7 October 2004

The Manager

Company Announcements Office
Australian Stock Exchange Limited
Exchange Centre

20 Bridge Street

SYDNEY NSW 2001

MEETING DOCUMENTS FOR THE 2004 ANNUAL GENERAL MEETING AND THE
PROPOSED RESTRUCTURE OF THE INVESTMENT IN SAUDI ARABIA AND THE
ASSOCIATED SELECTIVE CAPITAL REDUCTION

Dear Sirs,

I attach the meeting documents for the Company’s 2004 Annual General Meeting of
Shareholders (AGM). The AGM will be held at Le Meridien at Rialto, 495 Collins Street,
Melbourne, on 8 November 2004, commencing at 11am eastern standard time.

In addition to the usual business of the AGM, at this meeting Shareholders will be asked to
consider the proposed restructure of the Company’s investment in the Rashid Trading
Establishment/Imdex Limited Joint Venture and the associated cancellation of 10,800,060
shares in the Company (the Proposat).

The meeting documents contain the Netice of AGM, an Explanatory Memorandum explaining
the restructure and the report on the restructure by the Independent Expert, KPMG Corporate
Finance (Aust) Pty Ltd. The Independent Expert has concluded that the Proposal is fair and
reasonabte to the non-associated shareholders of the Company.

The meeting documents despatched to sharehoiders will also include the Company's 2004
Annual Report which was released to ASX on 30 September 2004 (uniess shareholders have
etected not to receive the Annual Report).

Yours faithfully
Imdex Limited

Stephen J Ly
Company Secretary

Imdex Limited ACN 008 947 813 ABN 78 008 947 813
Levet 3, 18 Richerdson Street West Parth Western Australia 6005 PO Box 1325, West Perth Westem Australia 6872
Phone +61 8 9481 5777 Fax +61 8 9481 6527 E-mail imdex@imdex.com.au
Incorporating: Ace Drilling Products, Australian hMud Company Ltd, imdex Minerals & Surtron Technologies Piy Lid
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Hear Sharehokder

2004 Mol Genaral Mocting, Pronnsest Bestrierars of the teatment in Sauel Arabia and the Scleetive Lanital Redartion

Fusthier i the Company's fusiralian Stock Exchange (ASKY announcerents of 5 July 2004 and 6 Gctober 2004, Fam pleased to enclose fos your consideration the
20204 Notice of Annual Genoral Meeting {AGM).

The: lmdex Limited {the Company) 2004 Annuat Report is also enclosedt. The Anntal Report sets oul in detail the results of the Sompany and a review of its operations
for thie year ended 30 June 2004, Whitst the untierlying eamings of e Group have been strong, one off adusiments reia'{ng & tele Minerals and the mestrude
of the Comgany’s sresiment i te Saudi Aiabian Dint Venture have resuiled i a nel loss of $3.7 million for the vear, However, | woukl partictiatly like 1o recotnise
thee outsiznding oforts of ow amg}loyees il e consultants o the Sroup for teir hard work during the year 1L i through thei effaris tat we ale niow well positioned
f0 Take alvaniage of the buoyant trading conditions Deing experienced by the Group.

0 addition to dealing with the usial business of the AGM, &t this meeting Sharehalders will Be asked Lo Lonsider the Froposed Restiiciure and the Selective Capital
Reduction {together known as the “Proposal”).

Sifject 10 the approval of the Company's Starehioiders, the Froposal, as aldlined in mare delad in the Meeting Documents, ivolves:

1. Rashid Tracing Fstablishment (RF) inceeasing its interast in the Joint Venture from 57% 1o 80% and accordingly the Company reducing is interest in the join Ver
from 48% w0 20%.
2. the Company cancelling FC,000,080 Shares beldt by Mr H H &l #erry, the President of BIE and & Director of the Company, Accortlinghy, the ssued capital of the
Campary will be reduced to 130,055,368,
3. RIT paying to tie Company a tolal of USD$2.25 millior: USDST.75 miflion due on the dale that Shasehoklers approve the Foposal and US$500,000 due on,
of efore, 37 March 2005,
The Company substribing for additional shares in and providig working capital foass Lo ndex Arabia totalling U503750,000,
RTE providing AGD 58 nillion of assels 10 irdex Arabia for which RIL will receive additional shares and the balance of which vl be treated as & working capital
loan frais K3 1o Imdey Arabia.

[N

Following completion &f the Progesal, the value of the capital of Imdex Arabia will be SR 5 miflion. The Company wil hold 20% of the fssued caplial of Imdex Arbia
and RTE will hofd the remaining 80%.

Cursendly, the business the subject of the Joint Menture can only dealin disling fludds and chemical produets. 1Eis insended that Imdes frabia will become a fully integated
dilfing Huics sanvice cosnpany {deading i ZJ{;zﬁ produicts asd sesvices) on tie basis thal, iner afia, the majosity of the business the subject of the Joint Veature i to be
transierred o frde Arabiz o, te the exterd iUis nol able 10 be ansferred, i Wikt be maintained and operated for the henefit of Imdex Aigbia,

Sharehoiders should be aware tha ihe independent expert, XPRG Coporate Hrance, hias deiermined hal the Proposal & fair and reaseniable 16 Sharholders.

{iiuen the ahave, and the other matters outlined In the enclosed Meeting Documents, your Directors {usth the exception of My H H Al-Merry, who is uable
to wete on the tramsaction ot the AGH are unanimous I thelr reconumendation that, vou vole in Tavour of e Proposal.

Your vote 3 important segarciess of how matty Sares yot ewm. Hyou o nol intend Lo be present at the AGM vou may vole By proxy. A peoiy form accompanies te
Blotice of AGKT and should be completed and relurmed in ccorlance with the directions sef out in te formy, by o later than 11.00am [5T 6 Novesber 2004,

A Special Meeting will also Be Bel in sedation Lo the Proposal at which Mr H H Akkierry, being the only oerson exfitied to vole & thal meeting on the basis thal only
Bis Shates are Lo be cangelied, wilt be asked o vole o the cateellation of s 10, 00C,C00 Shares. Shaehofders other thas W H B Aoy will veie on an equivalent
resolidion al the AGKE and thombore o niot ried 10 vole &, or submit & proxy for, the Special Meeling.

 woul have any Questions in feation to the Proposal, please feel froe Lo fing me o the Managing Drector, Mr Bernie Ridgeway, on (B8} G481 5777,

Yours sinceredy,
{mdex Limited

B

W fan Burston
Chairman




ABN TE GUS 947 813

WOTICE OF ANMUAL GEMERAL MEETING

Hotlee is given that the Aonust Generel Meoting of Sharcholders of Imdex Limited will be beld mt
be Weridien at Rislto, 485 Collin Street, Melbowrne, Yictoria, on & Hovember 2004, commending at 1100 am E5T.

Agenda
Special Business
1 Yo ronsicier and, i thought 81, pass the folleeing sesalidion as &n Grdinary Resoiution:

ihat, subject 10 Resolution 2 of ihis Netice of Meating buing passed, Tor the paiposes of ASK Listing Rule 10.7, section 288 of the Corporations Act and for &l other
pirposes, the Proposal as sed oul in the Explanatory Memorandum accompanying 1his Notice of Meeting pursuant to whith, witer alia, the Company wil decrease
its indevest i Hhe Joint Yeniure o 20% and the Cormpany shall subseribe for additional shares in ey Arabiz such that 1 hioids 20% of the isued capizal of imdex
Aeabia, is approved and the Board is authorised i implement the Proposa,

Voifag Exclusion Siatement

The Company will disregard sny vates cast i favowr of Resolwtion T by RIE, My H H AlMenry o any of thelr Associaies {as defined under the Comorations Act)
(skess B vole s £ast Dy Such persons as proxy for a person wha is entitled to wole, in accordance with the divections on the proy fore or 5 cast by the person
ehafving the meeting as proxy for & person who is eniifled o vole, it accordance with 2 divection on a proxy form i vole as the proxy decides.

2 o consicer znd, if thought 8, pass the following reselition as & Special Resolution:

Hhat, subject to Resolstion 1 of this Hotice of Weeting and Resolution ¥ of the Kotice of Speciel Meating being passed, for the puiposes of section 256C{2}{a} of
the Corporations Ac and for a¥l other piraoses, the share capitat of the Company be reduced by cancelling 10,000,500 Shares held by MrH # Aliersy for a
sonsideration equal to the ASK Buy Price per Shase {as defined in the Explanalory Memorasdum accompanying tis Netice of Keetigt,

Vaiing Exclusion Siatement

In accordance with section 2560023 (a) of the Lorporations Act, the Campany wilf disragard any voles cast i favour of Resalution 2 by:
ity persoi vho vl recofve consideration as part of the proposed sefective capiial recuction (heing B H H AtMerrvl: and
any of thelr Associates (as defined nder the Corporations Act).

(skess B vole s £ast Dy such persons as proxy for & person wha is entitied to wole, in accordance with the divections on the proxy fore or 5 £ast by the person
chafring the meeting as proxy for a person who i entitled 1o vole, 1 accordance vl a divection on 2 proxy form to vole as the proxy decices,

Urdinary Business
3 o seeeive 2nd consider Hie Annual Financial Repert, together with the Direciors” and Audilor’s seports for the veal ending 30 lue 2004,
4 o comsicer anc, i thoughit 8, pass te following Resolgion as an Ordinazy Resolution:

ihat, for afl puiposes, W1 Kevin Dunco, who was appoinied to the Boamt on 14 January 2004 t il & casual vacaney, and being efigibie, offers Rimself fo re-
election, is re-viecied a5 a Dietior,




2004 AGH NOTICE OF MEETING

5 o consides ang, if thotght L, pass the follvwing reselution as an Ordinary Resefution:

That, for &l purposes, B Ross Kelty, whio was appointed to the Board on 14 January 2004 to ¥ & casuat vacancy, and boing eligible, offers imsell for re-alectia
is se-glected as o Director

G o consicer and, if thought B, pass the fofiowing resehition as &n Ordinary Resaktion:

hat, for all puiposes, Mr i H AMery, who retires froms ihe effice of Director by ratation, and being eligible, offers himsalf for re-election, is reslected a5 a Direttor,
T o consider any eher Business that may he brougld before the Meeling in accordance with the Company’s Constiusion.
Explanatery Memorandum

Sharehoiders ase referred 1o the Explanatory Memorandurs and Hie Independent Expert’s Report accompanyisg and forming part of this Notice of Antisal General
Keating,

Snap Shot Time

Regulation 7.11.37 of the Corporations Regullations 2807 pemiits te Sompany 10 specfy & time, nol more than 48 hours before the meetisg, al which & "saap shot”
of Sharehokders will be talen for the pleposes of determining Shasehofder entitlersents 1 vole &t the Meeting,

The Company's Directors fiave Getarmined Hiat alf Shases of the Company that are Guoted ow ASK & Sam EST on 8 Novesder 2804 shall, for the peposes of
determining voling eniitiements at e Annwal Gerieral Meeting, be Laken 10 De held by the persons registesed as holding the Shares at that time,

Provies
Please nole thal:

{a] a member of the Corpany eatitled 1o atiend avd vole &t the Ansuat Genesal Meeting i entitied to appoint & Provy,

(] & Proxy nieed pet be & mesber of the Company: and

{3 a member of the Company entiled 10 cast w0 of mose voles Ny apooist two Jroxies and may spectfy the ;}| opestion er rumber of voles each Praxy s appoiniad
10 exercise, bt whese the Dropertion or number is niot specified, each Pay may exercise Nalf of the vote

The enclosed and looseleal Pesey Form for e Aanual General Reeling provides fethor detalls on appoisting Provies and fodging the Proxy Form. Proxies must be
regurned by 17.80am £ST on 6 Novernbey 2004,

Corpurate Represertative

i & represtatative of & Shasoholder rorposation is Lo sliend the meeiing the altached "Apoeisiment of Corporate Representative” form should be completed and praduced
[Eior i admission.

