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Please find attached a letter to be mailed to shareholders on 31 October 2006 enclosing a copy of the

foliowng documents;

¢ Notice of the Annual General Meeting fo be held at the Function Centre, Technology Park, 2
Brodie-Hall Drive, Bentiey, Western Australia on 30 November 2006 at 5.30pm

¢ Explanatory Memorandum m respect of the resolutions to be put to the meeting

¢ Independent Expert’s Report commenting on the fairness and reasonabieness of the purchase
of shares in Premium Pipe Services Pty Ltd announced to the ASX on 25 September 2006
from interests associated with Mr Trevor Gosatti, a director of the Company.

¢ Proxy Form
o Annual Report

A copy of the Annual Report was lodged with the ASX on 29 September 2006 and 1s not included in

the attachments to this announcement.

s

John Hassen
Managing Director
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31 Cotober 2006

Dear ShieldLiner Shareholder

NOTICE OF ANNUAL GENERAL MEETING
ANNUAL REPORT

Piease find enclosed with this letter a copy of the Company's Annuai Report for 2006 together with a copy
of a Notice of Annual General Meeting of Shareholders, Explanatory Memorandum and Independent
Expert's Report on a proposed transaction involving a related party. The Annual General Meeting of
Shareholders ("AGM" will be held at the Function Centre, Technology Park, 2 Brodie-Hall Drive,

Bentiey, Western Australia on 30 November 2006 at 5.30pm.

Subsequent to year end the Company has issued two major media releases which can be down loaded
from the investor section of the Company’s web site at www.shieldliner.com. The first relates o the
awarding by the Australian Government of a $1.28 mifion Ausindustry Commerciat Ready Grant to assist in
the funding of the ShieldLiner development program. The second relates to the appointment of Premium
Pipe Services Pty Ltd (*PPS"} as effectively an exclusive distributor for Australia and New Zealand for a
range of new glass reinforced epoxy (“GRE"} pipes and fittings manufactured by Fiber Glass Systems LP
(“FGS™ of San Antonio, Texas. This release also advises of the acquisition of certain assets and staff
from the previous GRE pipe distributor and the move to 100% ownership of PPS, which conducts a
trenchiess technology contracting business. Complete details of this release are incorporated in the
Explanatory Memorandum commentary on Resolution 5 of the Notice of AGM.

At the AGM a presentation wili be made on the status and progress of the ShieldLiner development
program over the past twelve months and on the new GRE business and the activities of PPS. Atthe
conclusion of the meeting, presentation and question and answer session refreshments will be served. If
you are unabie to attend the meeting, you shouid complete and submit the Form of Proxy attached to this
letter which forms part of the Notice of Annual General Mesting of Shareholders and Explanatory
Memorandum.

We look forward 1o your continued support and advise that should you require any additional information
On your company of its activities you shouid not hesitate to contact us.

Yours sincerely

John Hassen
Managing Director



PROXY FORM
APPOINTMENT OF PROXY
SHIELDLINER LIMITED
ACN 096 870 878

Hie

Being a Member of SHIELDLINER LIMITED entitled to attend and vote at the Annuat General
Meeting, hereby

Appoint

Name of proxy

OR

Mark this box if you wish to appoint the Chalrman of the Meeting as your proxy

or failing the person so named or, if no person is named, the Chairman of the Meeting, to vote in accordance with the following directions
or, if no directions have been given, as the proxy sees fit at the Annual General Meeting to be held at 5.30pm on 30 November 2006 at the
Function Centre, Technology Park, 2 Brodie-Halt Drive, Bentley, Western Australia and at any adiournment thereof.

Voting on Business of the Annuai General Meeting

For Againgt  Abstain®
Resolution 1 Adoption of Remuneration Report |:| |:| |:|
Resolution 2 Re-slection of Mr WJ Land |:| |:| |:|
Resolution 3 Re-election of Mr JK McDonald |:| |:| |:|
Resolution 4 Grant of Options fo Mr JK MeDonald |:| |:| |:|
Resolution 5 Acquisition of shares in Premium Pipe Services Pty Ltd held by interests associated |:| |:| |:|
with Mr TA Gosatti
Resolution 6 Grant of Options to Mr TA Gosatli |:| |:| |:|
Resolution 7 Approvat for the Continuation of the ShieldLiner Limited Employee Share Option |:| |:| |:|
Schame Listing Rule 7.2 {Exception 8}
Resolution 8 increase Directors' Fees paid to Non-Executive Directors |:| |:| |:|
OR

i the Chairman is to be your proxy and you do not wish to direct your proxy how to vote on these Resolutions, please place a mark in this
box

By marking this box, you acknowledge that the Chairman of the Annual General Mesting may exercise your proxy even if he has an
interest in the ocutcome of the resolutions and that votes cast by him other than as proxy holder will be disregarded because of that
interest. If you do not mark this box, and you have not directed your proxy how to vote, the Chairman of the Annual General Meeting will
not cast your votes on the Resolutions and your votes will not be counted in calculating the required majority if a poll is called on these
Resolutions. Tha Chalrman intends to vote undirected proxies in favour of thess Resolutions,

IF THE CHAIRMAN IS TO BE YOUR PROXY IN RELATION TO THE RESOLUTIONS YOU MUST EITHER MARK THE BOXES
DIRECTING YOUR PROXY HOW TO VOTE OR MARK THE BOX INDICATING THAT YOU DO NOT WISH TO DIRECT YOUR PROXY
HOW TO VOTE, OTHERWISE THIS APPOINTMENT OF PROXY IN RELATION TO THE RESOLUTIONS WILL BE DISREGARDED.

if you mark the abstain box for a particular item, vou are directing vour proxy not to vote on that item on a show of hands or on a poll and
that vour shares are not to be counted in computing the required majority on a poll.

i two proxies are being appointed, the proportion of voting rights this proxy represemtsis ___ %,
Signed this day of 2006
By:
Individuals and joint holders Companies (affix common seal if appropriate)
, Director
Signature
, Director / Company Secretar
Signature pany Y
. Scle Director and Sole Comparny Secreta
Signature pany v




SHIELDLINER LIMITED
ACN 096 870 978

Instructions for Completing ‘Appointment of Proxy’ Form

A member entifled to attend and vete at the Annual General Meeting is entitled to appoint not more than twe
proxies to attend and vote on their behalf. Where more than orne proxy is appointed, such proxy must be allocated
a proportion of the member's voting rights. If the shareholder appoints two proxies and the appoiritment does not
specify this proportion, each proxy may exercise half the votes.

A duly appeinted proxy need riot be a member of the Company. In the case of joint helders, all must sign.

Corpoerate shareholders shioutd comply with the execution requirements set out on the proxy form or otherwise with
the provisions of Section 127 of the Corporations Act. Section 127 of the Corporations Act provides that a
company may execute a document without using its commeoen seal if the document is signed by:

. directors of the company;
. a director and a company secretary of the company; or
. for a proprietary company thiat hias a sole director who is also the sole company secretary — that director.

For the Company to rely on the assumptions set out in Section 125(5) and {6} of the Corporaticns Act, a document
must appear tc have been executed in accordarice with Section 127{1) or {2}). This effectively means that the
status of the persons signing the document or witnessing the affixing of the seal must be set out and conform to
the reguirements of Section 127{1} or {2} as applicable. In particular, a person who witnesses the affixing of a
common seat and who is the scle director and sole compariy secretary of the company must state that niext to his
or her signature.

Completion of a proxy form will riot prevent individual shareholders from attending the meeting in person if they
wish. Where a shareholder completes and lodges a valid proxy form and attends the Meeting in persen, then the
proxy's authiority to speak and vote for that shareholder is suspended while the shareholder is preserit at the
Meetirig.

Where a proxy form or form of appeintment of corporate representative is ledged and is executed under power of
attorney, the power of attorney must be lodged in tike manner as this proxy.

To vote by proxy, please complete and sign the proxy form enclosed:
{a} send the proxy form by facsimile to the Company on facsimile number (61 B} 8414 1019; or

{b} send the proxy form by post to the Company Secretary at PO Box 1129, Canning Bridge, Applecross,
Waestern Austraiia, 6153,

so that it is received no later than 5.00pm on 28 November 2006. Proxy forms received later than this time will be
invalid.



SHIELDLINER LIMITED

ACN 096 870 978

NOTICE OF ANNUAL GENERAL MEETING
AND

EXPLANATORY MEMORANDUM

AND
PROXY FORM
Date of Meeting: 30 November 2006
Time of Meeting 5.30pm
Place of Meeting: Function Centre

FTechnology Park
2 Brodie-Hall Drive
Bentley, WA 6102

This Notice of Annual General Meeting and Explanatory Memorandum should be read in
their entirety. If a Shareholder is in any doubt as to how they should vote,
they should seek advice from their accountant, solicitor or other professional adviser prior to voting.



SHIELDLINER LIMITED
ACN 096 870 978
NOTICE OF ANNUAL GENERAL MEETING

Notice is Hereby Given that the Annual General Meeting of the Shareholders of ShieldLiner Limited
(*Company”} will be held at the Function Centre, Technology Park, 2 Brodie-Hall Drive, Bentiey, Western
Austratia on 30 November 20086 at 5.30pm.

The notes to this Notice of Annual General Meeling together with the Explanatory Memorandum and
independent Expert's Report, 2008 Annual Report and Proxy Form are incorporated in and comprise part of
this Notice of Annual General Meeting.

Shareholders should nete that Part A of the Explanatory Memorandum defings a number of terms and phrases
that are used in this Notice and in the Explanatory Memorandum.

HOW TO VOTE
Voting I Person

To vote in person, attend the Annual General Meeting on the date and at the place set out above. The meeting
will commence at 5.30pm.

Voting By Proxy

To vote by proxy, please complete and sign the proxy form enclosed and either:

(a) send the proxy from by facsimile to the Company Secretary on facsimile number (61 8} 9414 1019; or

(b} send the proxy form by post to the Company Secretary at PO Box 1129, Canning Bridge, Applecross,
Western Austrafia, 6153,

so that it is received no later than 5.00pm on 28 November 2006.  Proxy forms received later than this time will
be invalid.

Point at which Voting Rights are Determined
The Comporations Act permits the Company 1o specify a time not more than 48 hours before the meeting, at
which a “snap-shot” of Shareholders will be taken for the purposes of determining Shareholder entitlements to
vote at the Meeting.
The Board of Directors has passed a resolution to the effect that all Shares of the Company that are quoted on
the ASX at 12.00pm on 28 Novernber 2008 shall, for the purposes of determining voting entitlernents at the
Annuat General Meeting, be taken to be held by the persons registered as holding the Shares at that time.
Corporate Representative
Any corporate Sharsholder who has appointed a person to act as its corporate representative at the Annual
General Meeting should provide that person with a certificate or letter executed in accordance with the
Corporations Act agthorising him or her to act as that company’s representative. The authority may be sent to
the Company in advance of the Meeting or handed in at the Meeting when registering as a corporate
representative.

AGENDA
Ordinary Business
Financial Statements and Reports

To recelve and consider the financial report and the reports of the Directors and the Auditors of the Company
for the year ended 30 Jung 2008.

To consider and if thought fit, pass the following resolutions as ordinary resolutions:
Resolution 1 - Remuneration Report

“That the Remuneration Report forming part of the Directors’ Report for the year ended
30 June 2006 be adopted.”

Note the vole on this resolution does not bind the Company or its Directors.



Resolution 2 — Re-election of Director — Mr WJ Land

“That Mr WJ Land, whao refires by rotation in accordance with the Constitution and the Listing Rules of Australian
Stock Exchange Limited, and being eligible, offers himself for re-election, be re-elected.”

Resolution 3 - Re-election of Director — Mr JK McDonald

“That Mr JK McDonald, who was appointed during the year and who retires in accordance wilh the Constitution
and the Listing Rules of Australian Stock Exchange Limited, and being eligible, offers himself for re-efection, be re-
elected.”

Special Business

Resolution 4 — Ordinary Resolution for Shareholder Approval to Issue Options to James Kenineth
McDonald or his Nominee

That for the purposes of Section 208(1} of the Corporations Act and for alf other purposes, the shareholders of
the Company authorise the Company to grant 300,000 options (each to subscribe for one fully paid ordinary
share in the capital of the Company) to James Kenneth McDonald or his Nominee for the purposes and
pursuant to the terms and conditions set out in the Explanatory Memorandum.”

A vole on Resolution 4 must not be cast (in any capacity} by or on behalf of Mr James Kenneth McDonald or an
associate of Mr James Kenneth McBonald. However, a vote is not prevented if it is cast by a person as a proxy
appointed in writing that specifies how the proxy is to vote on Reselution 4 and it is not cast on behalf of Mr
James Kenneth McDonald or an associate of Mr James Kenneth McDonald.

Resolution 5 — Ordinary Resolution for Shareholder Approval to Acquire the Shares in Premium Pipe
Services Pty Ltd held by Interests associated with Mr Trevor Adriano Gosatti

“That for the purposes of Section 208(1} of the Corporations Act and for all other purposes, the shareholders of
the Company authorise the Company to purchase the shares in Premium Pipe Services Pty Ltd held by
interests associated with Mr Trevor Adriano Gosatli for a consideration of $400,000.”

A vote on Resolution 5 must not be cast (in any capacity} by or on behalf of Mr Trevor Adriano Gosatti or an
associate of Mr Trevor Adriano Gosattl. However, a vote is not prevented if it is cast by a person as a proxy
appointed in writing that specifies how the proxy is to vote on Resolution 5 and # is not cast on behalf of Mr
Trevor Adriano Gosatti or an associate of Mr Trevor Adriano Gosatti .

