joast 50.1% of tho sambar of
ATIC wriares on lssye;

. no prescribed occymnce In section 6320 of thie Corporations Act nconring in reliion v
AEC, other than the sale of AEC's Spristex and Bullet Cac ivisions;

’ no event, change of condition veenrring, hns been unmounced, of beroming knows to 698
Capital which has had, or is rensonably Tikely to have, 1 muterial adverss effoct on the AEC
gruugy and

. no acquisitions, digposnls O other transacrions accurring which are likely to involve u matsria
change in (he mnnEin which tha AEL group conduct ity business or affects any Tnuterial
asact of the AEC geoap, other than the sale of ARC's Sprintox aml Butlet Cor Jivisions.

PERWORKDOCEWRM RN 15 S
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698 Capitel intenls to declars j1 bid wnconditlonai 1 rustnesa duy alr 1t haa acquired il lenst 30.1% of

1he ABC shares providud that gt that time no defeating conditions have been breached.

598 Cupital will pay all sh decs who accept the Offer within 7 days of the daic of their scceplumve Of
the date the Offer becomes onditionud, whichever is lowr, and [n any eveat {ussurming the OFfer

Becemas unconditional), a0 lufr than 7 days ufter the end of the Offet Feriod.
698 Capital will pay 3l stamp Kuty on the tnsfir of shares tA 698 Crphal under the Ofer,

It is intonde thes tne acqulsitibn of ARC will be funded from existing intsran] resourcos of 698 Capital,

698 Capital will nse its best crdeayours lodge the Biddeds Seatarnent with ASIC within L4 days ol the
dota of this announcerpent and to disputch (he Bidders Statsroent 1o ABC sharshaldery 1440 21 days

therenfter, o & such eaclier e as the directory of 698 Caopital and AEC may agree.

Youry falthiully

Director

FER WORKDOCSVODGIGETTYS.
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Gonditions of the Offer

— L

Annexuré 1

The Offer and sny contract arising from acceplance of the Offer is subject to the fulfilment of the

following conditions!

PERWORKDOCIGO0E0'6R0934 4

Minimum acceptance condition

At the end of the Offer Period, 698 Capital and its essociates have televant interests in the
pumber of ARC shareq which is equal to at least 50.1% of the number of ABC shares then on

ibsue.

Preseribed occnrronces

That between the date pt this anmouncement ("Amouncement Date”) and the end of the Offer
Period, no Prescribed Qcowrence occurs other than the sale, ransfer, dispesal or closure of

AEC's Sprintex and Byliet Car divisions.
"Preseribed Ocourrence” means any of the following events ocour:
{a) AEC convefts all or any of its sharés into a larger of smaller number of shares;

(&) AEC or & subsidiary of AEC resolves to reduce its ghare capital in any way;

{c) AEC or a sybsidiary of AEC:

{i ters into o buy-back agroement; or
(i) solves 1o approve the terms of & buy-back agreement under seetion
57C(1) or section 257D(1) of the Aet;
(d) AEC or 2 subsidiary of AEC jssucs shares, or gfants an option over its shares or

pgrees to myke such an issue or grant such an option;

(e) AEC or a sibsidiary of AEC issues, or agrees to igsue, convertible notes;

n AEC or a sibsidiary of AEC disposes, or agrees to dispose, of the whole, or a
subatantial ﬁuaﬂ, of ita buginess of propenty;

(g) AEC or a sbsidisry of AEC charges, ar agrees to charge, the whole, or 3
subatantial patt, of its busmess or property;

(h) AECora sxlbsidiary of AEC resolves that it be woumd up;

() the gppointient of e liguidator or provisional liquidator of AEC or of a subgidiary
of AEC,

) the making pfan order by a court for the winding up of AEC or of 8 subsidiary of
AEC;

(1R an administiator of ABC, or of a subsidisry of AEC, being appointed inder section
436A, 436H or 436C of the Act;