Hated & Cotober 2004

8y Drdlor of the Board of Directors

Stephen § byors
Company Secretary
fenwleny Limited




EXPLANATORY WMEMORANDUM

Explanatory Memorandum
1. Purpese of tis Dacument

This Explanatory Memorandum has been prepared fo assist Shareholders with thex consideration of Resolgiens 1 and 2 and 4 1o 6 in the accompanyiag Notice of
finselal General Meeting.

n particulas, e Explanatory Memorandura explaing the Proposal for the puiposes of Resofutions 7 and 2, klentifies reasons for proposing it 1 Shareboldess, sefs o
the Directors” secommendation to Shareholders and cdiines the key reasons for asd impacts of the Proposal for the puiposes of ASK Listing Rude 10,70 and sections
219 and 25664} of the Cosporations Ac,

The Explanatory Bemosaadurs, together with Hie acconpanying |adependent Lrpert's Repot, contains a¥ infosmation knowen Lo the Comparry and 45 Direckrs material
0 making a decsion on how B vole on the Resohdions to be moposed &t the AGM. The Diractors recommend that Sharehiaiders read this Explanatory Memoraridum
hiefore deciting whether to suppedt the Resolutions of atfieraise

Thee Explanatory Wemorandans i Gated © Ottober 2004,
2. Bathground to the Proposal
21 Bahgrou

tn Febsuagy 2001, thie Company anneunced 1he sigaing of a Heads of Agement with Rashi Trading Establishment {(RTE] o foma & joint venture for the supply of
drlfing fluidls sl chemicals io the o and gas industry i Sauel Arabia and the Middie Cast. BIE and the Company 250 agread to the formation of Imdex Arabia Limised
{ldey Arahia}, The parties executed 3 formal Shiarchoiders' Agreement in Juse 2007 {Oniginal Sharchalders’ Agreement, RIE & & Sawdi Aabian hased establishment
with extersive experionce in the oil and gas mdusty i e Micdle Bast, RTE Presicent s 8 B H Alidersy who, pursuast i the arangements between the parties
hecaime a Director of the Cappany on 12 Aprl 2002, Mr B H AL8ersy 15 also te controlier/ major shareholder of RIE,

fmdex frabia <id not receive its serdces licence wndil Ly 2002, At that Hme, as sreviously agreed by Shastholders, and girsuant fo the Oricinal Shasefolders
Agreament, ¥r H H ARery (as the nominee of RTE) was issued 10,000,008 Shares in the Company.

22 Joint Yenture
Dospite the isstie of the services Beence in July 2002, fmdex Arabia has effectively not yel traded.

tnstead, the supply of drilng Buids and cheneals i comently conducted thiough & rofit shasing arangement (ot Verilurse} whereby the Company cireatly receives
49%, and RIT recewios 51%, of the net profis of the Dusiness.

2.3 ot Yenture Performane

The Dusiness e subject of Hie Joint Ventie has been sticepssiid i obtaining appecved supplier statius for  sange of difling fluids and themicals with & nusaber of
cistomess in Saudi Arabia, inchuding Savdi Aranco, one of the fargest oif and gas companies in te world,

For the year ended 30 hume 2004, the business the sulject of the Joint Yeniure recorded sales of USBSY 7.6 milfion. However, as the Joint Veniure husiness has had
f0 freak inio ihe markel and sbiais approved supplier status marging have been low anc Hie Joint Venture Nusiness posted & foss of appraimately US0$425,000 for
thie year ended 3C fune 2004,

24 Prospects/Outlonk

Thee if and gas busiaess in Saudi Arabia is the targest in the world and is expanding further, pasticufanly, in refation o gas. A namber of magr ofl aad gas companios
have concluded agreements with the Governmeat in Saudi Arabia which showkd intrease the requisersent for Grilling Buics, chemicals and solatad serviges,




EXPLANATORY MEMORARDUM

fis a resul of the restruciure (Dy implementation of the Peposal} 115 intended 1o comeence The services Dusiness in fmdex Arabia and 1 & intended that Imdex Arbia
Become & fully integrated diilling fludds sexvice conyany {dealing in hoth products and services).

Throwgh the contied suppiy of diffing flids and chepicals and e commencement of the serices Dusisess, reveniie shoald increase compared o the USBST7 5
milfion sevenue achieved i1 FYO4, As revepue mereases and father improvements are made 1o gioss margins, Drofits should be geneated by lmdex Arabig i FYOS,
thereby atfiieving a satistaciory selern on Lhe restructired investment in index Arabia,

25 lnvestrientin Saudl Mrabion operations

Following compietion of the Proposal, the carrying value of the Company’s investment i the Saud Arabian aperations will be approximately AUDSZ.T mallion which vl
mchudde the Company's addidional investment and working capital loan, totalling USDS750,000 that will be provided 1o fradex Aabiz as part of the Proposal. Tis
coppares fo e angreaate camying vaiue of the Company's investment in the Sauct Arabian operations of AUDSS.5 million as a1 30 hne 2004,

26 Saudi Arabias Restructiring

{0 its quarterty newstetier on 3 May 2004, the Comgany annotsced tiat it fiad been in negotistions with BT aimed &t providing & betier way forward for the Sompany
f0 Imavimise 15 investment in Saudi Arabia, This was diiven by,

A desize to simplify the way in which fie drilliag mads and chemicals Dusiness operates and make it more effective,
A desie To realise, in parl, e value of some of the Jompany's investment in Saud Arabia,

A recogition thal the Joint Yenture's perfermance o fale has not falfiled the Company’s original expectations,
he cutent weertainty regading the tenorst environment in Saud Arabia,

i fale June 2004, the Boad rel with KIE and, as amnounced 10 ASK an 5 July 2004, agreement inorinciple wias reached on the Proposal as cutlined i s Explanalory
%.ﬁem{;raﬂ[ fuam, stebect Lo the appoval of Shareholdess,

3. Hesolutions ¥ and 2~ "The Proposal®

fis announced i ASK on © Ockeber 2004, & definlive sharehoidors agreement was entared ito hetween the Company and R on 5 October 2604 in relation Lo te
resiructuring of their sespective interests in fmdax Arabia and the Joint Venture {Mew Shareholders Ageement]. the New Shartholders” fgreement sels out the terms
of the Proposal. Followisg implerseniation £f the Propesal, the New Sharehollers Agseersent will also govern the activlios of Imdex Arabia and the Joinl Venlure
Section © o this Erplanatory Momarandum sets ol the key terms of ghe New Sharefioiders’ Agreement,

Thie Prsposal is subject to the approval of Shareficiders, the detalls o which approvals ate sef out in section 8 of 1his Explanalory Memorandum
Thie key terms of the Progesat are as follows:

the Company wil ransler 20/48% of & terest in the Joint Venture to RIE for masket value consideration which the pazt'es hawse agreed shall be equal fo the
Jomz Yentare Sale Price. Accordingly, the Company will reduce s intesest in the Joint Venture from 29% to 20% and RED wil mcrease its interest from 51% to
BO0%, which will e effective fram the [Hective Date,

{n] the Company will cacal 10,000,000 Shares el by b H H Aberry, the Presicent of B3E and a Director for consideration equal o the ASK Buy Price pe Share.
Aecortlingly, the issued capital of the Company wilf be ;ﬂ{iuced 0 %18,055,3 g,

3 the parties have agreed thal RTE shall satisly the amount oving Lo the Company nder pamg;aph {a} by way of issuing & prasmissory note {Note) in favour of the
{‘omgarzy and, mnher that e Company witl satisfy the ameount owing by the lompany 0 M K K AkMesry undes paragraph (0] By way of assigning the Hote in
favoer of Mr K H Al Wy,




EXPLANATORY MEMORANDUM

() RTE will pay 1o the Comglarz\; or on hehall of the Company, & lolal of USDSZ.25 mitlion, being the partial satisfaction of amounts owing by JTE to the Company
wghich will e payable as to

- USHET, 750,065 (heing the repayment to the Company of cerain working capital loans made to RTE but which the Direciors befieve may nol olherwise fiave
hecome payabie otfier tian for the Proposal], payable as follows:

o LIS0ET.006.000 on the Effective Date;

o LISBETS0,000 directhy 1o Imdex Araia, on behal of the Cempany, fo subscribe for additional shares in and {0 grovide wosking capial foans o Imdex Arabia,
This sz il be paic 3o Imdex Arabia o6 te Hfective Date, with SR 20,000 being mvestad for thie subscription of additional shiares i Irdex Arabig on the
[fective Date and the balance being provided a5 & working capital foan to be repaid 1o the Camgarz_y shallt RTE 5t transter the balance of the agreed
assets by 31 December 2005 as set el in e New Sharefioiders’ Ageersent {see pamgr’apﬁ {1} belew): and

» USHS500,000 due on, of before, 31 March 2005 {being the payment by JTE of management fees owing to the Company for cerlain managesment senices
sirowiced by the Domparry & RTE). The payment of this sum wil he quaranieed By & Hnandial instindion acceptable 0 the Company and the quarantes is o De

grewvicied prior 1o the [fective Date,

{e) RTE wil also subscrite for additional shares in imdex Arabia by the costritgion to lmdiex Arabia of @ cash amount tolalling approsimately AUDSY. 15 million en the
Eftective Date. I adddion, KTE wll consibute to fimdex Arabia cash and assels having a totat value of approximately AUDSE.ES midion as & working capilal b,
Stich asaeis shall, to the exient iegally possible, e the supaly of driding fluids and chemicals business of RIE {which s curently the subject of the Joint Yenture).,
The transfer of some of these assels will be siyect 10 Inwdex Aeabia obtainig riecessary approvals as & supplier of certain products, howewsy, it has been agreed
that any assels that cannol he iansterred to index Arabia wilt continue to be snaistained and eperated (fiom the [ffactive Date) fos %ae Besiefil of Imdex Arabia
and be the subject of the foiat Yerture. Cash and assels iolalling appraximately AUDSH.85 must be contrihuted, or made available, by RE 1o bndex Arabia by ro
later thars 31 December 2005.

{f) Once the Proposal is completed. the value of the capilal of imdex Arabia wlll be SR 5 miflion . The Company shall kol 20% of the issued shar capital of mdex
Arabia anc BIE will hold the remaining 80% of the issued capital of badex Arabia from the Effective Date.

The cancedlation of the 10,006,000 Shares selerred 10 i paraaraph {b) above 15 tonditional pon the Proposed Resiucture heing inplementad, inchuding tae sale of
the Company’s 28748 interest in te Joind Venluse to RIE referred to in paragraph {a} abeve. Accordingly, the cancediation of 10,000,000 Shares wifl not be effecied
wriless Sharehofders approve Botly Resofutions 1 ani 2 of the Rotice of Aantal General Meeting ané Resolution 1 of the Notice of Special Meeting 15 passed,

4 Heasons for the Proposal
Thie key reasons in favour of the Proposat are:
< i e ouinion of the independent expert, ¥KPMG Corporate Finarge, the Proposal is fair and ressonable to off Sharcholders

Yo [ ;erm appoinsed an independent expert, KPMG Corporate Finance, To determing whether the Proposal is fag and reasonebie 1o alf Sharehotders other than
R H 1 Aoy, KPRIG Corporale FHaance has confinmed thiat thie Proposal i fair and reasonabie 1o &l Shareholders olher than 8 H H Aibery. A copy of KPRG
fonmm@ehr&ans‘euepm is included within these Meeting Documents aad a bief summary of PGS cpinion is sef oul i section 5 Delow, This s an impartant
dotznent and your Directors encewage You Lo read # camelidly.

< Simplified strxture golng forward
1o date, the cuaresl siruciure of ihe joist vealise Dusiness i Saldi Arabia has nol worked 1o the advantage of the Company,

O amplementation of ie Proposal, the drillig fluidls ané chemicals business 1hal is cumently e sabieet of te Joint Yenie and the sendces Dusiness {yel o
sommence] vl both be conducted within lndex fzabia.

This wilt provide & simpified manageraent anc operational stridure going forwerd and, logeihier with the mducion in the Company’s eculity inferest o 26% in the
comiined Saudi Arabian operations, meass Hat the finaneial 15k i relalion 1o the invesiment vl be reduced sicpificantly,

P




EXPLANATORY MEMORANDUM

fmpostantly, the Company does nol currestly, poris it requised under the Propesal, 1o guaranzee any of the abifties of the busiiess the subject of e Joint Ventre or
e Imdex Arabia usiness.