Resolution 8 — Ordinary Resolution for Shareholder Approval to 1ssue Options to Trevor Adriano
Gosatti or his Nominee

“That subject o the passing of Resolutions 5, that for the purposes of Section 208{1)} of the Corporations Act
and for all other purposes, the shareholders of the Company authorise the Company to grant 200,000 Options
{each to subscribe for one fully paid ordinary share in the capital of the Company) to Trevor Adriano Gosatti or
his Nominee for the purpose and pursuant to the terms and conditions set out in the Explanatory
Memorandum.”

A vote on Resolution 68 must not be cast (in any capacity} by or on behalf of Mr Trevor Adriano Gosatti or an
associate of Mr Trevor Adriano Gosatti. However, a vote is not prevented i it is cast by a person as a proxy
appointed by writing that specifies how the proxy is to vole on Resolution 6 and it is not cast on behaif of Mr
Trevor Adriano Gosatli or an associate of My Trevor Adriano Gosattl,

Resolution 7 — Ordinary Resolution for Shareholder Approval for the Continuation of the ShieldLiner
Limited Employee Share Option Scheme Listing Rule 7.2 {Exception 9).

“That for the purposes of Listing Rule 7.2 (Exception 9} of the Listing Rules of Australian Stock Exchange
Limited and for all other purposes, approval is given for Options gramted from time to time pursuant to the terms
and conditions of the ShieldLiner Limited Employee Share Option Scheme (“Scheme’}, as set out in the
Explanatory Memorandum, to continue to be an exception to Listing Rule 7.1 of the Listing Rules of Australian
Stock Exchange Limited”.

The Company will disregard any voles cast on this resolution by a director of the Company (except one who is
ineligible to participate in any employee incentive scheme in refation to the Company) and an associale of those
persons. However, the Company need not disregard a vote if it is cast by a person as a proxy for a person who
is entitled to vote, in accordance with the direction on the proxy form, or it is cast by the person chairing the
meeting as a proxy for a person who is entitled to vote, in accordance with a direction



Resolution 8 — Ordinary Resolution for Shareholder Approval to increase Directors’ Fees paid to Non-
Executive Directors

“That for alf purposes, the maximum aggregate remuneration payable out of the funds of the Company to non-
executive directors of the Company for their services as directors, including their service on a commitiee of
directors, be increased from the current lavel of $100,000 per annum fo $200,000 per annum.”

A vole on Resolution 8 must not be cast (in any capacity} by or on behalf of the Directors or an associate of the
Directors. However, a vole is nof prevented if it is cast by a person as a proxy appointed by writing that
specifies how the proxy is to vote on Resolution 8 and it is not cast on behalf of the Directors or an associate of
the Directors.

DATED this 31st day of October 2006

JW Hassen
Director
By Order of the Board



SHIELDLINER LIMITED

ACN 096 870 578
EXPLANATORY MEMORANDUM

This Exptanatory Memorandum s intended to provide Sharehotders with information to assess the merits of the
resclutions contained in the accompanying Notice of Annual General Meeting of ShieldLiner Limited in relation to a
meeting to be held at the Function Centre, Technclogy Park, 2 Brodie-Hall Drive, Bentley, Western Australia on 30
November 2006 at 5.30pm. This Explanatory Memorandum is to be read in conjuriction with the Notice of Meeting.
Sharehiotders should note that certain terms and phirases used in this Exptanatory Memorandum and in the Notice are
defined in Part A of this £xplanatory Memorandum.

The Directors recommend that Shareholders read this Explanatory Memorandum in full before making any decision in
relation to the resclutions. ¥ you are unable to attend, Sharehclders are encouraged to complete and submit the
Form of Proxy attached to the Notice.

This Exptanatory Memorandum consists of the following sections:

Part A Definitions
PartB Introduction and Comments on Ordinary Business
Part & Commeritary on Special Business and Resolutions 4 1o 8

PART A: DEFINITIONS
In this Explanatory Memorandum, the following terms have the following mearings:

*Annual General Meeting” or "Meeting” means the annual general meeting of Shareholders convened by the Notice;
“ASIC" means the Australian Securities and Investments Commission;

*ABX" means Australian Stock Excharnge Limited;

“A8X Listing Rules” means the listing rule of ASX;

"Board" means the directors of the Company;

“Company” mearns ShieidLiner Limited {ACN 096 870 978},

“Corporations Act” means the Corporafions Act 2001 {Cih};

“Directors” mearis each of James Kenneth McDonald, John Witford Hassen, William Julian Land, James Kenneth
McDornatd and Trevor Adrianc Gosatti;

“Independent Expert” means Moore Stephens Perth Corporate Services Pty Lid;

“Independent Expert’s Report” mearns the report dated 11 Octeber 2006 prepared by the Independent Expert and
attached to this Exptanatory Memorandum;

“Notice” means the Notice of Anniuat Gerieral Meeting dated 28 October 2008;

“Qption” means an option to subscribe for a Share;

“PPS” means Premium Pipe Services Py Lid (ACN 115 118 184);

“Scheme” means the ShieldLiner Limited Employee Share Option Scheme adopted by the Company on 18
December 2003;

“Share” means a fully paid ordinary share in the Company;

“Shareholder” mearis a person registered in the Company’s register as the holder of a Share; and

“ShieldLiner" or “the Company” mearns Shieldliner Limited.

PART B: INTRODUCTION AND COMMENTS ON ORDINARY BUSINESS
Financial Statements and Reports

The Corporations Act requires the finaricial report {which includes the finarnicial statements and Directors’ Declaration),
the Directors’ Report and Auditor's Report to be laid before the Annual Gernieral Meeting. There is no requirement
eithier in the Corperations Act or the Company's constitution for Shareholders to approve the financial report, the
Directors’ Report or the Auditor's Report. Shareholders will be given a reasonabte cpporturnity at the Meeting to ask
questions and make comments on these reports.

Resolution 1 - Remuneration Report

The Directors’ Report for the year ended 30 Junie 2006 contains a Remuneration Report which sets out the policy for
the remuneration of the Directors and executives. Resolution 1 seeks Sharehotder adoption of the Remuneration
Repert forming part of the Directors’ Report for the year ended 30 June 2008. The Corporations Act expressly
provides that the vote on the Remurieration Report is advisory only and does not bind the Directors or the Company.

Resolution 2 - Re-election of Director — Mr William Julian Land

Clause 11.3 of the Company's constitution and Listing Rule 14.4 of the ASX Listing Rules requires that at each
Anrival General Meeting one third of the Directors must retire from office. A Director appointed during the year either
to fil a casual vacarncy or as an addition to the Directors is niot taken into account in determining the Directers who
must retire by rotation. Therefore, Mr Willlam Julian Land being the Director whio has lonigest been in office, retires by
rotation and being eligible seeks re-election.



Resolution 3 - Re-election of Director — Mr James Kenneth McDonald

Clause 11.12 of the Company's constitution and Listing Rule 14.4 of the ASX Listing Rules requires that a Director
appointed during the vear by the Directors to either to fill a casual vacarnicy or as an addition to the Directors must
retire at the next meeting of Shareholders and seek re-election by Sharehiolders. Mr James Kenneth McDonaid
hiaving been appointed as an additional Directer pursuarnt to Clause 11.11 of the Company’s constitution on 22 May
2006 accordingly retires and being eligible seeks re-election.

PART C: COMMENTARY ON SPECIAL BUSINESS AND RESCLUTIONS 4TO 8

In addition to the foregoing normat matters and resolutions referred to in Part B above, a rumber of other Sharehelder
approvats are being sought at this year's Annual General Meeting pursuant to Resolutions 4 to 8.

Set out below in this part of the Explanatory Memorandum is additional information and where considered necessary,
a commentary relating to Resclutions 4 to 8 included in the Notice. This information shiould be read in conjunction
with the actual wording of Resolutions 4 and 8 in the Notice and with the information provided above.

Section 208(1) of Chapter 2E of the Corpoerations Act provides that for a public comparny to give a financial benefit tc
a related party of the public company, the public comparny must obtain approval of its members and give the benefit
withiri 15 months after the approval, unless cne of the exceptions set out in Chapter 2k applies.

The exceplions to this requirement include where:

« the financial benefit is given on terms that would be reasonable in the circumstances if the public company
and the related party were dealing at arm's tength or are less favourable than those terms; or

+ the financial benefit is remuneration to a related party as a director of the public company and to give the
remurnieration would be reasonable given the circumstarices of each of the public company and the related
party; or

« the transaction fails within one of the other riominated exceptions to the provistons.

A “financial benefit” for the purposes of the Corporations Act is also widely defined. 1t includes the public company
providing finance or property to the related party or buying an asset from or seiling an asset to a related party. I also
inciudes issuing securities, or granting options, to a related party. in determining whether or not a financiat benefit is
given, it is necessary to lock at the economic and commercial substance of the conduct {rather than just the legal
form} and any consideration which rias been given is to be disregarded, even if # is adequate.

A “retated party” for the purposes of the Corporations Act is defined widely. It includes an entity which contrels a
public companiy, directors of the public company and specified members of a director's family. 1t also includes an
entity over which a director maintains controt.  Mr James Kenrieth McDonald and Mr Trevor Adriane Gosatti are
directors of Shieldliner and are considered related parties of ShieldLiner for the purpoeses of the Coerporations Act and
the ASX Listing Rules. Mr James Kenneth McDonald is a related party in respect of Reselution 4 and Mr Trever
Adriario Gosatti is a related party in respect of Resolutions 510 7.

Resolution 4 - issue of Options to Mr JK McBonald, Chairman of Directors of the Company — Related Party
Transaction

On 22 May 2006 the Compary announiced to the ASX the appoiniment of respected businessman Mr Jim McDonald
as a non-executive Chairman of the Company.

Mr McDonald retired as Managing Director and Chief Executive Officer of Australian Pipeline Trust {ASX code APA)
on 30 June 2005 having been appoeinted to those positions on the spiri out of APA from the Australian Gas Light
Company {"AGL"} in 2000. Prior to that appoeintment Mr McDonatd hield various senior manageriat roles at AGL from
1986 to 2000 and from 1871 to 1986 he was employed by Esso Australia Limited.  Mr McDonald hias held numerous
positions with the Australian Pipeline industry Association Lid (APIA} including several terms as President. He was
awarded life membership of APIA in 2005 as recognition of his contribution to the pipe line industry and is a Fellow of
the Australian Institute of Company Directors.

Mr McDonald has a background as a senior executive in the gas industry and has extensive experience in
management at the joint veriture, partniership and enterprise levet and high level interaction with bankers, finarniciat
advisors, the market, commercial and techinical regulators, the media and government.

The other Directors had for some time been seeking to appoeint a sultably experienced and qualffied Chairman to
assist in taking the Company forward from its development to commerciglisation phase and they believe that Mr
McDorald will add significant value and experience to the Company.

At the time of his appointment it was agreed Mr McDoenald would be paid directors' fees including statutory
superannuation of $18,000 per anrium, an amount 50% in excess of the current fees paid to the other non-executive
directors in recognition of the additional duties of the Chairman. It was also agreed that subject to Shareholder
approval the Company would also grant 300,000 Options to Mr McDenald. This grant of Options is also 50% in
excess of the Options previously granted 1o two othier nen-executive directors. It was also agreed with Mr McDoniald
that hie would be paid $750 per day for work over and above that of the normal director rote on activities such as
investor presentations or any involvement in commercial negotistions. To date nio day rate payments have been
made to Mr McDonald.



The grant of Opticns to Mr McDonald is on similar terms and conditions as the Options granted to twoe of the other
riori-executive Directors, namely Mr Trevor Gosattt and Mr Julian Land. The principal terms of the proposed grant of
the Opticns to Mr McDoenald are the same as those pertaining to the Options granted to Messrs Gosatti and Land,
riametly, the Options can be exercised at any time after Shareholder approval but before 5 August 2008. If not
exercised beforehand, the Opticrnis lapse within twelve months of Mr McDonald ceasing to be a director of the
company. 150,000 of the Options are exercisable at a price of 30 cents and the remaining 150,000 Options have an
exercise price of 35 cents each. All other ferms and conditions pertaining to the grant of the Options are in
accordarnce with the conditions stipulated in the Scheme approved by Sharehclders, details of which are incorporated
in the commeritary below on Resolution 7. Where the Scheme provisions differ from the foeregoing conditions the
foregoing conditions take precederice.

Whilst the proposed exercise prices of the Options to be issued to Mr McDonald or his nominiee pursuant to
Rescluticn 4 is at prices between approximately 83% and 113% higher than the weighted average price of Shares
sotd in the 30 days prior to the announcemerit of the grant on 22 May 2008, the granting of the Optioris may constitute
the giving of a financial benefit pursuant to the Corporations Act and accordingly Sharehotder approval is being
sought to approve the issue of these Options.

ASX Listing 10.11 requires a listed company to obtain shareholder approval by crdinary resolution prior to the issue of
securities {inctuding an option) to a related party of the Company. As set cut above, Mr McDoniald is a relaled party
and accerdingly Shareholder approval is alse scught under Resolution 4 for the purposes of ASX Listing Rule 10.11.
As Sharehotder approval is being sought pursuant to ASX Listing 10.11 approval is not required under ASX Listing
Ruie 7.1.

The grarnt of Options to Mr McDonald was arinounced to the ASX on 22 May 2006 as being subject fo Shareholder
approvat and that anncuncement also noted that in order to aveid the costs associated with hiolding a separate
Sharehotders’ meeting to deat solely with the grant of Options to Mr McDoniald, Shareholder approval would be
sought at the riext genieral meeting of Shareholders, namely the meeting the subject of this Notice.

The Board remains of the view that there is a need for an appropriate alignment between the rewards to Directors and
returnis to Shareholders and that in small essentially start up type companies options are an appropriate tong term
incentive for Directors, provided the terms of the Options are property designed. In particular, it is important that there
are appropriate performarice conditiors in ptace as a condition of vesting of any Options. For the offer of Options to
Mr McDonald to be in the money requires a significant ircrease in the Share price above the weighted average price
of Shares sold in the 30 days prior to the announcement of the grant on 22 May 2006.