M AEC ora sbsidizry of AEC extcuting 2 deed of compeany arrangement; of

(my) the eppointfent of a receiver, or a resciver and manager, in relation 1o the whole, or

a substantia| part, of the property of AEC or of a subsidiary of AEC.
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3. No materiaf adverse fhange
That between the Annpuncement Date and the and of the Offer Pepiod, no materiz] adveris

change or event, eithey individually or in aggregaie, aCouTs, 18 mnounced of otherwiss
becomes public in relaion to the structure, business, financia) or trading position or condition,
assets o liabilities, prafitability or prospects of AEC orits gubsidiaries, taken as 8 whols.

4. No material acquisitipns, disposals or changes in busineas

That between the Ameuncement Date and the end of the Offer Period, there are no
acquisitions, disposalslor other wansactions, actions, proceedings, circmaiances of changed in
circumstances which efe likely to involve a material change in the manner in which AEC or
any of its suhsidiaries ponduet their businesses or is likely to affeet any material asset of AEC
or any of its subsidiari¢s, other than (he sale, transfer, disposal or closure of AEC's Sprintex
and Bullet Car divisi

FERWORKDOCSG0DL0ME0934.4
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ADVANCED ENGINE COMPONENTS LIMITED
AT 003 051 770

14 ENERGY ST
MALAGA 6670
WESTERN AUSTRALIA
25 June 2003

PO BOX 3126

Company Announcements Office ' MALAGA 6090

The Australion Stock Exchange Limited WESTERN AUSTRALIA
Exchange Centre PH: 08 9209 6900
20 Bond Street FAX: 08 9209 6999

Sydney NSW 2000

www.advoncedengine.com

Dear Sir/Madam
RE: Market Update
Loan funding

The Company anncunces that if has entered into o number of ggreements:

1. Toincrease the Loan Agreement facility with Commenwealth Equity, Limited [CEL)
ia $2.1 milion. The ogreement also allows for an extension of the repayment terms
to 31 July 2003, or later as cdvised by CEL.

2 7o enter into a new loan faclity with LIM Asla Arbitroge Fund Inc {LIM Asia) for
$525,000, répayable on 20 June 2004,

$ale of Shares and Assighment of Debt

The Company has received notice that LIM Asia has disposed of 33,699,065 ordinary fully
paid shares in the Company 1o 698 Capital Intemational Limited. .

This reprasents 19.9% of the issued ordinary shares in the Company.

The Company has received notice from LIM Asic that ihe debst of $3.32 million owed by
AEC 1o LIM Asia has been assigned 1o &98 Capital Asio Pacific Limited, AEC owed these
monies o UM Asia as a result of fransactions between NewTel LUmited {NewTel] and LIM
Asia and the mortgaging by NewTel of the debt to LIM Asia.

Takeover Bid

The Company has received an announcement from 698 Capital Infernational Limited
stating its intention to make o fakeover bid for all of the ordinary shares of the Company.
Pursuant to the proposed bid, 698 Capitat International Limited will offer fo acquire afl of
ihe ordinary fully paid shares in the Company of a price of 30.009961 per share. The bid
will be subject to the conditions set out in the announcement by 698 Capital international
Limited.

. S
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ADVANCED ENGINE COMPONENTS LIMITED

ACHM: 0D ¢81 770

The Direclors are in the process of considering the bid by 678 Capital internatienal Limited
and advise shareholders to await further information from the Company before taking
ony action in tis regord.

Yours Sinceraly

Jamie Scoringe
Company Secretary
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- THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION,
[F YOU ARE IN ANY DOUBT AS TO HOW TO DEAL WITH THIS DOCUMENT, YOU SHOULD
CONSULT YOUR BROKER OR YOUR LEGAL, FINANCIAL OR OTHER PROFESSIONAL ADVISER.