< the Proposat makes avalable USDS 15 million net incash

fis part of the Proposal, the Company will, alter satisiying all eblications under the Fropesal, have available the Tofiewing cash amount
2] LSD3,000.000 on the £fective Gate; and

£0) BSBE500.50C on, o efore, 37 March 2005,

{t i envisaged Hiat the cash will Be used 10 Day down some of the existiag longer terms homowings £F the Compatty and/ o be used for working capital purposes in the
growth of the wholly owned Ausiraiian based blsinesses. This should have e effect of inypsoving liguickty, increasing set prafit after tax (through lower interest <hiarges)
aned shoalle mpsove Shareholder earsings per shase, whion taken togeter with the reduction in the shiare capital of the Company pursuant o the Sefective Capital
Rechiction thal is alsp part of fhis Proposat

This wll also create additional financial capacity fom which the Compatty can axpiore oiher ivesiment opportuniies
< tie Dompany remains exposed to the off and oas business in the Kingdom of Saud frabla
Thie oif and gas indusiry in the Ringdom £f Szud frabia is ene of the largest in tie world. 111 buoyant and & ey to rermain 5o for e foreseale flse,

The Goveramesit of Sauei Arabia is also taking positive sieps 10 combat teronist acthity and 10 ensure that foreian investment in the oll and gas industry continues
rise.

B and the business Hie subject of tie Joist Venlure are approved suppliers to Saudi Arames, the niational ofl and gas company, whith is Hie fargest oif and gas producer
i the Kingtom

Throwgh Fie Proposat, although e Company's interest i sduced from 8%, the Company remains entiier 1o 20% of these diifling fuids moducts and sepvices
husinesses in Saudi Azabia and the Galf Co-Oneration Councd counties.

5 independent Bipert's Conchusions

The indleperident expest, KPRG Corporate Finance, bas sviewed the terms of the Proposal and has determined that the Proposal is f2ir and reasonable to alt Sharefioiters
othes than M H H BEMerry o bis associales, 1aking into account the following factors:

Watue received by e Company is greater than the value poid by the Company: The madpoint of the assessed range of values of the assels being received by
te Company under the Proposal ercests the midpoint of the assessed mnge of value of the 29% interest in the Joint Yerilure (being effered as consideration by
the Company uader the Proposal), KPMG Corporale Finance assessed the indicative value of the 28% interest in the Joint Yenlure o have a value In e range of
AUDS3.2 million to AUDSS. 38 millien, with & midpoint of ALUDS3.29 millon, KPMO Corposale Finance assessed e value of the assels heing seceived Dy Lhe
Company Lder the Proposal 1o be fn the range of AUDSZ. 43 millon to AUDS .53 mifion, with a midpoiat of AUBS3.68 miliien,

HSDS1.5 mflion cash avaifable to Company: the Proposal makes avalladle to the Company USDS1.0 mifion on the [ifective Date and USBS0.5 mitfion on o
before 31 March 2065,

Expostre to risks reduced: The Company's exposure Lo the risks facing the finl Yelure and bmcex Aralia are reduced as & resull of te Froposal,

R further funding obligations: A & result of the Proposal, the Company will have 7iv Athier funding obligations in refation to the Saud: drsbign onerations. I
contrast, the Compatty Tias historieally provided f,as% atvaes and management serdces in siation 10 the operations s Saud frabia,
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Pescentage interest in Tuture profits decreaseds  The Company's percestage interest in futre peodits of the Joint Ventuse aad fraden Aralia will decrease kom
449% 10 20% assiming he Progosal s approved and procesds,

fll copy of the ldependent Expor’s Report is ncluded witl these Meeting Doctements and It i secommended that Shareholders read the Independent Expert's Report
i fl_ i bofore deciding how 1o vole on Resoliions 1 and 2 al the AGR

G, Direstors’ blerests and Hesommendations

The: Disacters of the Company unanimousty recomymend {save for Mr H H Atberry who makes no recomsendation) that al Starefioiders vote in favow of the Froposal
Iy veing in Tavow of Reseftions T and 2 on ke AGAT Rotice of beeting,

i making this recommendation, the relevant Girestors have consiilered all of the matiers outiined in this Lxplanatory Memorandum ncluding the "Reasens for te
Proposal” in section 4 of 1his Explanatory Memosandurs,

8o Director has 2n interest in the outcome of Resoldions 7 and 2 of the AOM Notioe of Meeting, save thal:

R 1§ ARy bas an inserest in ihe ouiceme of Resoltions T and 2 on the Dasis thal ¥ the Proposat is approved M1 H # Alberry, a5 the president '1an
cortroller/razjor shasehofrler of RTE, wilt secoive dhe ASK Buy Price per Share for the canceliation of his 3C,000,080 Shares, save that 8IE must first pay Lo
Campary e Joind Verture Sale Price. He will alse receive any sesuliant benefits of RTE inereasing its interest from 51% to 80% ir botk the Joist Ventize and in
e Arabia.

the fodiowing Bireckors hokl Shares in the Comyany and witl receive any resultant Denefits om the Propesal in they 2apacity a5 Sharehioiders of fie Company:

Dirctar Stares held directly Shares beld indiractly
I Bursion . 100,000

bW Bidgeway : 5,143,683

H i Aoy HLI55000 7

R Keity : 45,000

K& Dundo 100,000 .

40,000,000 Shares of ghese 10,755,000 Shares wil be cancelled in accordence wilh te Froposal subject B the approval of Shareholder,

All of the Girectors hoiding an interest in Shares {save for b H H Alberry who s exchuded o vting) intend fo vote i favour of the Proposal by voting i favour of
Resofutions 1 and 2 al the AGM. M H H Abiderry, being the ondy person eatitled 1o wole at ihe Special Moeling, has confirmed that he will vote in favour of Resaldion
1 &l the Special Meeting to cancel 10,066,000 Shares hedd by him,

1. Hnarist mpact of the Proposal
1.1 Hrarial mpact on Badey Limited

ia ferms of lmdex Limited, the Fropesal is essentially neatral from an accounting and tavation g]{zzspeci ve, As parl of the Proposed Resitcture, and as described furiber
11 {he 2004 Aaral Repart, Hie Company has witier: down the carying value of its investmend in the Joint Yeniwe by AUDE3.T milfion 3t 30 e 2004, Following
coppietion of the Proposal, the carrying vakie of Imdex’s stake i Imdex frabia wil be aporosimately BUDSZ mifion,

Howsever, 1he Proposal should imprave the finaveial position of both Sharehokders and creditans as detailed helow,
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1.4 Proterma Beloree Sheet as ot 30 June 2004 assuming the Proposal i implemented

Rlate Audlited Mdisirments  Adisted Pro-Forma
as at required balance shest ag at
30 June 2084 B49TENG 36 hune 2004
Proposal - HSSUBENG
proeeds Proposal proceeds
Cuprent Assets
Cash 2 56 2,069 2,145
Recelvables 3,355 &,385
Inventaries 6,340 8,340
{tier i b
Total Current Assets 15,758 17847
Rlom Cusrent fssets
Otter Brancial assels 1 5413 {3.33%) 2074
Property, pant and equipment 11,71 HN
Erploration, evalustion and development expeaditure 641 47
Beferred tax assels 505 545
Totad Curvent Assets 18,428 15081
TOTAL ASBERS 34178 32948
Cusvent fabillties
Pavables 7.2 1.3
Intesast easing fiahilities 4424 4,429
Cument tax fabilities 38 38
Provisions 634 634
Total Current Linbilities 12,328 12,348
Rlon Cusrent Linbilities
Intesast beasing fiahiliies 3248 3438
Beferred tax fsbdilies 3 370
Provisions 10 130
Totat Hon Current Liabiliies 3739 3738
TOTAL LIABILHIES 15,067 16,067
REF ASSEES 18,111 16,861
Feuity
Congibuted equity A 21,058 {1,250 14,508
Reserves 8 g
Retained protits {7,855 (2 855
TOTAL EQUITY 18,111 16,861
Hotes:
T Rewesents the carrying valie of the Company’s invesieent i the Joint Yorture at 30 June 2004
2 Reflacts the recaipt of net USDET Swilion n casty - anproximates AUDSZ 08%milion as af 30 June 2004, NB. OF s foiat USDS Trmition s doe on
the Effective ffate and USDS0. Smilion & due by 37 March 2005, For the piposes of $his Proforma Balance Sheet the cash 5 assumed to be received
in otat
3 Reflects the caneelfstion of 10,000,000 shares ot 12 Seonts — rofiects baing price of lnddex's Shares as af 30 hune 2004,
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1.3 Hrarial lmpat on Crediters

Altiowgh all credlitors avel finance facilities of te Group are within 2greed terms, the Proposal shalf make avafiabie LISGET.5 million net, to the Jompany with LI5031.0
hilfion due o the Efective Date and USDEG.5 milfion due on, or before 3% March 2065,

{tis envisaged it the casl will be used 10 pay down some of the fonger term borrowisgs of the Company, and< o1 be used for working capital plrposes, which i lurn
wilt nprove fiuidity,

Thie Girectors believe that implementation oF te Proposal will nol materally srejudice the Company's a0ikty to pay s cditar
1.4 Hrarial Impat on Shareholdery

fis sed ot in Section 3 of Hie Cxplanatory Memorandusm, the Proposal shall make avadlabie LSBS1.5 million to the Company and provides for the sanceiation of
14,000,005 Shares ieid by Mr K H AkMenry,

fis intheated ahove, ihis sholdd have the effect of improvieg lguidity. From 2 financial serspective, 1 would also be expecied Lo
Increase wel prof after 1y (hiough ower interest charges): and
Increase easmings per share, when taken togeshior with the Lanceliation of the 10,000,00C Shares held by Mr H H Aterry,

fis previously indicated, the Froposal also restéls in the Company heiding a 20% interest in the drilling fuids products and sexvices business in Saudi Aabiz: one of te
iarest oil andl gas produciag coumbies i the workl,

15 e Censeguentes

The Corapany does wid make any statement of recommendation To any persen in selation 10 te taxation implications of the Proposal. Lach Shareholder should oblam
their ovan advice in feiation Lo these matters.

B Approvals and Timetable for the Proposal
Sharehoider approval is recuired for the implemestation of the Fropesal by reason of ASK Listing Rute 10,7 and sections 208 and 2560 of the Lomporations A
81 lListing Hule 181

Ak Listing Rule 18T requéres ihe Company Lo obiain shareholder apmoval, by way of an ordinary sesolution, for an acguisition from o dispesal 1o & selated party of
& substantial assel. HEE i o selaied pasty of the Company Dy reascn of Mr H H AMairy being & Director of the Company and also being e president 4

ortrolles/maion shaseholder of KIE A asset is substantial, fr the purposes of Listing Rule 30,1, if the value of te assel exceeds 5% of the Company's equity intesests
as sel ol in 15 falest acoounis givern lo ASY,

fis noted i section 3 of this Explanatory Memorasdum

) the Compatry wilt dispose of 297 45% of s mlerest i he Joint Yeniure to a related pasty RTE, for an agreed (rice gayable 20 the Company equal to the joinl
‘sﬁeﬂu?e Sale Price; atel

{n] the Company will pay to & selated party, heing M H 14 Aklgerry, for the cancellation of 10,000,000 Shares held by br K H Al4ersy an amoust equal fo e ASY
Biey Price per Share,

Based on the ASK dosing price of AUDS0.15 of 4 Share on 4 Oetoher 2004, the value of the consideration payable wider paragraph (a) and b} shave shal be
approvimately AUDSD milion. This exceeds 5% of the Company's eguity inlerests as set oul i 15 lagest accounts given to ASK.

By sason of gie above, appecval from Shareholders other tas RIE, Me H H A--Meny and their associates, i beng sought to implerent the Proposal, pursuast o
Resolutiors ¥ of tie AGM Notice for the pirposes of, #ler afia, Lsting Rule 3.1,

For the purooses of Listisg Ruse 10,3, te Girectors engaged RPMG Corporate Fisance, a5 an indepentient expert, 10 repodt on whother te Proposal is il and reasonabie
f0 Sharehoiders other than Mr H H AMersy {or fis associates). A surmmary of the indegendent expert's onchusion is sef ot in section 5 above. & Rl cony of te
regart s alse incuded i these Meating Douments,

Pain 10
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B2 Sectin 208 of the Corporations At

Section 20801) of the Corporations Act regalires the Company to obiais sharefioller appeeval, by way of zn ordnary resoludion, i it gives a financial benefit to a refated
a4,

A ot oul in section 8.3, RIE and My # 4 Aldesry. Deing parties to seeive fnancial Desefis tader te Propesal, axe selated padties of the Company by reascs of M H
H Rilderry being a Director and also heig the prosident ane contraller/ major sharehioider of BIE,

Purstiant 1o the Propesat, the Company will dispose of 20./49% of its cusent ilerest in ihe Join: Yealuse to RIT for fhie Joist Yenzure Sale Price. As part of the Proposal,

i Hias also Deen agreed with RIE 1o restructure index Aréi}m to educe the Company's shaseholding froms 49% to 28%. Furiher, by reason of the Selective Capital
Reduction, pesuant to which M H H Atderry fias agreed fo canced 10,005,000 Shares, the Company is, in effect, "acquiring” an asset fom 3 K H Alsersy for
comsidleration egual to Hie ASK Buy Price per Share, notwithstanding that the 10,000,000 Shases wilt e cancelled, The disposal to, and actulisitien of an asset fors,
RIE Gnel M 30 H AlMery respectively constitates the giving of & Briancial benefd by the Company.