Any issue of Opticns to a Directer requires Shareholder approvat and accerdingly, Shareholder approvat is being
sought pursuant to Resolution 4 to issue James Kenneth McDonald or his nominee with Options to acguire 150,000
Shares at an exercise price of $0.30 {30 cents) per Share and 150,000 Shares at an exercise price of $0.35 {35
cents} per Share.

ASX Listing Rules

ASX Listing Rule 10.13 sets cut a number of matters which must be included in a netice of meeting proposing an
approvat unider ASX Listing Rule 10.11. For the purposes of ASX Listing Rule 10.13, the following information is
provided in respect of Resoclution 4:

1. The Opticns will be granted to Mr McDonatd or his nominiees within 1 day of Shareholder approval.

2. The issue price for the Options will be nil. Accordingly, there will be nio funds raised from the issue of these
Options. Furthier funids may be raised on the eventuat exercise of the Options, however, there is o guarantee that
the Options will be exercised at any future time. Such funids will be used for the purpose of providing working capital
to the Company.

3. The totat number of Options and exercise price per Share of the Options to be issued to Mr McDonald or his
riomiriees is as follows;

Director 30 Cent Exercise Price 35 Cent Exercise Price
JK McDonald 150,000 150,000

4. The Opticns can be exercised at any time after Sharehotder approval but before 5 August 2008.

5. If riot exercised beforehand, the Options lapse within 12 months of Mr McDonald ceasing to be a director of the
Compariy.

8. All other terms and conditions pertaining to the grant of the Optionis will be in accordance with the conditions
stipulated in the Scheme details of which are incorporated in the commentary below on Resolution 7. Where the
Scheme provisions differ from the foregoing conditions the foregoing conditions take precedence.

7. The Company will not be seeking official guotation of the Options on ASX.



Corporations Act

The following additional information is given in connection with the proposed grant of Options to Mr McDonald or his
riominees for the purpeses of section 219(1} of the Corpoerations Act.

i identity of Related Parties

The retated party to whom proposed Resclution 4 would permit finaricial benefits is James Kenineth McDenald or his
riomiriee.

H} Nature of the Financial Benelit and Nature of Director’s Interests

The nature of the financial benefit and the direct interest of Mr James Kenneth McDoenald in Resolution 4 if passed is
the grant of 300,000 Options to Mr James Kenneth McDonald or his nominee for no consideration, expiring
approximately 3 years after the date of grant of the Options and on the terms and conditicns set out ini this
Exptariatory Memorandum. No other Directors hiave an interest in the outcome of Resclution 4.

Hiy Recommendation of the Directors

Messrs Hassen, Land, Gosattt and Zuiderwyk hiave recommended the proposed Resolution 4 to Shareholders and
they do not have a material personal interest in the outcome of the Resolution. These Directors consider that the
propesed grant of Options, in the number, on the terms and having a value as set out in this Explanatory
Memorandum, to Mr McDonald pursuant to this Resolution, is appropriate and reascnable to provide Mr McDoniald
with an incentive for future performance in his rele within the Company. After a comprehernisive assessment of ail
available material information, the Directors believe that the propesed grant of Opticns to Mr McDoenald is in the best
interests of the Company and its Shareholders.

As Mr McDoenaild hias a material personal interest in Resclution 4 {set out above in (1)), Mr McDoenald declines to
make a recommernidation to Shareholders on this Resoclution.

% Other information

If the proposed Resolution 4 is passed and the Options are granited and then all exercised by Mr McDonald, the
percentage sharehotding in the Company of all then existing Sharehclders would be dituted by a maximum of 0.79%
by the issue of the Shares upon exercise of the Optionis. This assumes no other outstanding Options are exercised
and rio further Shares are issued by the Company.

Using the methodology outlined in the Option Pricing Model, Generatised Black Scholes, Version 2, for valuing
employee shiare options, for the grant of the Options to Mr McDoenald the finaricial benefit is $0.013 (1.3 cents) per
Option for those Options with an exercise price of 30 cents and $0.008 (0.8 cents) per Option for those Optiens with
an exercise price of 35 cents per Option calculated utilising the following assumptions:-

«  Current Share price 18.14 cents

+« Exercise price eithier 30 or 35 cents as the case may be

+« Time to maturity 1171 days from date of issue announcement
+ Interest rate 575%

o Volatility 25%

Orni the basis of the proposed Optiorn issue and applying the Black Scholes methed for valuing options the finanicial
benefit being provided to Mr McDonald pursuarit to Resolution 4 is $3,085.

The number of Shares and Options held by or on behalf of each Director and their associates in the Company at the
date of the Notice are as follows:

Director Shares Options %
Sharethiotding
{on unidituted
basis}
John Hassen 3,583,500 BG0,000 9.61
Julian Land 50,000 200,000 0.13
Trevor Gosatti 1,700,360 200,000 4.56
Tony Zuiderwyk 28,400 - 0.08
James McDoenald 100,000 - 0.27

The Comparny's issued capitat at the date of this Notice was 37,295,000 Shares. In addition fo the foregoeing Options
proposed to be issued to Mr McDonald, at the date of this Notice, 220,000 Options have been issued by the Company
to employees pursuant to the Scheme and 200,000 Options are proposed to be issued to Mr Goesattt pursuant to
Rescluticn 8. On the assumption that the Options the sublect to Resoclutions 4 and & are issued and exercised, all of
the existing Options are exercised and that nio further Shares are issued by the Company, the interest of Mr
McDonatd in the Shares would be 1.02%



If the Optioris were exercised at the tHme of the annouricemerit of the issue {22 May 2006} there would be no
opporturity cost to the Comparny as the Share price at which the Company’s Shares were trading on ASX at that time
was below the exercise price of the Options. The market price for Shares during the term of the Options would
riormally determine whether or not Mr McDorniald exercises the Optiens. I at the time any of the Options are
exercised the Shares are trading on ASX at a price thal is higher than the exercise price of the Opticons, there may be
a perceived cost to the Company.

The highest anid towest price trading price of the Shares in the Company over the past 12 months has been as
follows:

Highest — 29 cents on 5 January 20086
Lowest - 12 cernts on 29 June 20086

The most recent closing price of Shares on ASX prior to the lodgment of the Notice with ASIC was 17.5 cents on 17
October 2006.

Resolution 5 —Acquisition of the Shares in Premium Pipe Services Pty Lid held by Interests associated
with Mr Trevor Adriano Gosatti — Related Party Transaction

Oni 25 September 2008 the Company issued the feollowing annouricement to the ASX;

“Shieldl.iner Limited (“SL.D"} is pleased to announce # has entered into a series of conditional letter agreements that
will, upon completion, result in the company owning fwo cash How positive businesses in addition to s ownership of
the unique Shieldliner System for the insiiu repair and rehablilitation of pipes.

SLO will, subject fo SLD shareholder approval, acquire the one third interest held in Premium Pipe Services Py Lid
{"PPS”) by Gosatti Corporation Ply Lid ("GCL") (& company in which ShieldLiner director Trevor Gosati holds an
interest]. The consideration is $460,000 payable by way of an interest free promissory note that will be due and
payable on 29 June 2007. It is also proposed SLD will acquire the one third interest held by Alinta Assef
Management (2} Fly Lid {"AAM"} in PES for $400,000 payable by way of an interest free promissory note that will be
due and payable on 29 June 2007. Completion of these acquisitions will result in PPS becoming a 100% owned
subsidiary of SLD. The purchase consideration effectively reimburses GCL and AAM the costs of their investment in
PES. The promissory notes are secured over the shares in PES being acquired.

PPS is a speciaiist frenchless technology contractor that has the ability to handie a range of pipe repair and
rehabilitation services utilising equipment owned by the company and operated by a mulli skifled and experienced
team of employees and subconfractors. PPS is expected fo be profitable in the 2007 financial year and has a current
forward order book of approximately $1.4 million.

In a related transaction PFS has been appointed effectively an exclusive distribitor for Australia and New Zealand for
a range of glass reinforced epoxy {("GRE") pipes and fittings manufaciured by Fiber Glass Systems LP {"FGS”) of San
Antonio, Texas. As part of the distribution arrangements FPS will acquire certain assels and staff ("GRE assels and
staff”) from the previous distribulor, AAM, for $490,000. The purchase consideration is o be satisfied by the payment
of a deposit of $250,000 payable on execution of the asset purchase agreement and the issue by PPS of an interest
free unsecured promissory note of $240,000 payable on 28 June 2007. The promissory nofe will be guaranteed by
SLD.

FGS is a leading worldwide manufacturer of fiberglass reinforced epoxy pipe products used primarily for corrosion
control in fow to high pressure applications of enhanced ol recovery projects. The products also have applcations in
the gas, water, marine offshore, industrial and chemical industries and have temperature ratings of up to 220 degrees
{104.4C), depending on resin system.  Unfike steel pines the pinpes redqitre no protective coatings and their use
reduces maintenance costs caused by corrosion.  The pipes are fight and easy to handle and less personnel and
equipment is needed during installation. FGS markets iis products under the {rade names Star, Smith and Fibercast.

During the 18 month period to 30 June 2006 the GRE business unit being acquired by FPS had sales in excess of
$11.8 miflion.

tach of the aforementioned fransactions Involving PPS Is conditional on the completion of the others. SLD has been
advised the decision by Alinta to divest its interest in PPS and the GRE business is part of a rationalisation of non
core business interests.

in summary the combined SLDIPES group will require the following funds;

GCL- PPS purchase 406,000
AAM- PES purchase 400,000
AAM — GRE purchase 496,000

1,290,000

Whilst it is possible earnings during the period from 1 October 2006 to 30 June 2007 from the GRE business and the
PPS contracting operations may be at a level sufficient to fund the repayment of the promissory notes due on 28 June
2007 it Is iikely SLD will seek o raise $1,375,000 by way of a relatively short term convertible nofe issue or some
other form of debt or equity.



SL.0 managing director John Hassen said “SL.D had for some time been evaluating the possible acquisition of
complementary businesses in the trenchiess technology and pipe lining indusiries so as fo increase its critical mass
more rapidly, generate positive cash flows sooner, increase its market capitalisation sooner and reduce the risks
associated with essentially being seen solely as an R&D focused company. The investments in PPS and the GRE
business are the first such acquisitions and the proposed transactions will transform SLD from being purely a
developer of a world class trenchiess technology into a group that will also generate positive cash flows™.

PPS managing director and ShieldLiner director Trevor Gosalll indicated that "the GRE business was an excellent fit
with significant upside potential and that § would complement the existing and proposed PRS business operations.
The opportunities for cross selfing of products and services together with the synergistic benefils of combining the
three business units augured well for the fufure.”

Vincent Tan, Sales Manager, Pacific Rim of Fiber Glass Sysfems LP said "we are delighted the team responsible for
building our business in Australia have agreed to join the ShieldLiner group and we are confident that the new
arrangements will continue to build on the sales of owr products in Australia and New Zealand. The fact that the sales
team will be able to draw upon the waler industry experience of PPS managing director Trevor Gosatti and the ol and
gas experience and contacts of SLD chairman, Jim McDonald is an added benefil to the new distribution
arrangements.”

The Company confirms that is in the process of entering into the formal agreemenits for these transactions on terms
consistent with those specified above.

The acqguisition of the PPS shares from Gosatti Corperation Py Lid may constitute the giving of a finarncial benefit to
Mr Trevor Adriane Gosatti pursuant to the Corporations Act and accordingly shareholder approval is being sought to
acquire these shares. In any event Chapter 10 of the ASX Listing Rules protitbits comparnies from entering into
certain transactions with persons who are in a position of inftuence uniess i receives the approval of shareholders in
a general meeting.

Entities are prohibited by ASX Listing Rule 10.1 from acquiring a substantial asset from a related party without
sharehotder approval. A substantial asset is defined in ASX Listing Rule 10.2 as an asset with a value of, or the value
of #ts consideration is, or in the opinion of the ASX is, 5% or more of the equity interests of the entity as set out in the
tatest financiat statemenis given to the ASX under the ASX Listing Rules. The proposed acguisiion involves
Shieldliner acquiring a substantial asset from a retated party, ie ShieldLiner will acquire the shares in PPS held by
Gosatti Corporation Pty Lid, a company retated to Mr Trevor Gosattl.

Pursuant to ASX Listing Rule 10.10.2, the Notice of Meeting which must be sent to sharehotders must include an
indepenident expert's report on the transaction. The report must state whethier the proposed acquisition is fair and
reasoriable to holders of the erntity's ordinary securities whose votes are niot to be disregarded. in the abserice of
shareholder approvat the proposed acquisiticn must be not proceed.

The Directors commissioned Moore Stephiens Perth Corporate Services Pty Lid to prepare an independent Expert's
Report on the fairness and reasenableness of the propesed acquisition of the 400,000 shares held in PPS by Gosatti
Corperation Pty Lid, a company in which ShieldLiner Director Mr Trevor Gosatti holds an interest. A copy of that
report is attached to this Exptanatory Memorandum and # is noted the independent Expert conciuded that in their
cptnicn "the proposed acquisition is fair and reasonable, having regard to the interests of the non-associated
shareholders of ShieldLiner”.

For the purposes of section 219{1} of the Corpoerations Act the following additional information is given in cennection
with the proposed acquisition by the Company of the 400,000 shares held in PPS by Gosattt Corporation Pty Lid;

3 identity of RKelated Parties

The retated party to whom proposed Resclution 5 would permit finaricial benefits is Mr Trevor Adrianc Gosatti, a
Director.

H} Nature of the Financial Benelit and Nature of Directors’ Interests

The nature of the financial benefit and the nature of the Interest of Mr Trevor Adriano Gosatll in Resolution § if passed
is the acquisition by the Company of 400,000 shares in PPS from Gosatti Corporation Pty Lid in consideration for the
payment by the Company to Gosatti Corporation Pty Ltd of $400,000 in accordance with the terms of an interest free
promissory note, which amount will be secured over the PPS shares the subject of the acquisition. Mr Trevor Adranc
Gosatti is a director of both ShieldLiner and Gosattt Corporation Pty Lid and accordingly, has a material personial
interest in the outcome of Resoelution 5. No othier Directors have an interest in the cutcome of Resolution 5.