Acceptance and Transter Form
{Terms used in this Acceptance and Transfer Form are defined in the Bidder's Statement)

OFFER BY 698 CAPITAL INTERNATIONAL LIMITED ("698 CAPITAL")
for atl your ordinary shares in
ADVANCED ENGINE COMPONENTS LIMITED ("AEC")

Name and Address BARCODE

SRN/HIN

Sub-register Mumber of AEC Shares held Consideration due
{1 cent per ABC Share)

Please note that you may only accept the Offer in respect of ALL of your AEC Shares.

If your AEC Shares are hetd in 2 CHESS Holding you should not accept the Offer using thiz form. To accept
the Offer if your AEC Shares are held in a CHESS Helding please instruct yout stockbroker or CHESS
Controlling Participant to initiate acceptances of the Offer on your behalf,

To accept the Offer if your AEC Shares are held in an Issuer Sponsored Holding you should sign and date
this form and return it, along with the other necessary documnents (refer to the back of this form and section 4.6 of
the Bidder's Statement), so that it is received no later than 7.00 pm (Perth time) on [+ ©.1] 2003, unless the
Offer Period is extended. A pre-paid envelope is provided for this purpose. Overseas residents cannot use
pre-paid post, and should instead return this form by airmail.

To 698 Capital: L'we accept the Offer made by 698 Capital in respect of all my/our AEC Shares, being the shares set
out above, on the terms and conditions of the Offer. I/we agree to be bound by the terms and conditions of the Offer
and transfer all my/our AEC Shares to 698 Capital for the consideration per ABC Share specified above.

Please ensure that your Acceptance and Transfer Form has been properly signed (full instructions everleaf). In the case of
individual or joim shareholders, each sharcholder must sign, Companies must execute this form in any way allowed by law and

any applicable constitution.

Please provide your telephone number so that you may be contacted if neceysary:

Phone: (..., ) S e e e e s Date. / £

Individual or Shareholder 1 Shareholder 2 Sharcholder 3

" Sole Director and ollelcaiﬁp;hy” T ‘Director o Director/Company Secretary

Secretary

We, 698 Capital, through our agent, Computershare Investor Services Pty Limited, collect personal information when you submit
this form 10 process your acceplance of the Offer to purchase your AEC Shares and to administer the purchase and transfer of
those shares. In order to do these things, we usually disclose, and by executing this form you consent fo us disclosing, your
personal information to the follawing organisations (which mey be located outside dustralia): our related bodies corporale; owr
legnl, financial and professional advisors; and organisations to which we cutsource our functions and aelivities (such as our
mailing house). If your personal information is rnot provided to us, we will be wnable 1o do these things. In most caves, you can

gain access to your personal information on request.

FOR FURTHER INFORMATION ON HOW TO ACCEPT THIS OFFER PLEASE SEE REVERSE

. PERWORKDQCEW0060ME9617.1
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HOW TO ACCEPT THIS OFFER
Read the Bidder's Statemnent and this form carefully and decide whether to accept the Offer for your AEC Shares.

To accept the Offer if your AEC Shares arc held in an Issuer Sponsored Holding then, stimply complete and retutn your
Acceptance snd Transfer Form so that it is received po later than 7.00 pm (Perth time) on [75:] 2003, untess the Offer
Period is extended. A pre-paid envelope is provided for this purpose. Overseas residents cannot use pre-paid post, and should
instead return this form by airmail.

To acecpt the Offer if your AEC Shares are held in CHESS Holdings, please instruct your stockbroker or CHESS Controfling
Participant to initiate acceptances of the Offer on your behalf.

HOW TO COMPLETE YOUR ACCEPTANCE AND TRANSFER FORM

Check your details are correct

If you have already sold all of your AEC Shares shown here, do not keep o return this form. Instead, please send it to the Broker
ar Controlling Participant who sold them for you or the transferee.