An exemmgtion from the seguiresent for shiarefioider anproval i avaitable where the ransaction is on amy'sdencih terms, or less favourable 30 the selsted party than
amsiengh tems. However, the Birectors have esolved to seek shareholder appsoval wder sections 268 of the Corparations Act i any evert, in the interests of
fransparncy and good Copeale govenance practice

8y reason of the ahove, approval froms Sharetiodders oller thar M 4 H Al-3erry i beiag sought to inplement the Proposal, inchusive of the Selective Capilat Reduttion,
[ersuant o Resoltion 1 of e AGK Kotice for te plrposes of, inter alia, section 208 of the Comporations Adt

8.3 Section 2560 of the Corporations Mgt

Section 2568 of the Comozations Act provides that a company may reduce its shase capital (incuding by the canceliation of shares} f the reduction
{a] s fai and reasonable to the compatry’s shaseholders as & whol;

{n] does st materialy prejudica the company’s ability to pay s creditors; asd

{c} Is approved by shareholders in accordance with section 2560 of the Corparations Act |

Purstiant 1o the Proposal, # is proposed Lo reduce Hie shase capital of the Dompany by cancelling 30,000,000 Shares held by Wr H H Alerne i approved andl
impiemented, this will seduce the Bsued share capital of the Company 10 178,055,368, This poposed reduction dees not apply ecually to a8 Sharehoidars as the
feems of the reduction resull in the cancellation of MrH H Albory's 30,000,000 Shares onty. Accordingly, e proposed reduction in share Lapitat is @ selective capital
reduction:

Purstiant to section 256802} of the Corporations Ad, in order to implerent & selective capital redaiction it must e approved Dy bolk:

{a] 2 spacial resofution of all Shareholders entitied to vole, with 1 votes being cast in favour of the resolution by any person wha 15 Lo receive consideration as part of
the seduction, o by thelr associales; aad

{n] & spesial resoliion of only those sharetioidars whose Shares ae fo be cancalled pursiant to the sefective capital reduction,

By sason of tie ahove, approval, by way of & special resoludion, Bom Shareholders oier than Br B Aoy or Bis associates is being sought fo imglement te
Selactive Capital Reduction, pursuant to Reselution 2 of the AGAT Notice fos the parposes of section 2560{23{a) of the Carporations Ad.

Fusther, approval of Br i H Ay 1o the cancellation of his 30,000,00C Shares undar the Seloctive Capital Recuction is beisg sought separately nursuant i Resaldion
1 of the Kotice of the Special Meeting to comply with section 2560(2) of the Corporations Act,

A spesial resofution must be passed Dy al east 75% of the voles cast Dy shareholders entilled 1o vole ofi the sesolution,

Pagin 11
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8.4 Timetable
Thie Aninuzal Gerieral Reeling will be held at Le Merdion at Rialio, 485 Collins Street, Melboursie, Victoria o0 8 Bovember 2004 commenciny at 17.00am 51,

The Special Meating wifl be held at Le Meridien at Riglte, 495 Coflins Street, Melbourse, Yictoria on 8 November 2604 commeacing al 10.30am ST or stch earlier
e as Mr HI AkBerry consents to in writing,

All Sharetioldars are enfitied 1o altent al ihe Annual General Meeting. Gnly Mr 12 1 Aierry is entitied 1o volz on ihe Setective Capital Redution &t the Special Meeting
hecause only 10,006,008 Shases held by him are io be L3ﬂ€€|§ud il e B oglasdi is apoved. AY other Shateholders have the opportunity 10 vale on the Selodive
Capitat Reduction at e Annuat General Meeting,

f g Proposal Is approved:

{a] the implementation of the Proposed Restuchue wilt proceed in accordance with the tems of the New Shareholders” Agreement {see sections 3 and 4 of tis
Lrplanatory Memorandum for fusther details); and

{n] the Sefective Capital Reduction wil be effecied as soon a5 & practicable, 14 days after ihe seselutions approving the seduction of share capiat hiave been iodged
vl ASIC, The Company interids fo Bdge the resolutions with ASIC as soon as s practicable afier e date of the A0W.

8. Key Documents Relovant to the Proposal

The Mew Shaseholders” Agreement dated 5 Ociober 2004 sets ol the terms o e Proposal and, following implementation of gie Praposal, wilt also covern Bie activties
of the Joint Yentse and |mdex drabia.

Thie key teras of 1 New Shaseholiess” Agreement as it reiates 10 the Proposed Resiruchure are set aut I section 3 of this Dxplanatory Meimorandum

The key terrs of the Bew Shareholders” Agreemest as 11 relates 1o the poverning of e attities of the Joint Vealwe aad fradex frabia after implemenitation of th
Proposal (a1 which tise the Compeany will hofd a 20% interest anct RTE will hofd an 8O% #lerest in boll operations) are as follows:

RTT and the Company will continug with an catler agescy agreement antered isto on 7 June 200 50 a3 To maintain compliance with the laws of the K K'ﬂjdom of
Sadi Arahia providing for the tade of uamodiied goods in the Saud Arabia o be conducled 2aly by wholly owned Sarli-owned eatities, The effect of His &

RTE o comeluct rading activilies whicl: complement the husiness of lmdex fuabig and, subject fo the applicabie laws, are treated as an integrated business relz %OﬂSl?l}}
villy imele Arabia,

fhef glarzy wilt grant KIE and bncex Arabia an crclusive, royally free license 12 use the lces/ Rustralian W Corpany brand of praducts in the geograhical
ales ensopnpassed by the }U?{Kb of the Gulf Cooperation Countries, being Babeain, Kakwall, Galer, Oman, Saud Arabia and the United Arah Linirates,

The Board of imdex Arabia vl consist of 1 manager appeinted by the Cermpany and 3 zppoinied By RTE. the general manager will be appoinied &y RTL.
Hi. Hesoltions d 1o 6

fticke 17.3 of the Constiution, requises that any Girector appointed Dy the Board, either io fll 4 casuat vaancy of as an addition to the Board, must retire at the nex
Gonesal Meating folowing 1S o her appoinment, bl is efighle for reelection at that Annuat General Mesting,

Bir A Dundo and Mr R Selly seek soefection pursuant 16 Resofutions 4 awd 5 respectively of e 204 Kotice of Meeting, A record of M1 K A Dusdo and B R Reliy's
allendances at Board meatincs of the Compatry since Hie date of their appoiniment on 44 January 2004 10 30 .JL e 2004 15 sed ut in the 2004 dnpua Report, eath
of which have giended & Beard meetisgs since the defe of their appoisiment,

n accordance with ASK Listing Rule 14.4 ang Article 7.4 of the Constitigion, al every Ansual General Meeting, one thisd of the Dsecioss for the time being must stire
feom office and are elichle for reeloction, The Directors 1o redise are 1o be those wha have been fongest in office since thell appointment o Jast re-appoirinient or,
thee Direstors have Doer i office for an egual length of tme and unfess mutually agreed, by kol

B H H AWy seeks re-election by reason of refirement by rolation pursiznt io Resoluion B of the AGK Notice of Meeting. A record of My M H AHhersy's atiendances
al i;{;azal meeiings of the Company over the 2 manth peried 20 30 June 2004 & sol ot in the 20804 Anmud Rap{n .
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o Glossary

{a this Explanaiory Memarandum, the following terms have the following meanings untess tie context sihersise rquies:

AGH

RS

Ry

ASY Buy Pries
Board

Company
Consiitution
Corpurations Ag
firector
Effective Date
X

Y4

FY05

{edex Arabiz
{ndenendent Expert's Report

Soint Venture

$oint Yerture Sale Price

New Sharcholders’ Agroement
Progosal

Proposed Restrntire

Rit

Share

Shureholder

Selective Capltal Redustion
Special Meeting

i

meats the 2004 Anrual Senerat Moeting of the Company scheduled for 15.0Czm £51 on 8 Rovember 2004,

means ihe fustralian Securiies & Investments Commission

meats he Austizlias Stock Exclange contucted Dy Austratian Stack Exchasge Limized ABN 98 008 624 687,

fmeans he 13t price a8 which & safe & made on the ASK Tar & Share on the Eifective Date,

means the Board of Diresloss.

meals lmdex Limaed ABN T8 008 947 813,

meats the Constiwtion of the Coragany.

meas Compsations Act 2007 {Cth)

meats & Director of the Sompany.

meats the date upon which Shareholders approve the Praposal,

means Austsalian Castesn Standarg Time,

meas the fnancal year ended 30 fune 2004,

s ihe fnasncial year endad 30 fune 2065,

meals lmdex Arabia Limited, incaratrated in the Kingdors of Saudi Arali having Conwmercial Registation Bumber 26571826515,
meas tie seport prepared by KPS Corporate Finance {Aust) Py Ld dated 5 October 2004 which accompanies Hiest Heeting
Doouments.

meas tie pofil sharng arangement enzered into betwees RIE and the Company pursuant 10 which the Compatry Bas the righ
fo Tecenie g percentage, equat i its interestin te Joint Yeniure, of the st profits of RIE's Dusiness i Saued Arabia refating o
the supaly of drillng feids aad chersicals.

meats the resul, expeessed in Australian doflars, of multiplying the ASK Buy Prce by 10,600,860,

mieais the agreement between: BIE and the Company dated 5 October 20084 in refation 10 the Proposal ant inwdex Arabia,
miatts the proposal 1o peoceed with the Proposed Restruciure and the Selective Capilal Redution,

mmeans the series of ransackions set out i seetion 3 of this Diplanatory Memorandum that wilf sesull i the Company’s ciarent
49% wnterest in otk the Joind Viature and i mdex Arabia redacing to a 28% istorest in both,

mieats Kashic Trading Estabiishenent

mieats fully paic ordinary shares in the Company.

mieals & shareholder of e Company,

fmieans ihe reduction i the capitat of the Company to be effecied Dy cancaling 10,000,000 Shasos feld by 3r 4 H Axbdesry,
meais te Special Meeting of only Hose sharehiofders in the Coranany whose Shares a2 10 be cancelled in accordance will the
Propesat, being 3 HH AkRderry, scheduled for 10.30am on 8 Roversher 2004 or such earer time a5 8 K AlWersy consents
o I wiiting.

meats Saud Riyals, the lawful cursency of the Kangdom of Saudi Arabia,
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Diear Sirs

Financial Services Guide and Independent Expert's Report

Introduction

Background

Tradex Limited (“Imndex” or “the Company™} is a company listed on the Official List of
Australian Stock Exchange Limited (ASX") The Company’s core business 15 the
manufacture and supply of a range of drilling products and services in Australia and
internationally to the mining, oil and gas, water well drilling and civil indusiries.

In February 2001, the Company entered into a contractual arrangement with the Saudi
Arabian based Rashid Trading Fstablishment (“RTE”Y to supply drilling fluids and
chermicals to the oil and gas industry in Saudi Avabia and the Middle East. It was the
original intention of RTE and Imdex [collectively the “Parties™) that this business would,
where possible, be conducted through Imdex Arabia Lamited (“Imdex Arabna™). Tradex
was 1o hold 49% of the squity and RTE would hold 31% of the equity in Imdex Arabia.
The pariies executed a formal Shareholders’ Agreement to this effect in June 2001 (“the
Original Sharcholders’ Agreement™).