Messrs Hassen, Land, McDonald arnid Zuiderwyk consider that the consideration to be paid by the Company for the
acquisition of Gosatti Corporation Pty Lid's shares in PPS is fair and reasonable and effectively reimburses Gosatli
Corperation Pty Ltd for s cost of its investment in PPS. Sharehcelders should note that the acguisition of the PPS
shares from Gosatti Corperation Pty Lid is on identical terms as the acquisition of the PPS shares held by Alinta Asset
Management (2} Pty Lid. Shareholders are referred to the Company's ASX release of 25 September 2006 set out
above for furthier information on the acquisitions.



Hiy Recommendation of the Directors

Messrs Hassen, Land, McDonald and Zuiderwyk have recommernded the proposed Resolution 5 and they do niot
have a material personal interest in the outcome of the Resolution. After a comprehensive assessmaent of all
available material information, these Directors consider that the acguisition of the shares in PPS held by Gesatti
Corporation Pty Lid is in the best interests of the Shareholders and the Company.

As Mr Gosatti has a material personal interest in Resclution 5, Mr Gosatli declines to make a recommendation to
Sharehotders on this Resolution.

% Other information

The attention of Shareholders is drawn to the Company's ASX announcement of 25 September 2006 (set out above)
and to the independent Expert's Report, In particutar, the comments of the Independent Expert on the key advantages
and disadvaritages to the non-associated Shareholders of the proposed acquisition as set cut in section 9.8 of their
report, a copy of which is attached to this Explanatory Memorandum.

Resolution 6 — Ordinary Resolution for Sharehoider Approval to Issue Options to Trevor Adriano
Gosatfi or his Nominee

Subject to the passing of Resolution 5, it is proposed that Shieldliner enter into an employment contract with Mr
Trevor Adriano Gosatti to erigage Mr Gosattl to manage on a full time basis the expanded Premium Pipe Services Pty
Lid {"PPS") business. Shareholders are referred to the commentary to Resolution 5 above for further information, in
particular the Company’s ASX release of 25 September 2006.

The Board estabiished a committee comprising Messrs Hassen and McDoenald ("the Committee”} to riegotiate the
terms of Mr Gosatti's employment contract{ the Agreemerit”).

Mr Goesatti through his family was a major seed capital provider to the Company on s acquisition of the criginal
Shieldliner patent appiication in February 2002. He was appointed a rion executive director of the Company at that
time.

Mr Gosatti is Director of Premium Corporation Pty Lid, a Western Australian based civit contracting company Mr
Gosatli established Premium Corpoeration Pty Lid in 1995 with his two brothers {Michaetl and Renny} a business which
niow hias a turriover in excess of $10 million per year and employs approximately 50 people. He has accreditations in
quality systems, Occupational Health and Safety, PVC and Sintakote pipe laying and advanced traffic management.

Mr Goesatli is the immediate past State President of the Civil Contractors Federation and serves as a National
Councillor to the National body of the Civit Contractors Federation.

Orniits establishment in January 2006, Mr Gosatli assumed the role of managing director of PPS. PPS is currently
owned equally by Alinta Asset Management {2} Pty Lid, Gosattt Corporation Pty Lid and the Company. As set out in
the commentary fo Resolution 5 above, the Company is seeking fo acquire al} of the shares held in PPS.

One of the major factors in the success of early stage companies such as Shieldliner and PPS, is their management
expertise and the commitmerit of their management. ShieldLiner and its proposed subsidiary PPS is fortunate to
hiave been able to secure the services of somecne with Mr Gosatti's background arnd experienice and the Commitiee
is confident that hie hias the necessary skills, focus and dedication to take PPS forward to be a significant operator in
the Australian trerichiless technotogy contracting industry.  As part of the acquisition of the interests in PPS and in the
interests of beth the Company and Mr Goesatli, i was considered essential that the employment arrangemenits with Mr
Gosatti were both well documerited and transparerit.

Agccordingly ShieldLiner has agreed to enter into a formal employment agreement (“Agreement”) with Mr Gosatli
setting out the terms and conditions of his appeintment as Managing Director of PPS, upon the completion of the
Comparny's acquisition of PPS. The employment contract comaes into effect on 1 December 2006 and is conditionat
on Shareholders approving Resclution 5.

In negotiating the terms and conditions of the Agreement one of the key objectives of the Committee was o ensure
that payments and benefits under the Agreement were linked to the performarice of the FPS and ShieldLiner
Sharehotder returns. The Committee was also cognisant of the need to ensure the Company retained, moetivated and
provided appropriate incentives to the PPS Managing Director and to enisure his package was commensurate with
payments made to chief executives of similar sized comparies with essentially start up businesses.

The Agreement does not contain any provisions which allow Mr Gosattl to receive financial benefits, other than
statutory entitlemerits, in connection with his retirement or removal from the position of Managing Director of PPS
{"Benefits™. Accordingly Shareholder approvat is not required to approve any termination provisions of Mr Goesatti's
proposed employment contract.

The followirig tabie sets out the key terms of the Agreement:
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Condition Precedent Mr Gosattt will only be emploved pursuant to the coritract f Shareholders approve
Resolution 5 and the issue of Options pursuarnit to Resclution 8.

Term The Agreement is opernied ended with no fixed term and provides for three months
notice of termination bey eithier party.

Accountability Mr Gosatti will report fo the Managing Director of the Company or such other
persen{s) as the Board may nominate

Base Satary Mr Gosattt's proposed remurnieration package at the commencement of the term is
$160,000 per annum and this amount incorporates his salary, the provision of a
fully maintained motor vehicte and superannuation contributicns.  The totat
package is to be reviewed annually with effect from 1 July each year. As an
executive director of the Board, Mr Gosatti will ne loniger receive non-executive
director fees. Mr Gosatti has been paid non-executive directors’ fees of $1,000
per month sirice listing of ShileldLiner in August 2004.

Anrival Discretionary Mr Gosattt will also be eligible to receive an annual discretionary performance
Performance Linked Bonus linked borius {"Bonus”). The Bonus may be earned for Mr Goesatli's performance
during each financial year ending 30 June but will be finally determined and paid
fellowinig the clesing of the books and records of the Company for the financial
vear, and review by the Board and the Company's independent auditors. The
amournt of any Borius wilt be determinied by the Board after taking into account the
degree of achievement by Mr Gosatti of agreed upon budgets and targets. The
determination of budgets and targets will be negotiated and agreed with Mr
Gosatti on an annual basis and will include objectives in terms of meeting sales
and profit objectives, development of recurring ircome streams, cost controt and
both the timely and cost effective delivery of development programs anid fonger
term contracts.

Employee Share Option Subject to Shareholder approval from time to time, Mr Gosattt will be eligible to
Scheme participate in the Scheme at a tevel commensurate with his position ini the
Company and as determined by the Board.

Othier Provisions The Agreement contains standard provisions dealing with teave entitlemenits,
expense reimbursements, indemnity arrangements, directors and officers
insurarnice, mediation, confidentiality and intellectuat property cwnership and
rights. Norie of which are considered by the Committee to be eithier urireasonable
or excessive to the Company.

In determiniing Mr Goesatti's remuneration package, the Committee was cognisarnt of the need to provide remuneration
at a level necessary to attract and retain a person with Mr Gosattl's background and expertence to enable PPS to
operate as a subsidiary of a listed comparny. At the same time, the Committee recognised that the Company shiould
riot pay more than was necessary for such & pesition, and has structured Mr Gosattl's remuneration package in a
mannier which finks rewards to both corperate and individuat performarnice. i was alse neted by the Committee that in
addition to being Managing Director of PPS, Mr Gosatli would also continue as a Director of the Company

In determiniing Mr Gosatti's remuneration package and employmernit contract provisions, the Committee considered
that the major principles to meet were:

« to provide a package that was competitive in the marketplace given Mr Gosatti’s roles and duties;

« o attract and retain an executive capable of achieving the Company’s objectives; and

« o align the interests of the Mr Gosatti with the interests of Shareholders and thus incorporate appropriate
incentives and equity participation.

As noted above Mr Gosattl's proposed employment arrarigements provides that subject to Sharehiotder approval Mr
Gosatli will be eligible from time to time to participate in the Company’s Employee Share Option Scheme at a tevel
commaernisurate with his position in the Company and as determined by the Board.

It is proposed on entering into the Agreement that Mr Gosatti be granted 200,000 Options. The grant of these
Options are not being made pursuant to the Scheme.

The proposed grant of Options to Mr Gosatti is on similar terms and conditions as the Options proposed to be granted
to Mr McDoenald pursuant to Resclution 4, namely, the Options can be exercised at any time after Shareholder
approvat but before 5 August 2008. i niot exercised beforehand, the Opticns tapse within twelve months of Mr Gosatti
ceasing to be a Director of the Comparny. 100,000 of the Options are exercisable at a price of 30 cents and the
remaining 100,000 Options have an exercise price of 35 cents each. All other terms and conditions pertaining to the
grant of the Options are in accordarice with the conditioris stipulated i the employee shiare option scheme approved
by Shareholders, details of which are Incorporated in the commentary below on Resolution 7. Where the Scheme
provisions differ from the feregoing conditions the foregoing conditions take precedence.
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Whilst the proposed exercise prices of the Options to be issued to Mr Gosatti or his nominee pursuant to Resolution 6
is at prices between approximately 80 % and 101 % higher than the weighted average price of shares sold in the 30
days pricr to the announicement of the PPS and GRE transactions on 25 September 2008, the granting of the Options
may constitute the giving of a financial benefit pursuant to the Corporations Act and accordingly Sharehiolder approval
is being sought to approve the issue of these Options.

ASX Listing 10.11 requires a listed company o obtain shareholder approval by ordinary resotution prior to the issue of
securities {inctuding an option) to a related party of the Comparny. As set cut above, Mr Gosatti is a related party and
accordingly Shareholder approval is also sought under Resclution & for the purposes of ASX Listing Rute 10.11. As
Sharehiotder approval is being sought pursuant to ASX Listing 10.11 approval is rniot required under ASX Listing Rule
7.1,

The Board remains of the view that there is a need for an appropriate alignment between the rewards to Directors and
returns to Shareholders and that in small essentially start up type companies Options are an appropriate long term
incentive for Directors, provided the terms of the Options are property designed. In particular, it is important that there
are appropriate performarice conditions in place as a condition of vesting of any Optlons. For the offer of Options to
Mr Gosatti to be in the money requires a sigrifficant increase in the Share price above the weighted average price of
shares sold in the 30 days prior to the announcement of the PPS and GRE transactions on 25 September 20086.

Any issue of Options to a Director requires Shareholder approval and accoerdingly, Sharehotder approval is being
sought pursuant to Resclution 6 to issue Trevor Adriano Gosatli or his riominiee with 100,000 Opticns at an exercise
price of $0.30 (30 cerits) per Share and 100,000 Options at an exercise price of $0.35 (35 cernits) per Share.

ASX Listing Rules

ASX Listing Rule 10.13 sets out a iumber of matters which must be included in a notice of meeting proposing an
approval under ASX Listing Rule 10.11. For the purpeses of ASX Listing Rule 10.13, the following information is
provided in respect of Resclution 6.

1. The Opticns will be granted to Mr Gosatti or his nomiriees within 1 day of Shareholder approval.

2. The issue price for the Options will be nill. Accordingly, there will be rio funids raised from the issue of these
Options. Furthier funids may be raised on the eventuat exercise of the Options, however, there is o guarantee that
the Opticns will be exercised at any future time. Such funids will be used for the purpose of providing working capital
to the Company.

3. The totat number of Options and exercise price per Share of the Options to be issued to Mr Gosatti or his nominees
is as follows;

Director 30 Cent Exercise Price 35 Cent Exercise Price
TA Gosatti 160,000 160,000

4. The Opticns can be exercised at any time after Sharehotder approval but before 5 August 2008.

5. If riot exercised beforehand, the Options lapse within 12 months of Mr Gosatli ceasing to be a director of the
Compariy.

8. All other terms and conditions pertaining to the grant of the Optionis will be in accordance with the conditions
stipulated in the Scheme, details of which are incorperated in the commentary below on Resolution 7. Where the
Scheme provisions differ from the foregoing conditions the foregoing conditions take precedence.

7. The Company will not be seeking official guotation of the Options on ASX.

Corporations Act

The following additional information is given in connection with the proposed grant of Options to Mr Gosatti or his
riomiriees for the purposes of section 219(1) of the Corporations Act.

i identity of Related Parties

The retated party to whom proposed Resolution 6 would permit finaricial benefits is Mr Trevor Adriano Gosatti or his
riomiriee.

H} Nature of the Financial Benelit and Nature of Directors’ Interests
The nature of the financial benefit and the direct interest of Mr Trevor Adriano Gosatli in Resolution 6 i passed is the
grant of 200,060 Options to Mr Trever Adriano Gosattt or his nominee for rio consideration, expiring approximately

two years and nine months after the date of grant of the Options, and on the terms and conditions set out iri this
Exptariatory Memorandum. No other Directors hiave an interest in the outcome of Resclution 6.
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Hiy Recommendation of the Directors

Messrs Hassen, Land, McDonald and Zuiderwyk have recommerided the proposed Resotution 6 to Shareholders and
they do not have a material personal interest in the outcome of the Resolution. These Directors consider that the
proposed grant of Options, in the number, on the terms and having a value as set out in this Explanatory
Memoraridum, to Mr Gosatli pursuant to this Resolution, is appropriate and reascnable to provide Mr Gosatti with ani
incentive for fulure performarice in his role as Managing Director of the Company’s proposed subsidiary Premium
Pipe Services Pty Lid. After a comprehensive assessment of all available material information, the Directors believe
that the proposed grant of Options to Mr Gosatti is in the best interests of the Company and s Shareholders.