If you have already sold some of your AEC Shares recently, or if you have purchased further AEC Shares recently, please alter
the number of your AEC Shares shown overleaf to show that number of AEC Shares now held by you and write below the name
and address of the broker or controlling participant who acted for you:

Broker's/Controlling Participanl's NOME: ... oo oo oo o cee bty oo et s s st e s et e
T P P R P TR TR R AL A
TRIEPRONE: v v et vt e oo e com et 110 i e e e A8 LR P L L ST S 1T T e I S

If your ABC Shares consist of two or more separate parcels for the purposes of scction 6538 of the Act, then this Offer consists
of separate corresponding offers in relation to the respective separate parcels. To accept any of those offers that relate to AEC
Shares held in an Issuer Sponsored Holding you mwst give a notice indicating that your AEC Shares consist of a separate parcel
and indicate on this form the number of AEC Shares in the separate parcel to which the acceptance relates (refer to Section 4.5 of
the Biddet's Statcment).

Sign and return the form
Please cnsure that your Acceptance and Transfer Form has been properly signed:

»  All joint holders must sign.
Companjes must sign in accordance with their constitution. Two directors must sign or director and secretary, or sole
director and sole secretary. The common seal must also be affixed if required by the constitution.
1f the document is signed by an attorey, a certified copy of the power of attomey must accompany the form.

e For a deceased estate, the executors or administrator must sign and enclose a certified copy of the probate of letter of
administration.

» For a trust or parmership the signatory must produce the trust insirument, partnership agreement or other authority (o &
certificd copy of if) to act in that capacity acceptable to 698 Capital.

Note: A certified copy of a documnent is a photocopy that has been attested as a true copy of the original by a person authorised
to do so in your State or Territory,

You can remm your Acceptance and Transfer Form in the pre-paid envelope provided or deliver it:

BY HAND DELIVERY TO: OR BY MAIL TO:

Computershare Envestor Services Pty Limited Computershare Investor Services Pty Limiled
Level 2, 45 5t George's Terrace GPQ Box D182

PERTH WA 6000 PERTH WA 6840

Your Acceptance and Transfer Form most be received (at this address or at the Post Office box) by 7.00 pm (Perth time)
en| '] 2003, unless the Offer Period is extended.

FOR FURTHER INFORMATION

If you have any questions about how to fill out this form please call Computershare Investor Services Pty Ltd hetween
9.00am znd 5.90pm (Perth time) Monday - Friday on 1800 001 391 at local rates from within Australia or +61 3 9649 5241
from outside Australia. As required by the Corporations Act, all calls to these numbers will be recorded.

1f you need help in deciding what to do, contact your broker or legal, flnancial ox other professional advisor.

PERWORKDOCS\G0060N680617.1
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FROM &

THOMAS AMD MALYMNA PHOME NO. : B52 2914 1684 Jul. B4 2083 12:28RAM P29

Corporations Act 2001
Section 633(4)

Notice for Date for Determining Holders of Securities

Company Announcements Office
Australian Stock Exchange Limited
Exchange Plaza

2 The Esplanade

PERTH WA 6000

Take notica that, in relation to the takeover bid by 698 Capital International Limited for all of the
ordinary shares in Advanced Engine Components Limited ACN 009 081 770, the date for
determining the persons to whom information is fo be sent under ltems 6 and 12 of the
fimetable in Section 633(1) of the Corporstions Act is 7.00pm (Perth time) on 4 July 2003,

DATED the 4th day of July 2003,

Thomas Liv
Director
848 Capital International Limited

689116.1
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Apperdix 3B

New issue announcement

10

Part 2 - Bonus issue or pro rata issue

11

13

16

MNumber

*(Class

Number and ‘class  of all
*gecurities net quoted on ASX
(including the securities in clause
2 if applicable)

Dividend policy (in the case of a
teust, distribution policy) on the

increased capital (interesis)

Ie  secutity holder  approval
required?

Is the issgde renounceable or non-
renounceablie?