Imdex has advised that Imdex Arabia bas effectively not vet traded and that the
Company’s interest in the muds and chemicals business in Saudi Arabia {the “JV
Business™) has instead been conducted through o profit sharing armangement whereby the
Company receives 49% and RTE receives 51% of the net profits of the JV Business. The
Parties refer to this arrangerent as the “Joist Venture”™

VRTE s Prezident and major shargholder fs Mr B H Al-Merry who has been a director of Trndex sinca Apnil 2002 and

is also the largest shareholder i Imdex

P
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14 Barly in the 2004 calendar year, Imdex and RTE entered into discussions on alternative
ways Lo restructure their common interests in Saudi Arabia, with the objective of Mr HEH
AL-Merry agreeing to the cancellation of the majority of bis shareholding in Inidex,
Tmdex reducing its interest in the business conducted jointly in Saudi Arvabia to the
benefit of RTE and Iindex receiving a retum of cash previously invested in the business,

1.5 Asa consequence of these discussions, on 3 Tuly 2004, Imdex announced that it had
entered into a Heads of Agreement with RTE in relation (o the restructuring of their
respective interests in the Jomt Venture and in Imdex Arabia (“the Proposed
Restructure™). The Heads of Agreement also incorporates the cancellation by the
Company of 10 million Imdex shares from Mr H H Al-Merry (“the Selective Caplial
Reduction) (together “the Proposal™). The main elements of the Proposal as cutlined in
e Amended and Bestated Sharcholders Agreemnent executed on 3 October 2004 (the
Mew Shareholders” Agresment”™), are surmarised below and discussed in further detail in
Gection 4 of this repori:

v Imdex will transfer 20/44" of the Company’s interest in the Joint Venture to RTE,
Following the transfer, RTEs intereat in the Juint Venture will increase from 51% to
80% and the Company will reduce its intevest in the Joint Venture from 49% 1o 20%.

& Imdex will cancel 10 million of #ts fully paid ordinary shares held by Mr H H Al
Merry;

s RTE will pay the Company, or pay on behalf of the Company, a total of
USTY 2.25 million, of which USD 0.75 million will be paid dirsctly to Imdex Arsbia,
on behalf of Imdex. Of the USD 0.75 million to be paid directly to Imdex Arabua,
SB* 20,000 shall be applied in respect to the subscription by Imdex of 20 new shares
i Imdden Arabia (the “Tmdex Share Capital Contribution™). The remaining balance of
findas shall be deposited into a working capital account operated by Imdex Arabia,
and is referved to as the Imdey W Coniribution;

¢ RTE will contribute to Imdex Arabia, cash and assets having a total value of
$2.0 million’. Of this contribution SR 2.98 million in cash shall be applied in respect
of the issue 10 RTE of 2,980 new shares in Index Arabia (the “RTE Share Capital
Contribution™). The balance of value to be contributed by RTE to Imdex Arabia
the form of cash and assets, {s referred to as the BTE WO Contribution.,

T 00" of the Company's interest in the Joint Yenturs, represents 2 29% interest in the Joint Venture given [mdex
prang P g
currently has g 49% nterest in the Joint Venture,
" Uinited States dollars
T Saudi Arabian rivals
* AN amounts in this report are in Australian dellars (87) unless othervise noted.
Y

[
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Following the completion of the Proposal, the Company will hold 20% of the issued
capital of Imdex Arabia and RTE will hold the remaining B0%.

The Selective Capital Reduction and Proposed Restructure are conditional upon each
other. The date on which shareholders approve the Proposal is referred to as the Effective
Thate,

Purpose of our report

KPMG Corporate Finance (Aust) Pty Lid (“KPMG Corporate Finance”) has prepared this
report for inclusion in a Notice of Meeting 1o convene a General Mesting of the
Comparty, on or about & November 2004, The purpose of the meeting will be o seek
approval for the Proposal.

Chapter 10 of ASK Listing Rules prohibits a Hsted company acguiring a substantial asset
fromm, or disposing of » substantial asset to, a related party unless it receives approval
from the non-associated shareholders in a general meeting. Ap asset is considered o be
substantial if #tg value, or the value of the consideration 1o be paid for it is, in ASX s
opinion, $% or more of the total issued capital and reserves of the listed company at the
date of the last audited accounts.

Chapter 10 of the ASK Listing Rules also requires that the non-associated shareholders be
provided with a report by an expert, stating whether the overall transaction is fair and
reasonable to the non-associated shareholders.

RTE and Mr H B Al-Merry are related parties of the Company as Mr H H Al-Memry is a
director of the Cornpany and the President and major shareholder of RTE. MrH H Al
Merry is also corrently the largest shareholder in Imdex. Under the Proposal, Imdex will
cancel 10 million of its fully paid ordinary shares held by Mr H H Al-Merry, as part of
the consideration for the transfer to RTE of 29/40™ of its interest in the Joint Venture.
The Company’s preliminary final accounts as at 30 June 2004, reported that the Company
had approximately 120.1 million shares on issue. Accordingly the cancellation of

10 million of these shares would represent approximately 8% of Tmdexs 1ssned capital
and reserves,

The proposed cancellation of the 10 million ndex shares held by Mr H H AlMerry also
represents a selective capital reduction. The Australisn Securities and Investrent
Coryission’s (CASIC™ Practice Note 29 provides that an independent expert’s report
should usually accompany the explanatory memorandurn for a selective capital reduction
to satisfy the information reguirements of falmess,

In order to ensure that the shareholders of Imdey, other than Mr H H Al-Merry and his
associated entities the non-associated sharcholders™), are fully nformed in reaching 3
decision as 1o whether to approve or reject the Proposal, Listing ®ule 16,10 requires that
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the notice of meesting to approve the Proposal be accompanied by a report from an
independent expert stating whether the Proposal is fair and reasonable having regard to
the interests of the Company’s non-associated shareholders. Accordingly, this report
considers the faimess and ressonableness of the Proposal to the non-associated
shareholders of Imdex.

The term “fair and ressonable’™ is not defined in Listing Rule 10 or the Corporation Act
2001, and there are no policy statements or guidelines available 1o determine what
constitutes “fatr and veasonable”™ for the purpose of Listing Rule 10 or ASKC Practce
MNote 29, Listing Rule 10 can apply to a wide range of transactions. Accordingly, “fair
and ressonable” must be capable of broad interpretation to meet the particular
circumsiances of each ransaction. This involves a fdgement on the part of the expert as
to the alternatives available

The basis of our evaluation as 1o whether the Proposal i¢ fair and reasonable to the non-
associated shareholders of Imdex involves an assessment 2 1o whether the non-associated
shareholders of Imdex are generally likely to be better off if the Proposal proceeds than i
it does not. In forming our opinion as to whether the Proposal is fair and ressonable, we
have treated the concepts of fairness and reasonableness as a single opinion, that is, the
Proposal is or s niot fair and reasonable.

This report has been prepared solely for the purpose of assisting the non-associated
shareholders in considering the Proposal. We do not assume any responsibility or lability
1o any party as a result of reliance on this report for any other purpose, including but not
limited o mvestmend or lending decisions in relation to Imdex.

Sumrnary and conclusions for lmdex’s sharebolders

Fo eur apinion, haviag vegard to the matters set out in this report, the Proposal, on
balanee, is Tair 3nd reasonable to the nop-associated sharehelders of Tmdey.

The principal factors that we have taken into secount in forming our opinion are
sumimarised below and discussed in more detall in Section 9 of this report.

¢ the midpoint of the assessed range of values of the assets being recelved by hmdex
unider the Proposal exceads the midpoint of the assessed range of values of the 29%
interest in the Joint Venture, belng offered as consideration by Imdex under the
Proposal. The consideration being paid under the Proposal is the value of the 29%
interest i the Joint Yenture which is being transferred by Imdes to RTE under the
Proposal. We have assessed the indicative value of the 29% interest in the Joint
Yenture which, is baing transferred to WTE under the Proposal, to have a value in the
range of $3.20 million to 83 .38 million, with 2 midpoint of $3.29 million. We have
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sesessed the value of the assets being received by lndex under the Proposalto bein
the range of $3.4% million to $3.93 million, with a midpoint of $3.68 mitlion;

»  the Proposal makes available to bmdex, USD 1.50 million (USD 1.0 mulbon on the
Fifective Date and USD 0,50 million on, or before, 31 March 20035} in cash, that, in
the absence of the Proposal Imdex has advised would not have otherwise been
received, Imdex has advised that net cash of LS 150 million received pursuant to
the Proposal will he used to pay down some longer term borrowings of the Company
andfor for working capital purposes;

v Imdex’s exposire to the risks facing the Joint Venture and Imdex Arabia are reduced
as a result of the Proposal. Key risks facing the Jomt Venture and/or Imdex Arabia
include:

- the historical reliance of the IV Fusiness on a single customer {Bandi Aramoo);

- Imdex’s reliance on RTE. Imdex has advised that RTE iy critical to the marketing
of the Joint Venture’s products to Saudl Aramco, RTE has histoncally been the
entity which is engaged by customers, on behalf of the Joint Ventore, and i
therefore critical to the operations and success of the Joint Venture and Imdex
Arabia; and

- the threat of terrorist activities impacting the operations of Saudi Aramco and
therefore also adversely impacting its purchases of products supplied by the Jom
Wentore.

o  the Company will have no further funding obligations in relation to the Sandi Arabian
operations. Tndex has historically provided cash advances and management services
in relation 1o the operations in Saudi Arabia. The Company has advised that a major
attraction of the Proposal is that the Company will have no further funding
obligations in respect to the Saudi Arabian operations; and

e the Company’s percentage interest in any future profits of the Joint Venture and
Index Arabiz is reduced as a result of the Proposal. Imdex’s interest in the Joind
Venture and Imdex Arabia will decrease from 49% to 20% assuming the Proposal is
approved and procesds. Imdex’s percentage interest in any future profits achieved by
the Joint Venture and/or fmdex Arabia is therefore reduced as 3 result of the Proposal.

The sbove opindon should be considersd in conjunction with and not independently of the
information set out in the remainder of this report, including its appendices.

General warning advice
In forming our opinion, we have consideved the inferests of Imdex”s non-associated
shareholders as g whole, The advice does not consider the financial situation, objectives
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or needs of Imdex’s individual non-associated shareholders. It is not practical or possible
ty agsess the implications of the Proposal on individual shareholders, as their specific
financial circumstances are nof known to us,

The decision of fmdex’s non-associated shareholders as 1o whether or not to vote in
favour of the Proposal is a matter for individuals based on, amongst other things, their
risk profile, iquidity preferences, investment strategy and tax position. Individual Imdex
shareholders should therefore consider the appropristeness of our opinion to thelr specific
eircumstances before acting on it

Az an individual’s decision 1o vote for or against the Proposal may be mfluenced by Ins

or her particular circomstances, we recornend that individual shareholders consult their
financial adviser.

Ciher considerations
Cnr opinion is based solely on information available at the date of this report. We have
not undertaken to update our report for events or circumstances ansing after the date of

this report.

Yours faithfully

ﬁfzﬁﬁéﬁﬁ" / S@Mmmmq

Druncan Calder Sreve Soudamore
Executive Director Executive DNrector

&
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FianCial, RERVICER GUIDER
Dated 3 October 2004

BPMOG Corporate Finance

KPMG Corporate Finance {Aust) Pry Ltd ABN 43 007 363 215 (“BPME Corporate
Finanee” or “we” or “us” or “ours” as appropriate} has been engaged to issue peneral financial
product advics in the form of a report to be provided to you.

Financial Services CGiulde

Try the shove circumstances we are required 1o issue 10 you, a8 3 retail client, a Financial
Services Guide CFSG). This FEG is designed to help retail clients make a decision as to their
use of the general financial product advice and to ensure that we comply with our obligations as
financial services hicensees.

This PG includes information abouts

6 who we are and how we can be contacted;

e the services we are authorised to provide under our Australian Financial Services
Licence, Livence No: 246901,

- rersuneration that we and/or our staff and any associates recaive In connection with the
general financial product advice;

v any relevant assoctations or relationships we have; and

@ our complaints handling procedures and how you may access then

Financial services we are Heensed to provide

We hold an Australian Financizl Services Licence, which authorises us 1o provide financial
product advice in refation (o

» interests in managed investrents schernes {excluding investor directed portfolio
services); and
» securities {such as shares and debentures).

We provide financial product advice by virtue of an engagement to issue a report i conngction
with a financial product of another person. Our report will include a deseniption of the
circurnstances of our engagement and identify the persun who has engaged vs. You will not
have engaged us directly but will be provided with a copy of the report as a retail client because
of your cotmection to the matters in respect of which we have been engaged 1o report.

Any report we provide is provided on cur own behalf as a financial services Heensee anthorised
to provide the financial product advice contained in the report.
Ceneral Financial Product Advice

Int our report we provide general financial product advice, not personal financial product advice,
hecause 1t has been prepared without taking inte account your personal objectives, financial
situation or needs,

You should consider the appropriateness of this general advice having regard to your own
obiectives, financial situation and needs before vou act on the advice, Where the advice relates
to the acquisition or possible acgquisition of a financial product, you should alse obtain a product
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disclosure statement relating to the product and consider that statement before maling amy
decision about whether to acquire the product.