As Mr Gosatti has a material personal interest in Resclution 6 (set out above in (i)}, Mr Gosatti declines tomake a
recommendation to Shareholders on this Resolution.

% Other information

Furthier details regarding the Company’s proposed acquisition of Premium Pipe Services Py Lid and the appointment
of Mr Gosatli as marniaging director of Premium Pipe Services Pty Lid upon compietion of the acquisition is set out ini
the commentary on Resclutions 5 and 6 in this Explanatory Memoranidum. Shiarehciders should ricte that this
Resolution is subject to the approval of Resolution 5.

If the proposed Resolution 6 is passed and the Options are granted and then all exercised, the percentage
sharehotding in the Company of all then existing Shareholders would be diluted by a maximum of 0.5% by the issue
of the Shares upen exercise of the Options. This assumes no other outstanding Opticns are exercised and no further
Shares are issued by the Company.

Using the methodology outlined in the Option Pricing Model, Generatised Black Scholes, Version 2, for valuing
employee share options, for the grant of the Options to Mr Gosatti the finaricial benefit is $0.01 (1.01 cents) per
Option for those Options with an exercise price of 30 cents and $0.005 (0.54 cents) per Option for those Options with
an exercise price of 35 cents per Option calculated utilising the following assumptions:-

«  Current share price 1B cerits

+« Exercise price eithier 30 or 35 cents as the case may be

+  Time to maturity 1013 days from date of issue announcement
+ Interest rate 5.75%

o Volatility 25%

Orni the basis of the proposed option issue and applying the Black Scholes methed for valuing options the finariciat
benefit being provided to Mr Gosatti pursuart to Resolution 6 is $1,546. Thie number of Shares and Options held by or
on behalf of each Director and their associates in the Company at the date of the Notice are as follows:

Director Shares Options %
Shareholding
{on undituted
basis}
John Hassen 3,583,500 BG0,000 9.61
Julian Land 50,000 200,000 0.13
Trevor Gosatti 1,700,360 200,000 4.56
Tony Zuiderwyk 28,400 - 0.08
James McDonald 100,000 - 0.27

The Company's issued capital at the date of this Notice was 37,295,000 Shares. In addition to the foregeing Options
proposed to be issued to Mr Gosattl, at the date of this Notice 220,000 Optioris hiave beer issued by the Company to
employees pursuant to the Company's Employee Share Option Scheme and 300,000 Options are proposed to be
issued to Mr McDonald pursuant to Resotution 4. On the assumpticr that the Options the subject of Resolutions 4
and § are issued and exercised, all of the existing Options are exercised and that no further Shiares are issued by the
Company, the interest of Mr Gosattl in the Shares is 5.36%.

If the Options were exercised at the time of the anniouncement of the PPS and GRE transactions on 25 September
2006 there would be no oppertunity cost to the Company as the Share price at which the Company’s Shares were
trading on ASX at that time was below the exercise price of the Optiens. The market price for Shares during the term
of the Options would normally determinie whether or riot Mr Gosatti exercises the Options. if at the time any of the
Options are exercised the Shares are trading on ASX at a price thiat is higher than the exercise price of the Options,
there may be a perceived cost to the Company.

The highest and lowest price trading price of the Shares in the Company cver the past 12 months has been as
follows:

Highest — 29 cents on 5 January 20086
Lowest - 12 cernts on 29 June 20086

The most recent closing price of Shares on ASX prior to the lodgment of the Notice with ASIC was 17.5 cents on 17
October 2006,
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Resolution 7 —Approval for the Continuation of the Shieldliner Limited Employee Share Option Scheme
Listing Rule 7.2 {(Exception 8).

Under Chapter 7 of the ASX Listing Rules limitations are placed on the capacity of a comparny to enlarge its capital
base through the issue of equity securities without first obtaining shareholder approval. ASX Listing Rule 7.1 provides
generally that a company may not issue shares, options or other securities with righis to subscribe for or to convert
into shiares equat to more than 15% of the company's issued share capital in any 12 months without first obtaining
sharehotder approval.

Listing Rule 7.2 {Exception 8) of the Listing Rules of Australian Stock Exchange Limited excludes from the calculation
of securities that can be issued, whilst still retaining the Company's 15% capacity to issue further securities, issues of
options pursuant to a Sharehelder approved share option scheme. . tn order to comply with Listing Rule 7.2
{Exception 9) approval of the exception for the issues of options pursuant to a Shareholder approved share option
scheme must be renewed every three years.

Resolution 7 seeks renewal of Sharehelder approval for Options issued pursuant to the ShieldLiner Limited Emplovee
Share Opticn Scheme ("Scheme”) to continue fo be incorperated as an exception to Listing Rule 7.1 of the Listing
Ruies of Australian Stock Exchange Limited. In accordance with the requirements of Listing Rule 7.2 {Exception 9
{b}} the following additional information is provided in respect of the Schieme and securities issued since the date of
the last approval was grarited.

At a meeting of Shareholders held on 18 December 2003 Shareholders approved the establishment of the Scheme.
A summary of the terms of the Scheme was incorporated in the Company’s initial public offering prospectus dated 7
May 2004,

The purpose of the Schieme is to provide a means by which employees of the Compariy, including Directors, upon
whom the responsibilities for the successful growth of the Company rest, can share in such growth, thereby
strengthening their commitment to the Company. The full terms and conditions of the Scheme are available for
inspection at the Company’s registered office at B1-85 Prinsep Road, Jandaket, Western Austratia, during normat
business hours. Alternatively, upon request to the Company Secretary, a copy will be mailed or provided electrenically
to any Shareholder.

Pursuarit to the Scheme, and subject 1o any approvals required by the Corporations Act and the Listing Rules of the
ASX the Directors may from time to time resoclve to grant such niumber of Options, al such exercise price to such
emplovees of the Comparny as determined by the Directors.

The priricipal terms of the Scheme are as follows:

The Company may issue Options to employees or their nominated associate under the Scheme. Those eligible to
receive securities under the Schieme are employees and directors of the Company.

The total number of Options that may be offered pursuant to the Scheme shall not exceed 5% of the issued capitat of
the Compariy from time to time.

The mairn terms of the Options that may be granted under the Schieme are as follows:

{a} Each Option ertities the holder, upen exercise, to be allotted one fully paid ordinary share in the capital of
the Compariy.

{b} The exercise price of the Options must not be less than the greater of twenty {20} cents or 120% of the
market value of Shares or such greater price determinied by the Board.

{c) Opticns shall be exercisable within such period{s) or upon such event{s} as the Directors specify, provided
the maximum exercise period is five (5} years and no Option may be exercised before the expiration of twelve months
from s grant except in the event of a change of control of the Company in which case arrangements wilt apply to that
the Options can either be cornverted, bought back or substituted on such terms and conditions as the Board considers
fair and reasonabie having due regard to the interests of alt equity holders in the Company.

{d} Generally, Optionis shail lapse within 30 days of the participant ceasing to be an employee or a director for
any reasen although a longer period can be stipulated by the Board con a case by case basis. in the event of death,
permanent incapacity, retirement or at the end of a contract of service, a maximum period of 30 days is allowed to
exercise those Options that are exercisable.

(e} Options may be exercised by the Option hiolder delivering to the Company before the expiry date a notice
specifying the number of Options to be exercised, an option certificate covering that number of Options and payment
for the exercise price.

4] Options may only be transferred with the approval of the Board.
{g} Shares issued upon the exercise of Optiens shall rank equally in all respects with existing Shares.
{h} The Options will not entitle the Option hiolder to dividends uritil the Oplions are exercised.
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{i} Each Option will enly entitie the Option helder to participate in new {other than bonus issue or similar
transaction} issues of Shares or other securities of the Company on the prior exercise of the Option in which case the
Option holder shall be given written notice of the terms of issue to Shareholders at least nine (8) business days hefore
the record date for the issue, to exercise the Option.

{} In the event of a borius issue to Sharehotders the number of Shares over which each Option is exercisable
shall be increased by the number of Shares which the Opticn holder would have recelved if the Optlon had been
exercised before the record date for the bonus issue. The bonus shares must be paid up by the Company cut of the
profits or reserves {as the case may be} in the same mariner as was applied in the bonus issue and rank equally in all
respects with other shares of that class on issue at the date of issue of the bonus shares.

{k} Opticns wilt not be quoted on ASX. Application for listing will be made for Shares allotted pursuant to the
exercise of Options in the event the Shares are listed.

{13 An application for Opticns shall be made by persons invited to participate in the Scheme in such form and
upon such reasoriable terms and conditions as are approved by the Directors from time to time.

{m} In the everit of any reconistruction {including consclidation, subdivision, reduction or return} of the issued
capital of the Company, the terms of Optlions will be reconstructed {(as appropriate) in a manner which is consistent
with the ASX Listing Rules.

The Directors will have the absolute unfettered discretion as to how mary {if any) securities are granted pursuant to
the Scheme from time to time and to whom {amongst eligibte participants).

Any rescliution made by the Board to grant options to a Director pursuant to the Schieme will require the prior approval
of Sharehotders pursuant to the provisions of the Corporations Act and the Listing Rules of the ASX.

The details of Options granted to employees pursuant to the Scheme since its establishment is set out below;

Granit date Expiry date Exercise price Number of options
18 February 2005 18 February 2010 30 certs 200,000
31 December 2005 31 December 2010 30 cents 20,000

No Opticns have been issued to the Directors pursuant o the Scheme.

Resolution 8 - Shareholder Approval to increase Directors’ Fees paid to Non-Executive Directors

In accordarice with Clause 11.15 of the Company's censtitution, the maximum aggregate amount payable anrually as
fees to norn-executive directors of the Company {for their services as directors including their service on a commitiee
of directors} must be approved by Shareholders. At a meeting of shareholders held on 18 December 2003 the
maximum aggregate amount of Directors’ fees payable to nion-executive Directors was set at $100,000.

Orni the basis Resclutions 5 and 6 are passed the Company will then have two executive directors, namely Messrs
Hassern and Gosatti and three rion executive Directors. The Board currently pays fees of $12,000 per annum to each
non-executive Director and $18,000 to the Chairman. These fees are certainly at the lower end of the range of fees
payable to non-executive directors of comparable sized ASX listed comparnies. Additicnal day rate fees are payable
to non executive directors on a case by case basis for work performed over and above the reles of the other rion-
executive directors, although it is noted such paymernts have been minimal over the last three years.

The proposal before the mesting is to increase the maximum aggregate amount of Directors’ fees payabte to rion-
executive Directors from $100,000 to $200,000 per annum. This amount:

« has been determined by refererice to the size, nature and complexity of the Company’s operations and the
tikety additicnal responsibilities of the Board following the proposed acquisition of Premium Pipe Services Ply
Lid and the GRE business;
« takes into account the Company's planined expanision into other complemeritary businesses and activities;
« compares favourably with the fees payabie fo directors of compariles of comparable size; and
« allows for an increase in the number of directors of the Compariy if deemed riecessary in the future.
Scepe will then exist for increasing the fees payable fo the non executive Chairman and to the existing nion-executive
Directors if the demands and resporisibilities increase to a level where additionat fees should be patd. Unitil further
approvais are sought, the Board will operate from a maximum amount of $200,000 being avallable to pay non-
executive Directors.
Given their interest in the subject matter of this resclution, the Non Executive Directors make no recommendation to

Sharehotders cn Resolution 8. Mr Hassen and Mr Gosatli recommend the approval by Sharehclders of Resolution 8
for the reasens set out above.
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MOORE STEPHENS PERTH CORPORATE SERVICES PTYLTD

AFSL 240773

FINANCIAL SERVICES GUIDE

This Financial Services Guide is issued in relation to the
Independent Expert's Report on the Proposed Acquisition of
shares in Premium Pipe Services Pty Ltd by Shieldliner
Limited ("Shieldliner”} Limited prepared at the request of the
Directors of ShieldLiner for inclusion in a Notice of Meeting of
Shareholders to be dated on or about 28 October 2008
pursuart to ASX Listing Rule 10.10.1.

Moore Stephens Perth Corporate Services Pty Lid

foore Stephens Perth Corporate Services Pty Ltd {"MSPCS™)
has been engaged by the directors of ShieldLiner to prepare
an independent expert’s report expressing our apinion as to
whether or not the proposed acqulsition is “fair and
reasonable” to non-assoclated shareholders of Shisldliner.

MSPC S holds an Australian Financial Services Licence —
Licanca No 240773,

Financiat Servicas Guide

As aresult of our report being provided to vou we are required
toissue to you, as a retall client, a Financial Services Guide
{'F8G". The FSG includes information on the use of general
financlal product advice and is issued s0 a3 to comply with
our ebligations as holder of an Australian Financial Services
Licence.

Financiat Servicas we are licensad to provide

We hold an Australian Financial Services Licence which
authorises us fo provide reports for the purposes of acting for
and on behalf of clients in relation to proposed or actual
mergers, acquisitions, takeovers, corporate restructures or
share issues, and to carry on a financial services business to
provide general financial product advice for securities to retail
and wholesale clients.

We provide financlal product advice by virtue of an
engagement to issue a Report in connection with the issue of
securities of & company or other entities.

Cur report includes a description of the circumstances of our
engagement and identifies the party who has engaged us.
You have not engaged us directly but will be provided with a
copy of owr report (as a retail client} because of your
connection with the matters on which our report has been
lssued. Wae do not accept instructions from retall clants and
do not recelve remuneration from retail clents for financial
sarvices.

Gur report is provided on our own behalf as an Australian
Financial Services Licenses authorised to provide the
financlal product advice contalned in this report.