Ratio in which the *securities will
be offered

*Class of *securities to which the
offer relates

‘Reecord  date 0 determing
entitlements

Will holdings on different registers
{or subregisters) be aggregared for
caleularing entitlements?

Policy for deciding entitlements in
celation to fractions

MNames of countries I which the
entity has *eecurity holders who
will not be sent new issue
documents

Mote: Seourily hotders mud be told how ther
enlittements me 10 be dealt with.

Cross reference; nals 7.7

Closing daty  for  receipt  of

acceplances or reaunciations

+ Ser chagret 10 for defined terms,

1172003

Appendix 38 Page 3
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20

21

22

23

24

25

26

27

28

29

30

3

Names of any underwriters

Amount of any imderwriting fee ot
commidsion

MNames of any brokers to the issue

Few or commission payable to the
broker w the issue

Amount of any handling fee
payable 1o brokers who lodge
geeeplances of renunciations on
behalf of *security holders

If the issue is contingent on

*securlty  holders” approval, the
date of the meeting

Date entitfement and  acceptance
form and prospectus or Product
Disclosure Statement will be sent 1o
persons entitled

If the catity has issued options, and
the terms entitle option holders to
pasticipate on exercise, the date on
which notices will be sent to option
holders

Date tights trading will begin (if
spplicable)

Date nights teading will end (if
applicable)

How do *security holdets sell their
entitlements  in il through a
broker?

How do *security olders sell pari
of their entitlements through a2
broker and accept for the balance?

+ See chapter 19 for defined terms,

Appendin 3B Page 4

1/172003

PAGE GO



FILE Ne.BEL 04.07,703 12:42  [D:CLAYTOMUTZ FAK 193228588 PAGE &1

ADVANCED ENGINE COMPONENTS LIMITED
ADM: 0D 01 THO

15 April 2003

Compony Announcements Office
The Australian Stock Exchange Limited
Exchange Cantre

20 Bond Street

Sydnay NSW 2000

Dear 5it/Madam www.advancaedengine.com

MARKET UPDATE

The Direclors wish to announce that further fo the company’s announcement
dated the 14™ January 2003 regarding “$9million Capital Raising” thot an
axtension of terms under the Share Subscription and Lean agreements has been
agreed by Advanced Engine Components Limited (AEC) and Commonwealth
Equify, Ltd [CEL] to the 315t of May 2003.

This extension will aliow the parties 1o complete the proposed share issue, subject
to shareholder and regulatory approval. The Directors anficipate caling a general
meeiing of shareholders as soon as practicable to vote on issues perfaining fo the
shore subscription agreement.

The Directors belleve that the agreements wil continue 1o provide AEC with the
platform to advance the commercialisation of ifs patentad NGVS and Sprintex
technologies and aliow the expansion of the Bullet Super cor program.

The Company has now received the final draw down of the §1.5 milfion waorking
capital facility as provided under the Loan Agreement with CEL.

The working capital faciilty hos been used to supplement the cash income
received by the Company under its Iisbus contract in France, DPI of WA contract
in Perth and the delivery of six Bullet Super cars with further deliveries scheduled.

The Company has aiso recently relocated its Perth registered office and
operations o new premises in Malaga.

AEC confinues to pursue o number of confracts with olher porfies, both within
Australia and overseas for its "NGVS" natural gos technology.

The Company intends to apply for re-quotation on the ASX Irﬁmediufely after the

shareholders general meetings to approve the CEL Share Subscription and Annuc!
Meeting.

i cunx WO
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ADVANCED ENGINE COMPONENTS LIMITED

AGN: 00D CRA 77D

The Company is In receipt of a notice from O shareholder under section 203D of

the Corporations

the removal of certain directors and the appointment of additional
of taking advice in relation fo the notice, and to the

Company is in the process

Act seeking to restruciure the existing board of AEC, including

directors. The

extent it is obligated 1o convene such a meeting it wil do so within the requisite

notice period.
Yours Sincerely
Jamle Scoringe
Company Secretary

Lo -
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