Benefits that we may recelve

We charge fees for providing reports. These fees will be agreed with, and paid by, the person
who engages us to provide the report. Fees will be agreed on either a fixed fee or time cost
basis.

Buxcept for the feey referred 1o above, neither KPMG Corporate Finance, nor any of its direciors,
employees or related entities, receive any pecuntary benefit or other benefit, directly or
indirectly, for or in connection with the provision of the report.

Femnneration or other benefits veceived by our emplovess

Al our employees receive 2 salary. Our employees are eligible for bonuses based on overall
productivity but not directly in connection with any engagement for the provision of a report.

HEeferrals

We do not pay commissions or provide any other benefits to any person for referring customers
1o us in connection with the reporte that we are Heensed to provide.

Associations and relationships

Through a variety of corporate and trust structures KPMG Corporate Finance is ultimately
wholly owned by and operates as part of KPMG's Australian professional advisory and
accounting practice. Our directors may be partners in KPMG's Australian partnership.

From tme to time KPMG Corporate Finance or KPMG and/or KPMG related entities may
nrovide professional services, including audit, tax and financial advisory services, to financial
oroduct issuers i the ordinary course of its business,

Complaints resolution
Internal complaints resolution process

A5 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. Al
complaints must be in writing, addressed 1o The Complaints Officer, KPMG Corporate Finance,
PO Box HET, Australia Square, Sydney MEW 1213,

When we receive a written complaint we will record the complaint, acknowledge receipt of the
complaint within 15 days and Investigate the issues raised. As soon as practical, and 1ot more
than 4% days afier receiving the written complaint, we will advise the complainant in writing of
our determination.

Referval to External Dispute Resolution Scheme

A complainant not satisfied with the outcorne of the above procesy, or owr determination, has
the right o refer the matter to the Financial Industry Complaints Service Limited ("FICE™),
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FICH is an independent company that has been established to provide free advice and assistance
(o consumers to help in resolving comaplaints relating o the financial services industry,

Further details about FICS are available at the FICS website www . flgg.asnau or by contacting
them directly via the details set out below.

Financial Industry Complaints Service Limited
PO Box 379

Colling Street West

Wethourne VIC BOO7

Toll free: 1300 78 08 08
Facsemile: {03} 9621 2291

Contact details

Yeu may comtact us using the details set out at the top of our letterhead on page | of this report.

G
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Contents of the remainder of KPMG Corparate Finance’s report

The remainder of this indenendent expert’s report iz divided into the following seciions:
Y B % &

B TRE PIODOSAL crivt vt eveetans s reer e oot ie st e bt eos et se b esseesr st bt test st ssneenras L
B Sources oF TOrmmilor ettt st cvas s st re s et aseseune L ]
B BBaSIS OF BESEEEITIBND Lo viieiiterrirteier e as b e srass e er ettt b e aes e sttt as e st ket enr s sunonrtan srooasocins | 53
&  Profile of Imdex .. 18
T Phe Joint Venture ’znd Emdé.,?{ Ar&ma e 32
& Comparison of the value of consider éii{m bemg paid b} Imdw undé:r thﬁ Fre}posai

with the value of the consideration received by Imdex under the Proposal .38
9 Assesziment as to whether the Proposal i fair and reasonable {0 non-associated

shareholders 0T IMER e e st aase e rs s venei s oo ]

L R
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Appendix 1 -~ Qualifications and declarations. .o s s
Appendix 2- Bources of MIOrmation.. e e e
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The Proposal
Background

w1 7 June 2001, Imdex and RTE executed the Original Shareholders” Agreement, which
sets out the nature and terms of the Parties” joint business venture to manufaciure and sell
drilling fluids and chemicals and provide services to the oil and gas industry in Sauds
Arabia and the Middle Fast and also provided for the formation and registration of budex
Arabia. The Original Sharcholders” Agreement sets out Irndex and RTE's respective
understandings, rights and obligations in connection with Iindex Arabia and outlines
Imdex and RTE s equity interest in Imdex Arabia being 49% and 51% respectively,

We understand that the laws and regulations of the Kingdom of Saud: Arabia restriet
trading in irnported unmodified goods to wholly owned Saudi Arabian entities. To enswe
compliance with Saudi Arabian regulations, the Parties therefore also entered mio an
Agency Agreement dated 7 June 2001 {the “Agency Agreement”) whereby RTE would
act as Imdex’s exclugive agent in Saudi Arabia and the Middle East in circumstances
where Saudi Arabian resivictions, in regard to trading b bmported unmodified goods,
apphied.

Imdex management has indicated that Imdex Arabia required a service liceace to provide
services in Saudi Arabia, which it received in July 2002 (the “Service Licence™). Dmdex
Avabia’s Service Licence is valid vntil July 2012 and allows Imdex Arabisto trade in
goods produced or altered in Saudi Arabia and to provide services in Sandi Arabia. The
Company has advised us however that Imdex Arabia has not as yet traded.

The IV Husiness has instead been operated through the Joint Venture, which has to date,
been focused on the trading of imported drilling fluids and chemicals in Saudi Arabia.
A4 contracts to supply muds and chemicals in Saudi Arabia are entered into by RTE, on
behalf of the Joint Venture, Imdex has advised that it is currently entitled 1o 49% of the
net profits of the JV Business, but does not have any claim over the assets of the JV
Business (which are owned by RTE)Y nor is it exposed to any of the net habilities of the
TV Business {which are the responsibility of RTE). Imdex has however provided further
cash advances to KTE in respect to the IV Business and has also provided some
managerment services to the J'V Business.

The diagram below outlines Imdex and RTE"s respective contractual interest in the Joint
Venture and equity interest in Imdex Arabia as at the date of this report,

i1
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Figure 1: Index and RTE s respective intevests in the Joint Venture and Imdex Arabia
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The New Shareholders’ Agreement

The Mew Sharcholders’ Agreement, which replaces the Original Shareholders®
Agresment sets out the terms and conditions of the Proposed Restructure, and following
the bmplementation of the Proposal, will also govern the future operations of the Parties”
joint business operations in Saud! Arabia,

The key terms of the Proposal as outhined in the New Shareholders” Agreement and the
Faplanatory Memorandum” are summarised below,

As at the Effective Date, Imdex will transfer 20/49™ of its interest in the Joint Venture (o
RTE, for market value consideration, which the Partics have agreed shall be equal to the

Joint Venture Sale Price’. Accordingly, the Company will reduce its interest in the Joint

Venture from 49% to 209 and RTE will increase s inferest from 51% to 80%.

Mr H B Al-Merry will agree to, and the Company will cancel, 10 million Index shares
currenily held by Mr H H ALMerry, for consideration equal to the Joint Venture Sale

¥ Draft Fxplanatory Memorandum dated 4 Getober 2004..
T The Joint Verture Sele Price is the smount {expressed is Australian dotlars) calcuiated as the product of 10 million

and the last price at which & sale s made on ASX for an bndex share on the Effective Date
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Price. Accordingly, the number of Inulex’s shares on issue will reduce from
approximately 1201 million shares to 110.1 mullion shares.

Imdex and BTE have agreed that

o  RTE shall satisfy the amount owing to the Company under Paragraph 4.8 by issuing a
nromissory nofe in favour of the Company for the Joint Venturs Sale Price (the
“Prospissory Mote™), and

e Irndex will satisfy the amount owing to Mr H H Al-Merry under Paragraph 4.9, by
way of re-assigning the Promissory Note in favour of Mr H H Al-Merry.

The Company will receive net cash of USD 1.5 million, from RTE under the Proposal.
We note that, whilst the cash payments made by RTE 1o Imdex are referred to as
‘repayments” in the New Sharcholders’ Agreement, the independent directors of Imdex
are of the firm view that the paynents actually represent the receipt of cash by Imdex
that, in the absence of the Proposal would not have otherwise been received, This receipt
of funds has therefore, in substance, been treated by us as having a value to Imdex equal
to the amount of the cash recetved. The specific terms of the payments being recerved are
discussed in prester detail below,

Under the New Shareholders” Agreerent RTE will pay to the Company, or on behalf of
the Company, a total of USD 2.25 million of which USD 0.75 million will be paid
directly to Imdex Arabia, on behalf of Index and in respect of the Imdex Share Capital
Contribution and the Imdex WC Contribution. The Tindex Share Capital Contribution of
SR 20,000 {approximately USE 5,333Y) shall be applied in consideration for the issue to
Tradex of 20 new shares in Imdex Arabia on the Effective Diate (which will result in
Irndex having 2 20% interest in Imdex Arabia). The remaining balance of approximately
ST 744 667 which is referred to as the Imdex WO Contribution shall be deposited into a
working capital aceount maintained by Imdex Arabia. Imdex has advised us that, whilst
there is no interest payable and no terms for repayment, in respect to the Imdex WC
Contribufion, it represents a loan to Imdex Arabia, due and repavable to Imde.

The USD 2.25 million cash payment made by RTE to Imdex is desoribed in the New
Shareholders’ Agresment 10 comprise:

# the ‘repayment’ of certain loans made by Imdex to RTE (for the IV Business) having
an aggregate amonnt of USDY 1.75 wyllion (the “Working Capital Loans™), on the
Hffective Date. Az noted above RTE shall repay USE 0.75 million of this amount
directly to Imdex Arabias, on behalf of Imdex. The directors of Imdex have advised

¥ Converted at the fixed exchange rate of USD 1= SR 375
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118, despite this payment being described as a “repayment” of Working Capital Loans
iri the New Shareholders’ Agreement, that

- Gndex has no right to demand/eal] from RTE the repayment of the Working
Capital Loans and the Working Capital Loans have no fixed dates for repayment,
nor consideraiion of interast; and

- these payments made by Irndex to RTE in the opinion of Imdex are probably best
described as being subordinated debi.

Trndex has therefore advised us that:

“ris therefore unlikely in the absence of the Proposal that there is any obligation on
RTE or the Joint Venture (o repay these payments to Imdex and Imdex had no
expectation of receiving payment in respect of this amourt (USD 1.75 million) in the
absence of a transaction involving the equily interests of the Joint Venture. ", and

»  the payment of USD 0.50 million in respect of managerment services provided by
Imdex in respect of the IV Business (“Management Services™), for which, to date,
Irdex has not been compensated. The New Shareholders” Agreernent provides that,
nrior to the Bffective Date, Imdex shall {ssue an invoice to BTE for USD 0.50 million
in respect of the Managerent Services (the “Management Fee™). RTE will repay,
directly to fmdex, the full amount of the Management Fee on, or before, 31 March
2005, The payrment of the Management Fee will be guaranteed by a financial
instiintion acceptable to the Company. Imdex has advised that;

“In the absence of the Proposal there does not appear to be an oblisation on behelf
of RIE, or the Joint Venture to repay any of the copiialised expenses (the
Management Fee),

That is to say, the Proposal has given vize to the opportunity for Imdex to present ifs
cave to RTE as to why RTE showdd compensate Pmdex for services which Imdex has
provided to the JV Business over the last couple of years. Az part of the Proposal,
RTE has apreed to compensate Imdex fo the extent of USD 506,000 notwithstanding
the absence of any formal agreement in relation to the services and hence the prima
Facie absence of any legal reguivement fov RTE to pay for these services.

In the uhsence of the Proposal it is very wnlikely that RTE would hove agreed o
compensate Imdex for the services which it has provided fn the past”

414 The Cornpany has advised that the receint of USD 1.0 million from RTE and the payment
of LISED 075 million to bndex Arshis by BTE, on behalf of Imdex, are condition
precedents of the Propasal and if these payments are not made by RTE the Proposal will
not procesd. We are advized further thet that the deferved payment of USD 0.50 mullion

Pagn 31




415

4.16

Frmdex £imived
Financial Services Guide and fndependent Experi's Repoit
3 Optober 2004

is 1o be secured by way of a bank guaraniee or unconditional letter of credit for the
benelit of Imdex {the “Guaraniy™). The MNew Shareholders’ Agreement provides that as
at the Bffective Date, RTE shall have delivered to Imdex the Guaranty.