General Financial Product Advice

Our report provides general financial product advice only, and
does provide personal financial product advice, because it
has been prepared without taking into account your particular
personal circumstances or objectives {either financlal or
otherwise}, vour financial position or your needs.

Some individuals may place a different emphasis on various
aspects of potential investmeants.

An individual's decision in relation to the Proposed Acquisition
may be influenced by thelr particular circumstances and,
therafore, individuals should seek independent advics,

Benefits that we may receive

We have charged fees for providing our report. The basis on
which our fees will be determined has been agreed with, and
wili be paid by, the person who engaged us to provide the
report. Our fees have been agreed on either a fixed fee or
tirng cost basis.

Remuneration or other benefits received by our
employees

Al owr employess recelve a salary. Employees may be
gligible for bonuses based on overall productivity and
contribution to the operation of MSPCS or related entities but
alty bonuses are not directly in connection with any
assignment and in particular are not directly refated to the
engagement for which our report was provided.

Raferrals

We do not pay commissions or provide any ofher benefits to
aty parties or person for referring customers to us in
connection with the raports that we ars licensed to provide.

Associations and relationships

MSPC3 is the licensed corporate advisory arm of Moore
Stephens Perth, Chartered Accountants and Business
Advisers. The directors of MBPCS may also be partners in
Moore Stephens Perth Chartered, Accountants and Business
Advisers.

Moorse Stephens Parth, Chartered Accountants and Business
Advisers Is comptised of a number of related entities that
provide audit, accounting, tax, insolvency and financial
advisory services fo a wide range of clients.

MEPCS's contact details are sef out on our istterhead.
Complaints resolution

As the holder of an Australian Financial Services Licence, we
are required to have a system for handling complaints from
persons to whom we provide financial product advice. All
complaints must be in weiting, addressed to The Complaints
Officer, Moore Stephens, PO Box 3018, Perth Adslaide
Terrace, WA 6832,

On receipt of & written complaint we will record tha complaint,
acknowledge receipt of the complaint and seek to resolve the
complaint as soon as practical.

i we cannot reach a satisfactory resolution, you canraise
your concerns with the Financlal Industry Complaints Service
{"FICE"). FICS is an independent body established to provide
advice and assistance in helping resolve complaints relating
to the financial services industry. MSPCS is @ member of
FICS. FICE may be contacted directly via the details set out
below.

Financial Industry Complaints Service Limited
PO Box 576

Collins Street West

Melbourne VIC 8007

Toll free: 1300 78 08 (8

Facsimie: {03} 9621 2291

Email: fics@@fics.asn.au
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MOORE STEPHENS

B R s i

11 October 2006

The Directors

ShieldLiner Limied

Lot 1003 Prinsep Road
JANDAKOT WA 6164

Dear Sirs

INDEPENDENT EXPERTS REPORT

1. INTRODUCTION
1.4 Cverview

ShieldLiner Limited {"ShieldLiner"} s a Public Company listed on the Australian Stock Exchange
{"ASX". The directors of ShieldLiner instructed Moore Stephens Perth Corporate Services Pty Lid
to prepare an independent experts repart in refation {0 the proposed acquisition of shares in an
entity ("the Proposed Acquisition™} deemed to be owned by a related party.

The Proposed Acquisition can be summarised as follows:

s+ ShieldLiner presently owns 400,000 fully paid ordinary shares in Premium Pipe Services Ply
Limited {"PPS"). This represents an equity interest in PPS of 33.33%.

+ |t is proposed that ShieldLiner will acquire the balance of shares in PR3, representing 66.67%
of the total equity in PPS, being 800,000 ordinary fully paid shares for a purchase
consideration of $800,000.

s+ Gosalti Corporation Py Lid as trustee for the Renaissance Trust ("GCPL"} will sell its 400,000
ordinary fully paid shares {representing a one third equity interest in PR3} for $400,000. ltis
noted that Mr Trevor Gosatti is a director of GCPL, ShieldLingr and PPS and has an interest
in both sides of the transaction. As such, he is desmed to be a related party and this part of
the transaction requires an independent experts report.

s+ Alinta Asset Management {2) Pty Ltd ("AAM") formerly National Power Services Pty Limited
will also sell its one third equity interest to ShieldLiner for $400,000. NPS AAM is an
independent shareholder and is not considered a related party requiring an independent
experis report.

*  The purchase consideration will be by way of interest free promissory notes payabile on 29
June 2007. The promissory notes are secured by a charge over the PPS shares being
acquired.

s  As a result of the Proposed Acquisition, ShieldLiner will have a 100% equity ownership of
PPS.

+ At the ime of this report PPS has been appointed as, sffectively, the exclusive distributor in
Australia and New Zealand for a range of glass reinforced epoxy ("GRE"} pipes and fittings
manufactured by Fiber Glass Systems LP ('FG8™). As part of the distribution arrangements
PPS will acquire certain assets and staff ("GRE acquisition”} from the previous distributor,
AAM, for $480,000. This acquisition & structured to occur concurrently with, and is
contingent on, the successful acquisition of PPS by ShieldLiner.

* In regard to the GRE acquisition, as AAM is an Independent shareholder and is not
considered a refated party requiring an independent expert’s report, no comment is made in
regard to the fairness and reasonablenass of the GRE acquisition.

hMoore Stephens Perth Comporate Services Py Lid

ABN 41421 048 107

Level 3, 12 8t Georges Terrace Perth , Western Australia 6000

Telephone +681 8 9225 5355 Facsimile +81 8 9225 6181

Email pethifmoorestephens com. au Website www moorestebphens com .au

A mamber of the Moare Sfephens infemational Limited Group of independent Firme



1.2

Ownership Structure

ShieldLiner has on issue 37,295,000 fully paid ordinary shares which are quoted on the ASX and has on
issue 1,420,000 options over ordinary shares. The ownership structure of ShieldLiner will not change as a
result of the Proposed Acquisition.

PURPOSE OF THE REPORT

Chapter 10 of the ASX Listing Rules prohibits entities from entering into certain ransactions with persons
that are in a position of influence unless it receives the approval of shareholders in a general meeting.

Entities are prohibited by Listing Rule 10.1 from acquiring a substantiat asset from a related party without
shareholder approval. A substantial asset is defined in Listing Rufe 10.2 as an asset with a value of, or the
value of its consideration is, or in the opinion of the ASX is, 5% or more of the equity interests of the entity
as set out in the latest financial statements given to the ASX under the Listing Rules. The Proposed
Acquisition involves ShieldLiner acquiring a substantial asset from a related party, ie ShieldLiner will
acquire the ownership interests in PPS held by Gosatti Corporation Pty Lid a company related to Mr
Trevor Gosatti.

Pursuant fo Listing Rule 10.10.2, the Notice of Meeling which must be sent to shareholders must include
an independent experts report on the transaction. The report must state whether the Proposed Acquisition
is fair and reasonable to helders of the entities ordinary securities whose votes are not to be disregarded.
In the absence of shareholder approval the Proposed Acquisition must be cancelled.

We note that there are no guidelines available to determine what constitutes “fair and reasonable” for the
purpese of Chapter 10 of the ASX Listing Rufes. In determining our criteria for assessing faimess and
reasonableness we have considersd the definition of “fair and reasonable” as outiined in the Australian
Securities and Investments Commission ("ASIC™ Policy Staternent 74, which applies to approvals granted
pursuant to Section 611 of the Corporations Act 2001, and have determined the principal consideration is
whether non-associated shareholders are better off if the Proposed Acquisition proceeds than if it does
not.

In the determination of what is “fair and reasonable” ASIC Policy Statement 74 notes:

“...what is fair and reasonable for non-associated shareholders should be judged in all the circumstances
of the proposal. The report must compare the likely advantages and disadvantages for the non-associated
sharsholders if the proposal is agreed to, with the advartages and disadvaniages to those shareholders if
it is not. Comparing the value of the shares to be acquired under the proposal and the value of the
conisideration to be paid is only one element of this assessment...”

Iny forrming our epinion on whether or net the Proposed Acquisition is fair and reasonable for the non-
associated shareholders of ShieldLiner we have:

. Comparad the fair value of the shares being acquired by ShieldLiner in PPS, with the value of
the consideration offered of $400,000 in the form of promissory notes to be issued by
ShieldLiner and

+  Compare the likely advantages and disadvantages of the Proposed Acquisition.
Moore Stephens Perth Corporate Services Pty Lid has been engaged by the Directors of ShieldLiner to
prepare a repor providing an independent opinion as to the fairness and reasonablenesss of the Proposaed

Acquisition for the purposes of Listing Rufe 10.1. Our report has been prepared for the exclusive purpose
of assisting the non-associated shareholders in their assessment of the Proposed Acquisition.
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3.1

3.2

SUMMARY AND CONCLUSIONS

I our opinion the Proposed Acquisition is fair and reasonable, having regard o the interests of the non-
associated shareholders of ShieldLiner.

This opinion is based on our view that the advantages of the Proposed Acquisition out weigh the
disadvantages and consequently, the non-associated shareholders will be better off if the Proposed
Acquisttion procesds than if it does not.

The principal factors affecting our opinion are summarised below and are discussed in more detail in
Section 9 of this report.

Value of Shares being Acquired in PPS Compared to Consideration Being Paid

We have valued the PPS shares being acquired by ShieldLiner to be between $1.10 to $1.23.

This compares to the censideration being paid to the PPS shareholders of $400,000, equating to $1.00
per ordinary fully paid share.

Accordingly as the value of the shares being acquired by Shieldliner in PPS is greater than the
purchase consideration, we have assessed the Proposed Acquisition as being fair to ShieldLiner
and to the rion-associated shareholders of ShieldLiner.

Gther Factors

Gther Value Considerations

¢ Shares in PPS Acquired from AAM

Of the 66.67% equity interest proposed to be acquired in PPS 33.3% will be acquired from a related party
and 33.33% will be acquired from an arms length party (AAM). The purchase consideration for both
parcels of shares is the same ie $400,000. The fact that the purchase consideration for the related party
acquisition is the same as that for the arms length acquisition provides further evidence that the purchase
price represents fair value for shares in PPS.

* GRE Acquisition

Although we have not commented on the faimess and reasonableness of the GRE acquisition, the fact
that this is an ‘arm’s length’ ransaction between non-related parties indicates that the consideration
offered by PPS is fair.

Key Advantages

By virtue of ShieldLiner controlling PPS, wilt provide greater flexibility over the strategic direction of PPS to
ensure that it maximises the posttion and interests of ShieldLiner.

The Proposed Acguisition will provide ShisldLiner with control over PPS and to this end provides
ShieldLiner with a dedicated commercial contracting business, which it can use to assist in the
commercialisation of the ShieldLiner Technology and take advantage of cross selling opportunities.

The Proposed Acguisition should realise cost benefits, as we are advised that all group companies will be
located from one location, with cost savings anticipated in areas such as accounting and administration.
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Key Disadvantages

The Proposed Acquisition will result in an increase in liabilities, albeit by way of interest free promissory
notes payable to the vendors of the PPS shares.

As noted in the report, PPS has fimited historical financial resuits and our assessment as to the financial
performance of PPS has been based upon forecast results, in relation to which there is considerable
inherent uncerainty and risk as to whether or not actual financial results achioved will meet or achieve

foracasts.

This opinion should be read in conjunction with the attached report, which outlines our detailed findings
and the scope of this report.

Yours faithfully

Neit Pace
Director
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SOURCES OF INFORMATION

In preparing this report and arriving at our opinion we have considered a number of sources of information
as detailed in Appendix 2 to this report.

The staterments and opinions in this report are made in good faith and have been based upon information
believed to be reliable and accurate. We have relied upon the information set out in Appendix 2 and
have no reason to believe that any material factors have been withheld from us.

PROFILE OF THE INDUSTRY

Introduction

PPS has been established with the objective of becoming a major Austrafian trenchless technology
contractor. Trenchless technologies are technigues for the installation, replacement, renovation and
repair of pipes, ducts and other underground apparatus with minimum excavation from the surface, and
also includes associated techniques such as leak detection, inspection and location of existing
infrastructure. The business PPS undertakes includes the rehabilitation of pipes, CCTV inspections and
assessments, pipe cleaning, ShieldLiner relining services, pipe bursting, slip lining, rehabllitation utilising
proprietary CIP systems, cutting and any other trenchiess technology services and other activities
required by customers from ime to time.

The following overview of the pipeline industry was provided by the management of ShieldLiner.
Industry Overview

Major advances have been made in recent years in pipeline technology, however, typical sewerage and
water distribution systemns in many cities worldwide contain a large percentage of older pipes.

The problems of maintaining ageing pipe infrastructure is highiighted by the knowledge that in the
Australian water industry, it is estimated there are some 150,000 kilometres of water mains and 96,000
kilometres of sewer and sewerage pumping mains. Despite Australia having a relatively newer pipe
infrastructure the system is nevertheless subject to breaks and chokes. In 2000/2001 the average number
of reported water main pipe breaks and leaks was 31 per 100 kilometres of pipe or approximately 46,500
failures per annum.

I Australian sewer mains the average number of reported breaks or chokes in 2000/2001 was 44 per 100
kilometres. The vast majority of breaks in sewer mains in Australia are caused by tree root infrusion,
which is also the main cause of breaks or chokes in house service lines that connect households to the
sewer main. If the cost associated with water infiltration and exfiltration into the sewer system are also
included, the cost of breaks or chokes to Australian water authorities escalates significantly.

Unaccounted for water Is usually altributed to several causes including leakage, metering errors and theft,
however, feakage is the major cause. Water leakage can be a costly problem, not only in terms of wasting
a natural resource but also in economic terms. The primary economic foss due to leakage is the cost of
raw water, its treatment and transportation. Leakage inevitably also resuits in secondary econormnic foss in
the form of damage to the pipe network iself such as erosion of pipe bedding and major pipe breaks, and
in the form of damage to foundations of roads and buildings.

Besides the environmentat and economic fosses caused by leaking pipes can create a public heatth risk,
as every leak is a potential entry point for contaminants if a pressure drop occurs in the system.

As pipe assets age, they tend to break more frequently. However, it is not cost-effective to replace most
pipes before, or even after, the first break. 1t may be cost-efficient for utilities to endure some number of
breaks before funding complete replacement of thelr pipes. Considering the size of aging pipe
infrastructure created in the last century, it is anticipated that there will be a significant increase in break
rates and therefore repair costs over the coming decades. This will occur even when utilities are making
efficient levels of investment in replacement that may be several times today’s levels.
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6.1

6.2

6.3

A utility can choose to manage its infrastructure replacement needs in various ways. For example, the
utility rmay accept increased break repair costs up to a point and delay the replacermnent of an old pipe,
rehabilitale certain pipes to "buy time,” or adopt other asset management technigues to extend the fife of
the pipes as long as possible. Nevertheless, it appears inevitable that many utilities wil! face substantial
increases in infrastructure investments over the next 30 years, to replace pipes laid down over 100 years
ago.

Water authorities around the world are facing an aging infrastructure that brings with it significant
ecenomic challenges. In many of these dilities a significant amount of buried infrastructure is at or very
near the end of its expected life span. Most utilities have net faced the need to replace huge amounts of
this infrastructure before now because the infrastructure was too young.

There will be a growing confiict between the need to replace worn-out infrastructure and the need to
invest in compliance with regulatory standards concerning water quality. In addition, the concurrent
dermands for investment in wastewater infrastructure and compliance with regulatory requirsments in
respect of sewerage and waste water infiltration, exdiltration and overflows will compete for capital and
maintenance budgets

Water Authorities require the capacity to economically reline and rehabilitate pipes rather than incur
considerable costs in energy, disruplion to services, roads and vegetation associated with a replacement
only solution. There is a considerable existing international market for utilising trenchiess technologies for
refurbishing pipes rather than replacing pipes, particularly when the rehabilitate decision can be supported
by sclutions that provide both economic and environmentat life of systemn advantages.

PPS’s target market consists of government agencies, municipal councils and private pipeline owners and
operators. The available market In storm water and sewerage pipe repair, rehabilitation and associated
services is currently estimated at approximately $200 million per year and is expected to double in size
over the next 5 years. Major competitors are Drilling Pty Litd. (part of the Georgiou Group in WA), Collex
Nodig, Kembla Watertech and Interflow. They have a combined estimated market share of
approximately 80% of the storm water and sewerage pipe repair and rehabilitation market.

PROFILE OF SHIELDLINER LIMITED

Background

ShieldLiner was incorporated on 21 May 2001 as ShieldLinerCo Pty Lid with an issued capital of
1,000,000 fully paid to $0.01 ordinary shares. It was established to specifically develop and
commercialise, what was at the time, a patent pending innovative new pipe refining and rehabilitation
technology known as the ShieldLiner Systern. The ShieldLiner System has potentiad applications in the
water, sewerage, storm water, oil, gas and mining industries.

ShieldLinerCoe Pty Ltd converted to a public company on 28 February 2002. On 7 January 2004, the
company changed its name to ShieldLiner Limited and its shares were listed on the Australian Stock
Exchange on 10 August 2004.

Corporate Structure

ShieldLiner owns 400,000 ordinary fully paid shares in PPS, which represents 33.33% of the issued
capital in PPS.

Share Capital and Ownership
ShieldLiner has on ssue 37,295,000 fully paid ordinary shares, which are guoted on the ASX.
In addition the company has on issue 1,420,000 options to acquire ordinary shares. The Board of

Directors have also granted 300,000 options but these have not vested as their issue is subject to
approval of shareholders.
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A summary of ShieldLiner’s major shareholders as at 30 June 20086 is as follows.

6.4

6.5

R Shareholder 1T . Number of Shares .| . Percentage of Issued
Capital

Golden Rivers Mining Pty Lid 11,680,020 31.34
John Witford & Leonie Margaret Hassen 3,295,800 8.84
National Power Services {WA) Ply Lid 2,102,500 5.64
Alinta Asset Management 2 Ply Lid (formerly 1,840,000 4.93
National Power Services Ply Lid)

(Gosatti Corporation Ply Lid 1,200,360 3.22
Sord Technologies Limited 980,000 2.57

Financial Position

Set out below is the audited staternent of financial position of ShieldLiner as at 30 June 20086,

Statement of Financial Position .. " L cAsat o
O RORPERD RTINS 30 June 2006
$
Current Assets
Cash Assets 1,190,871
Inventories 14,723
Receivables 353,937
Total Current Assets 1,559,531
Non-Current Assets
Plant and Equipment 109,020
Investments accounied for using the equity method 368,408
Intangible Assets 614,861
Total Non-Current Assets 1,092,317
Total Assets 2,651,848
Current Liabilities
Payables 138,578
Provisions 10,350
Total Current Liabilities 148,928
Non-Current Liabilities
Payables 78,050
Provigions 17.381
Deferred Tax Liabilities 138,038
Total Non-Current Liabilities 231,449
Total Liabilitias $380,377
Net Assets 2271471
Equity
Coniributed Equity 3,348,048
Option Premium Reserve 48,394
Accumulated Losses (1,122,972}
Total Eguity $2,271,471

Trading Results

The consofidated audited financial resulis for the years ended 30 June 2005 and 2008 are

summarised below:

....................................................................... 30 June 2008 | 30 June 2005 .
§ $
Revenue from Ordinary Activities 457,496 100,377
Loss from Ordinary Activities before Income Tax {477,137) {801,810)
Income Tax Revenue ralating to ordinary activities 288,508 272,428
Net loss {188,829 {528,382)
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7.4

7.2

PROFILE OF PREMIUM PIPE SERVICES PTY LTD

Background and History of Premium Pipe Services Pty Lid (*PPS8™)

PPS was incorporated on 4 July 2005 with an issued capital of 2 fully paid ordinary shares. [ was formed
to undertake contracting activities in the water and sewerage industry. It did not commence commercial
activities until February 2006.

Share Capital and Ownership

PPS currently has on issue 1,200,000 ordinary fully paid shares of $1.00 each. A summary of PPS
shareholders is as follows:

A Shareholder. ... | Number of Shares .| ... Percentage of ..
Issued Capital

ShieidLiner 400,000 33.33

Adinta Asset Management 2 Ply Lid (formerly

National Power Services Ply Lid) 400,000 33.33

Gosatti Corporation Pty Ltd as trustee for the

Renaissance Trust * 400,000 33.33%

Total 1,200,000 100.00%

*Note: Entity related to Mr T Gosatti.

Other than the two shares issued on incorporation of the company on 4 July 2005, all of the rermnaining
shares on issue were issued pursuant to various agreements detailed below.

Shieldliner Limited

. ShieldLiner paid cash of $400,000 for the issue of 400,000 ordinary shares. These shares were
issued pursuant to a Share Subscription Agreement dated 20 Becemnber 2005.

+  ShieldLiner has also provided a licence to PPS to use the ShieldLiner products and trade mark in
Australia and New Zealand for a licence fee of $400,000. The term of the ficence is 5 years with a
renewal option for a further 5 years.

+ Pursuant to the licence agreement, PPS i to pay for ongoing supply of materials, equipment and
any fabour provided by ShieldLiner.

. It is understood that there are no other licences issued for the use of the ShieldLiner system.
Alinta Asset Management 2 Pty Lid {(formerly National Power Services Pty Lid}

+ Alinta Assst Management 2 Pty Lid (formerly National Power Services Pty Lid) paid cash of
$400,000 for the issue of 400,000 ordinary shares. These shares were issued pursuant to a Share
Subscription Agreement dated 20 December 2005,

Gosatti Corporation Pty Litd as trustee for the Renaissance Trust ("GCPL"}

+  GOPL acqguired its shares from Trevor Gosatli {issued on incorporation), Premium Corporation Phy
Lid and Chartag Pty Lid.

+  Premium Corporation Pty Ltd and Chartag Pty Ltd were issued shares pursuant to Purchase and
Sale of Assets Agreements dated 20 Decernber 2005. The details of the assets acquired and the
values ascribed thereto were as follows:

Vendor Assets Transferred Value
Preamium Corporation Phy Lid Motor vehiclas, plant and eguipment b2 76,000
Chartag Pty Lid Plant and eguipment b 74,000
Pramium Corporation Py Lid Benefits associated with existing works b 49,868
Total b355,888
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7.3

7.4

7.5

Directors

The directors of PPS as at 30 June 2008 were as follows:

Pirector

Bate Appointed

Travor Adriano Gosatti

4 July 2005

John Witford Hassen

7 February 2008

Antony Martin Zuiderwyk

7 February 20086.

Financial Position

Set out below is the statement of financial position for PPS as at 30 June 20086.

Statement of Financial Position . “As at
DR PRR .' '. R '. ...... 3 {} June. 2006
$
Current Assets
Cash and cash equivalentis 158,886
Trade and other receivables 138,916
Inventories 28,808
Prapaymaents 24,000
Total Current Assets 350,701
Non-Current Assets
Fixed Assets 316,286
Intangible asseis 429,998
Defarred tax asset 40,821
Total Non-Current Assets 786,905
Total Assels 1,137,606
Current Liabilities
Trade Craditors 15,835
Accrued expenses 16,208
Amount owing to related party 345
Total Current Liabilities 32,388
Total Liabilitias 32,388
Net Assets 1,105,218
Equity
Issued Capitat 1,192,511
Accumulated Losses 87,283
Total Equity 1,105,218

Trading Resuits

A summary of the trading results for PPS now follows:

IR U SO 30 June 2006
$
Sales Revenue 189,824
Loss before income tax {124,704
Income tax credit 37,411
Loss for the Year {87,293)

It is noted that the trading results noted above are for the period February 20086 to 30 June 2006.
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7.8

8.1

GRE Acquisition

At the time of this report PPS has been appointed as, effectively, the exclusive distributor in Australia and
New Zealand for a range of glass reinforced epoxy {"ORE") pipes and fittings manufactured by Fiber
Glass Systems LP ('FGS”) of San Antonio, Texas. As part of the distribution arrangements PPS will
acquire certain assets and staff ("GRE acquisition™) from the previous distributor, AAM, for $490,000.

The purchase consideration is to be satisfied by the payment of a deposit of $250,000 payable on
execution of the asset purchase agreement and the issue by PPS of an interest free unsecured
promissary note of $240,000 payable on 22 June 2007. The promissory note will be guaranteed by
ShieldLiner and ShieldLiner will advance the deposit funds to PPS. These deposit funds are being
provided to PPS as an interast free ioan repayable on demand.

As AAM Is an independent shargholder and is not considered a related party requiring an independent
expert’s report, no comment is made in regard to the faimess and reasonableness of this acquisition.

Although we have not commented on the fairness and reasonableness of this acquisition, the fact that this
is an ‘arm's length’ ransaction belween non-related parties indicates that the consideration offered by
PPS is fair. Furthermore, the GRE acquisition financial infermation provided to us by ShieldLiner indicates
that the acquisition will have a positive financial impact on PPS.

The GRE acquisition is structured to cocour concurrently with, and is contingent on, the successful
acquisition of PPS by ShieldLiner.

METHODOLOGY

We have set out under Section 2 in our assessment of the Proposed Acquisition that we have had regard
to the criteria applicable to approvals granted pursuant to Section 811 of the Corporations Act 2001. In
particufar ASIC Pelicy Staternent 74 provides that the assessment of whether the transaction requiring
approvat under Section 611 of the Corperations Act is fair and reasonable should involve a comparison of
the advantages and disadvantages likely to accrue to non-associated shareholders if the transaction
procesds compared with if it does not.

Accordingly we consider the Proposed Acquisition to be fair and reasonable to non-associated

shareholders of ShieldLiner i they are likely to be better off if the Proposed Acquisition procesds than if it
does not. In forming our opinion we have had regard to:

*»  The value of the shares being acquired by ShieldLiner in PPS compared to the consideration being
paid for by Shieldliner and the financial impact which this will have on ShieldLiner and the non-
associated shareholders.

*  Potential impact on ShieldLiner conseguent upon controlling PPS,

. Any other commercial factors which may impact on ShieldLiner non-associated shareholders as a
result of the Proposed Acquisition.

Accepted Valuation Methodologies

ASIC Practice Note 43 states that it is appropriate for the independent expert to consider various
methodologies in forming an opinion as to whether a particular transaction may be considered fair and
reasonable. In conducting our assessment, the following valuation methodologies have been considered:
s+ The value of trading operations based on the capitalisation of future maintainable earnings.

s  The value which would be realised upon the orderly realisation of the assets.

+  The discounted vaiue of projected future cash flows.
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8.2

8.3

8.4

8.5

Capitalisation of Future Maintainable Earnings

A valuation based on the capitalisation of future maintainable earnings requires the determination of three
key factors: {i) future maintainable sarnings (FMEs"), (il) an appropriate capitalisation rate and (i) the
value of surplus assets. The capitafisation of earnings is appropriate where the earnings of the company
are sufficient to justify a value exceeding the value of the underlying assets. This method is commonly
used in valuing established profitable businesses.

Iny valuing an on-geoing entity it is usual to estimate a figure for the future maintainable profits  and to
rmultiply this earnings figure at an appropriate capitalisation multiple or price earnings ratio ("PER").

When assessing future maintainable earnings it is important to estimate an earnings figure intended to
represent maintainable samings. The inherent risk in the volatility of earnings and  the relative
weighting given to forecast rather than actual results in determining a maintainable sarnings figure is
refiected by the choice of an appropriate multipie.

Capitalisation multiples may be determined by reference to comparable companies. This process
invelves an examination of companies operating in a similar industry and comparing the relative
advantages and disadvantages of those companies with the business subject to the valuation.