As of the Bffective Date, RTE will make 4 cash contribution to Imdex Arabia in the
amount of 88 298 million {approximately $1.14 million”y in consideration for the issue
to RTE of 2,980 new shares in Iindex Arabia (which will result in RTE holding an 80%
inverest in Imdex Arabiay which as previously noted is referred to as the RTE Share
Capifal Congribution,

A3 soon as practicable after the Effective Date (an in any case prior to 31 December
2005, BTE shall contribute to Tmdex Arabla cash and assets having » total value, when
combined with the BTE Share Capital Contribution, of $8.0 million. The value of the
cash and assets to be contributed by RTE (in addition to the RTE Share Capital
Confribution) will be approximately $6.86 million {(based on the conversion of

SR 2,98 million inio 5 noted above) and, as previovsly noted, 1s referred 1o as the RTE
W Contribution. Tradex has advised that the assefs contributed by RTE will consist of
inventory and goodwill of the JV Business. Irmdex has advised that defails of the
inventory and goodwill to be contributed by BTE (o Imdex Avabia} and how these will
be walued, is vet to be finalised. The transfer of some of the assets will be subject 1o
imdex Arabia obtaining necessary approvals as a supplier of centain products. However, it
has been agreed that any assets that carmot be transferred to Imdex Avabia will continue
to be maintained and operated for the benefit of Imdex Arabia. Imdex has advised that
whilst there 13 no interest payvable and no term for repayment o respect of the RTE WO
Contribution, that this is represents a loan 1o bndex Arabia due and repayable to RTE

The Selective Capital Reduction and Proposed Restructure are conditional upon each
other. Aceordingly, the cancellation of 106 million shares in the Company will not cceur
untess Imdes’s non-associated sharsholders approve both Resolutions 1 and 2 of the
Company’s Notice of General Mesting.

The diagram below outlines Imdex and RTE s respective contractual interest in the Joint
Venture and equity nterest in Irndex Arabizn assuming the Proposal is approved and
proceeds,

¥ Unless otherwise noted all SR amounis in this report me converied to § at an exchange rate of approxdmately
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Figure 2: Imdex and RTE's intevests in the Joint Venture and Index Arabia assuming the Proposal is
successiully implemenited
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Operations of the Joint Venture and Imdex Avabia under the New Shareholders’
Agreement

419 We are advised by Indey that it is the imtention of the Parties, pursuant to the New
Shareholders” Agreement, and assuming the Proposal is successfully implemented that
Irndex Arabiz will apply to the Goversumen of Saudi Arabia to have is current Service
Licence upgraded 1o a licence that allowe it to operate as & manufactoring company 1o
Saudi Arabia. A production plant is also planned 1o be constructed 1 Sandi Arabia,
wihich will produce certain mads and chemicals products that will then be sold through
Imdex Arabia. Thus some muds and chemical products, which are currently imporied
and sold through the Joint Venture {due (o restrictions applying to the trade in unmodified
irnported goods), would now be produced and sold through Imdex Arabia under its
Service and Manufactuning Licence.

420 Imdex has advised that, assuming the Proposal 1s approved and proceeds, the Parties
intend to operate (where possible under the laws and regulations of Saudt Arabia), the
husiness in Saudi Arabia, through Imdex Arabia. As noted above cerfain assets from the
I% Business will be ansferred by RTH 1o Imdex Arsbia under the Proposal.

4.21 We are advised by Imdex that some unmodified products will continue to be mported
into Saudi Arabla. In this regard the Agenoy Agreement will continue to apply, whereby

16
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RTE will act as Imdex’s exclusive agent in Saudi Arebis (in circumstances where the
laws and regulations of Saudi Arabia prevent goods being provided by Imdex Arabua).
Index has advised us that it 1s understood by the Parties that {rading activities undertaken
by RTE pursuant to the Agency Agreement shall complement the business of Imdex
Arabia and these trading activities together with the business of Imdex Arabia will, for all
intents and purposes, be freated as one integrated business relationship between the
Parties.

427 The New Shareholders’ Apreement notes that, except az otherwise agreed by the Parties,
a1l financial, commercial and legal risks and all net profits arising out of trading sctivities
conducted under the Agency Agreement shall be shared by the Partles in accordance with
their respective shareholding interest in Index Avabia (Le. Imdex will be receive 20% of
the net profits and RTE will receive 80% of the net profits), Imdex has advised us this
does not extend 1o any future funding obligations by Imdex in respect to Iindex Arabia,

) Souress of nformation

5.1 Inpreparing this report and arriving at our opinion, we have considered a number of
sources of information as detatled in Appendix 2 of this report.

T
]

The statements and opintons expressed in this report are made in good faith and have
been based on information available at the date of this report that is believed 1o be reliable
and scourate. We have relied upon the mformation set out in Appendix 2 and have no
reason to believe that any material factors have been withheld from us. The preparation
of this report does not imply that KPMG Corporate Finance has carried ouf any form of
andit on the accounting or other records of Imdex, RTE or Imdex Arabia or their
investments or assoclates.

3
"

KPMG Corporate Finance has been provided with historie and prospective financial
information prepared by Imdex and RTE. Whilst KPMG Corporate Finance has in part
relied upon this information i preparing fhis repost, Imdex and RTE remain responsible
for all aspects of this information. Achievement of prospective financial results is not
warranted or guaranteed by KPMG Corporate Finance. Prospective results are by their
nature uncertain and are dependent on a number of future events, which cannot be
guaranteed. Actual results may vary significantly from the prospective mformation and
any variations may affect our valuation.

54 The opinion of KPMG Corporate Finance is based on prevailing market, econormic and
other conditions at the date of this report. Conditions can change over relatively short
periods of fime. Any subsequent changes in these conditions could Impact upon valug
pither positively or negatively.
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Basis of assessment

This report has been prepared by KPMG Corporate Finance to accorpany a Notice of
Meeting to convene a General Meeting of Iindex on or about 8 November 2004, The
purpose of the meeting is to seek approval from the non-associated shareholders of Imdex
for the Proposal.

As discussed in Section 7, an independent expert’s report on the falmess and
reasomablensss of the Proposal to noreassociated sharcholders of Irdex is required 1o be
prepared under Chapter 10 of ASX Listing Rules. The proposed canceliation of shares by
Imdex from Mr H H Al-Merry also represents g selective capital reduction. ASIC Policy
Note 29 provides that where non-cash consideration is being paid for a selective capital
reduction an independent expert’s report containing a valuation of the consideration given
for the cancellation of those shares would be appropriate.

Basis of opinion

The Proposal will be fair and reasonable, having regard fo the interests of the non-
associated shareholders of Imdex if, ont balanes, those shareholders sre likely to be better
off if the Proposal proceeds than if it does not.

I forming our opinion as to whether the Proposal is fair and reasonable we have treated
the concepts of fairness and reasonableness as a single opinion, that is, the Proposal is or
is not fair and reasonable,

In forming our opinion as to whether the Proposal is fair and reasonable we have hag
regard inter alia:

& the value of the 29% interest in the net profit of the Joint Venture (which is being
transferred from [mdex to RTE) in comparison with the value of the consideration
being received by Imdex under the Proposal bemg:

- the 10 million Imdex shares being cancelled;
- YIRE 1.5 maitlion net cash received: and

- 20% of the additional value to be contributed 1o Imdex Arabia comprisimg the
Imdex Share Capital Contribution and BTE Share Capital Contribution.

e the advice from Imdex that in the absence of the Proposal, it would not expect to
receive any net cash payvment of USEY 1.5 million, which is noted in the New
Sharcholders” Agreement to comprise the Working Capital Loans (USD 1.75 milkion)
and Managernent Services (USD 0.5 million} and of which USD 0.75 million will be
paid directly to Iimdex Arabia, on behalf of Imdex;

18
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o the Joint Venture's historical and prospective operating performance including the
prospective cash flow model prepared by Imdex and RTE and reviewed by Deloitte
Touche Tomatsu Baky Abulkhair & Co (“Deloitte Sandi Arabia™),

#  the share price history and Hauidity of Imdex’s shares;
& the net tangible asset backing of an Imdex share as at 30 June I004;

#  the carrying value of the investrent in the Joint Venture reported in the Imdex
accouris as ot 30 June 2004;

s the value of Imdex’s current contractual intersst in the IV Business and shareholding
inferest in Imdex Arabig;

e the advice from bndex thet it does not have any rights (o the assets of the JV Business
nor is it accountable for any of the Habdlities of the JV Business;

¢ the implications of Irndex’s position #s & minority party 1o the Joint Venture and
Fmdex Arabisg,

o discussions with the dirgctors and management of Imdex regarding the outlook for
operations in Saudi Arabia;

» the terms and conditions of the Proposal; and

e other advantages and disadvantages, which may bmpact the non-associated
sharsholders of Tmdex in the event that the Proposal proceeds.

Profile of Imdex

Corporate bockyround

Imdex was incorporated on 17 December 1980 as Pilbara Gold NL and subsequently
changed iis name to Imdex NL on 11 September 1985, The Company listed on ABX on
24 September 1987, following the public issue of 20,0 million sharves at $0.20 per share.
The Company changed to a limited Hability company on % August 1995

Corporate aud operating sfracéure

The diagram below provides an overview of Imdex’s corporate and operating structure,
outlining the Company’s key subsidiaries and business units,

14
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Figure 3 Imdex’s corporaie and operdling structure
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Source. Imdex’s 2003 Annual Report and Imdex management

Business operations

Imdex manufactures drilling fluids and chermdeals and provides technical services o the
mining, oil and gas, water well drilling, and civil industries in both Australia and
irternationally, The Company’s three key operational areas are:

# the provision of drilling fluids, chemicals, tools and equipment;

o drilling services; and

& mingrals processing.

We have discussed below the key business units through which the Company undertakes
s operations,

Austradion Mud Company Ltd ("AMC")

AMC supplies drilling fluids, chericals and services to the drilling industries in more

than 25 countries including Australia, Asia, Africa and Eastern Europe.

AMC is the market leader in Australia in the provision of drilling products and services 1o
the mining, water well, horizontal directional drilling and civil indusiries in Australia and
is increasing its market share in the onshore oil and gas business.

In the 2004 financial vear AMC was the Imdex Group’s strongest perfommer, with
earnings before interest and tax reported to have inereased by B8% from the pror vear.

20
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Imdex Minerals

imndex Minerals operates a multi-purpose indusirial minerals processing facility st
Fandakot, Western Australia. The facility’s operations include:

s Toll milling. The Company has three ceramic Hned ball mills, which are able to dry

grind minerals to flour size. Toll milling customers are sourced primarnily from
Australia’s minersl sands producers. The main product milled by the Company is
ziveon sand which is milled into ziveon flour;

#  Custom packaging. fmdex Minerals custor packages industrial minerals such ag
silica, cement, rutile, ilmenite, gypsurm and quick lime;

v Apricultoral products and sand/gravel packs. Imdex Minerals” agricultural products
operations incorporate the screening, packaging and sale of Hoestone and gypsum for
agricultural purposes. In addition, it also produces a range of silica and gravel pack
sands for water filivation, water wells and pool filters; and

«  Micaceous iron oxide {“MICYY mining, processing and marketing. Imdex Minerals’
MO mine i sitated at Mt Gould, Western Australia, Imdex processes and markets
IO, as an ani corrosive pigment ueed in industrial paints, which it exports 0
markets in the USA, Japan and parts of Asia as a proprietary product branded
Tmdox”.

Swriron Technologies Pty Ld (“Surtron”™)

Surtron provides downhole surveving, geophysical logging, steering and directional
drilling to mining and civil construction industries in Australia, Africa and Asia,

Ace Drilling Supplies {"dee”)

Ace is the distributor of & range of diamond drilling products including Asabi diamond
products, Bradley drillimg pipe and a range of miscellaneous consumable iterns.

Aee also hires, markets and repairs a range of down hole equipment for the drilling
induistry.

The Joint Vemure and Imdex Arabia

The operations of the Joint Venture and Imdex Arabiz are outlined in Section 7.
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Share capital and ewnership

.43 Imdex currently has on igsue approximately 120.11 million ordinary shares, which are
quoted on 45X, Tmdex’s top ten shareholders as af 21 September 2004 are set out below:

Table 1: Imdex’s fop ten shareholders

Mumber of % of

shares held fsmued

] shares

Wy 5 H Al-Merry 10,755 8.06%
ffideonginent Eguipment {Australia) Pry Lid &,132 5.11%
Wear Services Pry Lid &,000 5.00%
Chartac Pty Lid 4,966 4.15%
JP Morgan Nominees Australia Lid 3,382 2.87%
Wiy C F Royeroft 3,371 2%
Telic Alcatel {Anstralia) Pry Lid 2,900 2.49%
Total Meat Exports Py Lid 2,000 1.67%
Primbee Investments Pry Lid 1,616 1.35%
Chippell Pry Lid 1,581 1325
Total number of shares hebd by the top 18 sharcholdery 38,588 307
{rher sharcholders 81,547 &7.93%
Total number of shares on lsspe AR LO0.8%

Sowrce: Imdex’s Top 24 shareholder Bsting as at 21 September 2004
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Fmdex’s shave price and volume history

6.14  The chart below depicts bndex’s daily closing share price since | January 2002, agamst
the volume of shares traded expressed as a percentage of issued capital,

Fioure 4: Imdex's historic shave price and percentage of issued shaves traded

Al e

B Digtaitg of e
Eroposil
abrncilicec!