Orderly Realisation of Assets

The vatue achievabie in an orderly realisation of assets is estimated by determining the net realisable
value of the assets on the basis of an assumed orderly realisation. Consequently, this method may ignore
the ability of the asset base of the business to generate ongoing future earnings at a fevel sufficient to
justify a value in excess of the value of its assets in an orderly realisation. Costs associated with the sale
of the assets or business segments are deducted as part of the assessment.

Discounted Cash Flows

The discounted cash flow technigue values a project on the net present value of its future cash flows. It
requires an analysis of future cash flows, the capital structure and costs of capital and an assessment of
the residual value of the business remaining at the end of the forecast period. Application of this
technique generally requires a five year minimum period of analysis. In addition, a sensitivity analysis for
variations in key assumptions adopted needs to be performed. The discounted cash flow method is
commonly used to value sarly stage proiects or projects with a finite life

Selection of Methodotlogy

In selecting our methodology we have considered following:

»  Although only trading for a relatively short time, it is noted that when PPS commenced trading, it had
in place contracts which secured ongoing work.

» Furthermore, it has continued to secure addiional contracts and preferred supplier status with
municipalities and other clients, which should generate further ongoing work and revenue.

¢ PPS has forecast that # will generate ongoing profitable trading results into the foreseeable future.
Accordingly, it is considered that the future earnings expected to be derived by PPS should be used as the
basis for the valuation of PPS and its shares. In this regard it is considered that the most appropriate

method is the adoption of the capitalisation of future maintainable earnings o determine a fair market
value for the business enterprise of PPS, which can then be used to calculate a value for the PPS shares.
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9.1

9.2

ASSESSMENT OF FAIRNESS AND REASONABLENESS

Assessment of Value of PPS

Valuation Methodology

As noted in Section 8, we have adopted the capitalisation of future maintainable earnings method in
valuing the business enterprise of PPS. This methodology involves capitalising the earnings for a business
at an earnings mudtiple that reflects the risks of the business and its earnings stream.

The application of this methodology involves:

Assessment of future maintainable earnings — which requires an estimation of earings having regard to
historicat and forecast operating resuits, non recurring or abnormat income or expenditure and known
factors likely to impact on operating performance.

Assessment of an earnings muitiple — this requires the consideration of an appropriate capitalisation
rmultiple having regard to the market rating of comparable businesses, whether the sarnings for valuation
purposes reflect historical or forecast earnings, growth prospects, and relative business risk.

Calculation of the business enterprise — applying the earnings muitiple to the assessed future
rmaintainable earnings derives the value of the business enterprise, this being the value of the core PPS
business assets, which we have assumed includes fixed assets, goodwill and inventories.

Calculation of equity value — in order to determine the value of the equity value, an adjustrment must be
rmade for other assets and liabilities of PPS, which are not included in the value of the business enterprise.

Assessment of Future Maintainable Earnings

The future maintainable earnings reprasent the level of earnings which the existing operations of PPS
could reasonably be expected to generate. As PP3 only has reported historic operating results from
February 2008 to 30 June 20086, it is necessary to consider future projected resuits, and in this regard
PPS has prepared forecast operating results for the 2007 and 2008 financial years, which can be
summarised as follows:

. Forecast .| . " Forccast .
Lo Year Ending | . Yesr Ending ..
30 dung 2007 33 June 2008
Sales Revenue 51,638,000 53,455 (1)
Earnings Before Interest Taxes 339,899 2792378
amd Amortisation (EBITA)

Key Assumptions in Support of Forecast Resuits
GRE Acquisition

It is important to note that the forecast financial information provided for PPS specifically excludes any
revenues and costs associated with the GRE acquisttion and likewise our comments and assessment of
future maintainable sarnings have specifically exciuded any revenues or costs associated with the GRE
acquisition. Furthermore, the projected operating resulis for PPS did not take into account any forecast
operating resuits from the GRE acquisition.

Sales Revenue — The assumptions used for the forecast sales revenue has been based upon revenue
generation from:

{® revendes derived from secured contracts and appointments to preferred supplier posttions with
existing clients,

(i} revenues forecast to be derived from sewerage rehabilitation work which is still to be secured and

(i) revenues forecast to be derived from use of the ShieldLiner pipe relining system, which is still to

be secured and has been forecast to commence in 2008.
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Direct and Overhead Expenditure — the assumptions for the expenditures have been based upon an
application of:

{H costs which are considered to be fixed,

(i} costs which are considered to be variable and are dependent upon sales revenue, as well as,

{iip) costs which have heen attributed to specific revenue items, such as costs associated with pipe
refining.

Most Likely Estimate Scenatio — we are advised by PPS that they consider the forecast results to refiect
a most likely case scenario. In the determination of these forecasts they have applied relatively
congervative estimates.

Commernits Regarding Assumptions

We have reviewed the forecast results and the underlying assumptions with management of PPS and
although we have not had the opportunity to review in detail each of the assumptions used in the
preparation of the forecasts, in generat the approach taken to determine the underlying assumptions used
inn the forecast appears to be relatively satisfactory. To this end, we have placed a significant degree on
refiance on the experience which the management of PPS have in civil and contracting works and their
abifity to assess sarnings which may be derived from prospective contracts and works yet to be awarded
to PPS.

However, as with any prospective results these reflect an estimate of future cutcomes and have an
inherent degree of uncertainty and risk that these results will or wilt not be achieved.

I regard to this risk, i is noted that the forecast resulis project a significant increase in revenue over the
historical resulis achieved to date, assuming that PPS will secure contracts to provide pipeline
rehabilitation services and pipe refining services using the ShisldLiner system. Furthermore, this forecast
increase in sales revenue has been assumed to be derived from relatively new service lines for PPS,
which have no comparable histericat financial results yet reported by PRS.

Estimate of Maintainable Earnings for PPS

I determining the future maintainable earnings to be used for the valuation of the business operations of
PPS, we have considered the forecast results and namely the resulis which the management of PPS
consider to reflect a pessimistic scenario, which assumes (i) that the pipeline rehabilitation work will not
commence until 2008, (i} no allowance has been made for other work not already secured and (i) no
allowance has been made for the sales revenue arising from the ShieldLiner pipe relining work.

The resulting forecast operating results under this scenario can be summarised as follows:

Forecast Operating Results {Pessimistic Scenario)

e e e Forgeast oo - Forecast
L “Year Ending | . Year Ending -
30 June 2007 30 June 2008
Sales Revenue $1,038,000 $1.655,000
Earnings Before Interest, $119,983 $252,378
Taxes and Amortisation
(EBITA}

For valuation purposes, it is considered that the forecast operating resuits as noted in the pessimistic
scenario above reflects a more appropriate basis to base the future maintainable earnings for PPS. As
such we have adopted an EBITA, based upon the EBITA of $252,378 for 2008.
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9.5

9.6

9.7

9.3 Assessment of Earnings Multiple

Based on comparable business multipies and adjusted for various discounts and premiums, we have
deterrmined an earnings multiple in the range of 2.4 to 3.0 times EBITA to be applied against the future
maintainable earnings of $252,378.

In determining this earnings multiple, we have taken into account the following factors:

+ Prices achieved in mergers and acquisitions of comparable companies and businesses, both listed
and unlisted.

The risk associated with using forecast results as opposed to historical resuits.

The risk associated with PP3 forecasting high sales revenue growth.

Potential for growth not accounted for in the EBITA used.

Premiurn for controt.

9.4 Value of PPS Business Enterprise

By applying the sarnings muitiple to the future maintainable sarnings, the calculated range of values for
the business enterprise, being the total of the fixed assets, goodwill and inventeries of PPS can be
summarised as follows:

I Low Value .1 ... High Value
EBITA Multiple 2.4 3.0
Value of Business Enterprise $610,592 $764,782

Value of Equity Value for PPS

The vatue of the net equity of PR3 has been calculated after taking into account other assets and liabilities
not accounted for in the valuation of the business enterprise of PPS. in this regard we have adopted the
written down values as noted in the financial statements as at 30 June 2006 for PPS. The resultant range
of equity values for PPS can be summarised as follows:

L L. LowValue | . High Vatue.
EBITA Muitiple 24 3.0

Value of Business Enterprise $610,582 $764,782

Add: Other Assets $742,423 $742,423

Less: Liabilities {$32,388) {$32,388)
Equity Value $1,320,627 $1.474,817
Value Per Share §1.10 §1.23

Comparison of Values

Under the Proposed Acquisition ShieldLiner will purchase 400,000 ordinary shares of PPS for a
consideration of $400,000, by way of a promissory note payable on 28 June 2007, equating to $1.00 per
ordinary share. This compares to the assessed fair market vaiue of the shares in PPS of between $1.10
0 $1.23.

Other Value Considerations

Of the 66.67% equity interest proposed to be acquired in PPS 33.3% will be acquired from a related party
and 33.33% will be acquired from an arms length party (AAM). The purchase consideration for both
parcels of shares is the same i.e. $3400,000. The fact that the purchase consideration for the related party
acquisition is the same as that for the arms fength acquisition provides further evidence that the purchase
price represents fair value for shares in PPS.
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9.8

9.8

Advantages and Disadvantages to the Non-Associated Shareholders - Reasonableness

Key Advantages

The following advantages were identified in relation to the Proposed Acquisition:

»

The Proposed Acquisition is Fair — We have concluded that the Proposed Acquisition is fair and
as such, this is an advantage o the non-associated shareholders and is one factor to consider when
assessing whether the Proposed Acquisition is also reasonable.

Control Over PPS — By virtue of ShieldLiner controlling PPS this provides greater flexibility over the
strategic direction of PPS to ensure that it maximises the position and interests of ShigldLiner. The
control over PPS will facilitate business expansion initiatives, such as the GRE acquisition, and allow
the flexibility to finance these acquisitions by way of borrowings, rather than by agreed upon capital
management requirements under the existing PPS ownership structure.

Commercialisation of ShieldLiner Technology — the Proposed Acquisition wilt provide ShieldLiner
with control over PRPS and to this end provides ShieldLiner with a dedicated commercial contracting
business, which it can use 1o assist in the commercialisation of the ShiekdLiner Technology and take
advantage of cross selling opportunities.

General Synergies and Cost Savings — The Proposed Acquisition should realise cost benefits, as
we are advised that all group companies will be located from one location, with cost savings
anticipated in areas such as accounting and administration.

Key Disadvantages

The following disadvantages were identified with respect to the Proposed Acquisition:

»

increase in Borrowings — the Proposed Acquisttion will require an increase in liabilities, albeit by
way of interest free promissory notes payabie 1o the vendors of the PPS shares.

Uncertainty as to Forecast Information — as noted in the report, PPS has limited historical
financial resulis and our assessment as to the financiat performance of PPS has been based upon
forecast results in relation to which there is considerable inherent uncertainty and risk as to whether
or not the actuat financial results will equal or exceed forecasts.

Conclusion

I regard to all of our considerations, we are of the opinion that the Proposed Acquisition is fair and
reasonable to non-associated shareholders of ShieldLiner.
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APPENDIX 1:
QUALIFICATIONS AND DECLARATIONS

Moore Stephens Perth Corporate Services Pty Lid is a professional practice company wholly owned by
the Partners of the Perth practice of Moore Stephens Chartered Accountants. The firm is part of the
National and International network of Moore Stephens independent firms and provides a wide range of
professional accounting and business advisory services.

Moore Stephens Perth Corporate Services Pty Lid holds an Australian Financial Services License and its
principals are suitably professionally gualified with substantial experience in professionat practice. The
diractor responsible for signing this report is:

Mr Neil Fenton Pace, Bachelor of Business (WAIT), Member of the Institute of Chartered Accountants and
a Registered Company Auditor. He has been invoived in the preparation of numerous Independent
Experts Reports as well as other financial advisory and valuation assignments.

At the date of this report neither Mr Pace or any member or Director of Moore Stephens Perth Corporate
Services Pty Lid had any interest in the outcome of the Proposed Acquisition except that Moore Stephens
Perth Corporate Services Pty Ltd is entitfled to receive professional fees for the preparation of this report
based on the time cccupied at normai professional rates estimated to be approximately $15,000.

Neither Moore Stephens Perth Corporate Services Pty Lid nor Mr Pace take any responsibility for nor
have they authorised or caused the issue of any part of this report for any third party other than the
Birectors and shareholders of ShieldLiner in the context of the scope and purpose defined in section 2 of
his report.

The staternents and opinions expressed in this report are given in good faith and with reliance upon
information generated both independently and internaily and with regard to all of the circumstances
pertaining to the Proposed Acquisition.

In regard to any projected financial information noted in this report, no member or Director of Moore
Stephens Perth Corporate Services Pty Litd has had any involvernent in the preparation of the projected
financial information. Furthermore we do not provide any opinion whatsoaver as to the projected financial
results prepared for PPS and in particular do not provide any opinion as to whether or not the projected
financial resuits will or will not be achieved by PPS.

We have held discussions with management of ShieldLiner and PPS regarding the information contained

inn this report. We do not change the methodology used in our assessment as a result of discussions and
owr independence has not been impaired in any way.
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APPENDIX 2:

SOURCE OF INFORMATION

In preparing this report we have had access to the following principal sources of information:

»

Audited financial statements of ShieldLiner for the vears ended 30 June 2004, 2005 and 20086.
Publicly available information in relation to share prices.
ASX announcements of ShieldLiner.

Discussions with management of ShieldLiner in relation to the present and future operations of the
company.

Discussions with managermnent of PPS regarding the present and future operations of the company.
Trenchiess industry research as provided by the management of ShieldLiner.
Financial statements of PPS for the year ended 30 June 20086.

Forecast financial resulis of PP3 for the years ended 30 June 2007 and 2008, together with
undertying assumptions.

Additional information provided by management of ShieldLiner and PPS pertaining to the forecast
financial resuits.

Various fegal agreements pertaining to the issue of shares by PPS.
Documents outlining contracts and tenders awarded to PPS.

Draft notice of meeting seeking shareholder approvat of the Proposed Acquisition.
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