SEpare price {oensl
RS PSR 10 SERUAEEE £ 52 DIPI TUNR L e

Source: Bloomberg

6.15  Since January 2002 Umdex’s shares have exhibited considerable volatility trading as high
a5 26.5 cents on 4 June 2002 before falling to a low of 8.0 cents on 2 February 2003, In
the period from late July 2003 to late January 2004 the Company’s shares expenienced an
upward trend Increasing from 8.5 cents on 28 July 2003 10 25.0 cents on 22 January 2004,
Since this tine Imdex’s sheres have traded downward and on the day priorto the
announcernent of the Proposal belng, 2 Tuly 2004, ndexs shares closed at 13.0 cents.
Since the anpouncement of the Proposal Imdex’s shares have traded slightly higher at
between 12.5 cents per share and 18.0 cents por share. The Company’s shares closed at
16.0 cents on 4 Ociober 2004,

616  Recent announcements since January 2004 that may have had an impact on the market
price for Imdex shares include:

o on 14 January 2004, the Company announced a restructuring of its Board of Directors
with the appointment of two new directors Mr Ross Kelly and Wy Kevin Brundo and
the resignation of Mr Michael Gasson;

bt
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on 2 February 2004, Imdex released its 31 Decernber 2003 half vearly accounts, which
reparted an increase in revenue of approximately 32% from the 6 months ended

31 December 2002, Net profit after tax for the pertod was reported to be
approwimately $1.27 million, which represented an inerease of approximately 76%
from the prior period;

Index requestad a trading halt on 26 March 2004 pending the release of an
announcement by the Company;

on 29 March 2004, the Company announced that its foreeast results for the 2004
financial vear would be adversely impacted by the write off of approximately

$2.95 million in the carrving value of inventory and debtors within the Imdex
Minerals division, as recormmended by independent investigating accomntants PPB
Consulting. The adjvstment reflects the overstatement of debtors and the carrying
value of stock in Imdex Minerals, The Company reported that a senior emploves was
disrnissed and another employee resigned as a conseguence of these events;

on 14 April 2004, the Company appointed Mr Iggy Tan as the general manager of
Imdex Minerals, Mr Tan is a mining/chemical engineer with over 20 yesrs
ERPErences;

on 3 May 2004, the Company released ite Apeil 2004 quarterly newsletter;

on 28 June 2004, Imdex released an update of business conditions having regard to its
arnouncemet of 29 March 2004 conceming Imdex Minerals in which ¥ reported

arnongst other matters that;

- an audit by the Company’s eiternal auditors was carried oul across its domestic
businesses for the 10 mombs ended 30 April 2004;

- it was decided to make an adjustment totalling $3.97 million in relation 1o the
sarrying value of stock and debtore; and

- systemn improvements, which had been comfitmed by PBB Consulting, had been
implemented af Imdex Minerals,

on 5 Fuly 2004, the Corpany announced details of the Proposal; and

on 30 August 2004, the Company released its preliminary final report for the vear
ended 30 June 2004,
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6.17  An analysis of the volume of trading in Imdex's shares in the periad prior io the
announcement of the Proposal on 5 July 2004 is set out below.

Tuble 2- Trading liguidity in Imdex’s shares prior 1o the ananuncement of the Proposal

Perind prior tp announcentent Fiigh Low  Weighied Camulative  Asag % of
af the Praposal on § July 2004 EVerage vekinne fssued shares
% # B

1 week 0.13 0.4z 0,12 4,749 555 3.96%

I moth .13 0.1 0.12 8520872 7.10%

% months 0.16 .11 012 12,070,647 10.81%

& months .25 .11 018 32,547,053 2T A%

12 months 025 {4.09 G.17 67,404 658 56, 14%

18 months 0.25 0.08 018 73,406,434 61.14%

Source: Bloomberg

618 The ahove analysis iHustrates that Fmdex’s shares have historically exhibiled moderate
liguidity. In the three months prior to the announcement of the Proposal Tindex shares
teaded between $0.11 and $0.16 with approximately 10.8% of issued shares being traded
in this period.

619 Since the annotmncernent of the Proposal until 4 October 2004 Imdex shares have traded
herween approximately $0.12 per share and $0.18 per share, with approximately 12% of
the Company’s shares on issue being traded as outlined in the table below,

Teble 3: Trading liguidity in Jmdex s shares following the announcement of the Proposal

Feriod following the Figh Low  Weighted Cumsulative  Asa % of
ausouncement of the Proposal aVErape voluime fssued shares
pn % July 2084 % % %

i week .14 14 .14 867,200 6.72%

1 ronth .14 (.13 0.13 3,088,305 2.57%

65 trading davs (o

4 Ortoher 2004 0.18 .13 0.5 14,960,200 13.46%

Spurce: Bloombery

25
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Uniisted options

620 Imdex cwrrently has 3.0 million unlisted options on issue, which are held by directors of
the Company. The options carry no rights to dividends and no voting vights. The table
below outlines the terms of bndex’s options on issue

Tuble 4: Irdex s undisted options on issue

Tranche Expiry date' Euereise price Mumber on issne
&
] 24 Ceiober 2004 .20 1,000,000
p; 24 Oedober 2004 (.35 1,000,000
3 24 Oretober 2004 .45 1.000,000
Note 1. Options expire on the earlier of the expliry dute noted or three calendar months from
ceasing 1o be u direcior of the Company,

Sowurce: Imdex s 2004 Annieal Report
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Financial performance

&£21  Imdex’s sudited consolidated fnancial results for the three years ended 30 June 2004 arg
sumrrrised below,

FTable 50 Swwmary of Imdex v consolidated historic financicd performance

Mote Audited Audited Aundited
Year engded  Yesr ended  Year ended
30 June 2002 30 June 2003 30 Jone 2004
U0 60 4000

Bevenue from sale of goods 27,270 26,287 33,473

Feveme from rendering services 3,390 4,326 5,048

Ohier revenue 1 5317 76 460

Total revenue 38,977 30,509 39,831

Share of profitloss) from invesiments Z . (894} {297}

Write down in value of investment in the

Jomt Ventre - - {3,108}

Prioy vear adiustments 3 - - (2, 796)

Raw material and conswmables {19,200} (1548 {19,338}

Emploves cxpenass {5,047 (5,677 (6,739}

Crher expenses {10,0883 (4,990} (B.83T)

Earnings before interest, fax,

deprecistion and amortsation 1,642 3851 (1,279

Diepreciation and mmoriisation (1,940} (1,834) {1,938

Earnings before intersst and tax {298} 2887 (3,287

et interest expense (450} (539 {559

Operating profit/ioss) befors tax UTREY 1ATE (3,776}

Notes:

I Excludes inierest reveriue,

2 Share of the equity accouried losses from the Joint Vervure and RTE Futernational. Imdex
relingusished iis interest in the business of RIE Internafional during 2003,

3 In March 2004, discrepancies in the recorded value of stock and debiors, tofalling
appraximoely 54.06 millice were uncovered af Imdex Minerals, Of this fordl,
approximately §1.30 million related to the 2004 financial year, and approximuiely
&2 .80 mullion relares 1o prior finencial yeers.

Source: foedex’s 2003 and 2004 Anaual Keports

622 Asnoved inthe table above, Imndex reported strong growth in sales for the year ended
A0 Jupe 2004 with toral sales Increasing approximately 29% from the prior vear to
$39.83 million. The Compuny however reported 2 loss before interast, tax, depreciation
and amortisation of approxtrately $1.28 million for the vear ended 30 June 2004, The
Company’s earnings for the 2004 financial vear were significanly impacted by the write
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down in the value of the Joint Venture and the prior year inventory and debior write
downs, noted above,

Financial position

573 Imdex’s consolidated audited tet sssets as at 30 Fune 2002, 30 June 2003 and 30 June
2004 are surmmarised below.

Table 6: Summeary of Imdex’s consolldated historic net assel pasition

Mote Audited Aupdited Audited
30 Sume 2007 30 Jooe 2003 30 Juue 2064
o0l k)] GO0d
Current asseis
Cash 145 375 56
Recrivables 7,504 1617 9,335
Inventories 5,443 6,723 6,344
Orhisr 130 47 7
Mon current assefs
Invesiments 1 6,370 q.811 5,413
Crher financial assets i6 - -
Property, plant and equipiment 11,355 12,027 11,771
Exploration, evaluation and 572 GE6 641
developraent expendiiure
Preferred tax assets 536 G5 593
Total assets 31,929 36,836 34,178
Current Habilities
Bank overdrafl {2 430) {1347 {1,500)
Payalrles (3,521} {5,645} {7,221}
Interest bearing linbilitics {1,366) {1,824 {2,920
Current tax Hahilities - (361) {39}
Provisions {535) {5495) (639}
Mo current Habilities
Interest bearing Habilittes (2,646} (4,460} {3,239
Diefered tax habilifies {694) {489} {370)
Provigions {71y {113} {130}
Totul Habilities (13,483} {15,836} {16,067,
Met Assets 18,444 21,800 15,311
Ordinary shares on issye {000s) 107,881 120,055 F20,055
et assels per share -
undiiuted (3 per share) 2 6,17 6.18 15
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MNotes:

b Represenis Imdex’s eguity accounied investment in the Jofug Venture which iy discussed
Jfurther in Paragraphs 6.25 to 6.26.

2 Net assels per share are shown wundiluted os options on issue ave currently “our of the

nioney ",

Source: fmdex’s 2003 and 2004 Annucd Reporis

A outlined above, Imdex had total assets of approximately $34.18 million and net assets

of $18.11 million as at 30 June 2004, Net assets decreased in the 2004 financial vear due

to the operating loss recorded for the period. As noted previously the Company’'s
sarpings in the 2004 financial vear were significantly negatively impacied by the write
down in the value of the Joim Venture investment and the fnventory and debtor write
downs at Imdex Minerals, As at 30 June 2004 the Company had a net assel backing of
approximately $0.15 per share.

Investment in the Joint Venhure

frdex's investment in the Joint Venture was written down as at 30 June 2004 by
approximately $3.11 million, to $5.41 million. The table below outlines the breakdown
of the equity accounted investment in the Joint Venture as at 30 June 2004,

Table 7: Carrving value of Index’s Investment in the Joint Veniure

Mote i
Capitalised investment costs and recaivables i 3438
Beceivable- RTE P 2921
fague of shaves to Mr H H AlMerry 3 2,000
Fearmiation capital and establishment coste for Imdex Avabia 1,326
Share of losses for the 20073 financial vear (894
Carrying value of lnvestiment as 3t 30 June 2003 8811
Share of loss for the 2004 Hnancial year 4 {292y
Write down mn value of investment as at 30 June 2004 {3,106
Carrving vabue of investiment as 8t 20 June 2004 5 5413

Notes
§ Further details outlingd in Poragraph 6.26.
2 Imventory supplied by Imdex to the JV Business for which, to date, Imdex has nat been puid.
3 Imdex dAvobia was issued with a formal certificate of regisiration on 29 July 2002, On
issue of the formeal registration of Imdex Arabia, My H H Al-Merry was issued with
10 mitlion shaves in budex at an issue price of $0.20 per share.
4 Represents 49% of the operating loss of approximately 8595,000 reported for the
Joint Venture as outlined in Table 2.

ag

Imdex pdvises us thas this amount represents the carvying volue of its investment in the
Joine Venture being the coniractual right to receive 9% of the net profits of the J¥

Business (as distinet from Imdex Avabia, whick we are advived, is a dormant compary).

Source: Imdex’s 2002, 2003 gnd 2004 Annucl Repores
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frndex has advised that the following amounts have been capitalised forming part of the
Company’s carrying amount of the investiment in the Joint Venture:

e g receivable from the Joint Venture of approximately $2.675 million which
relates to various cash pavments that were made by Imdex to, or on behalf of,
RTE or parties associated with RTE, and which are “generally” described as
being for formation and working capital in connection with the JV Business and
are termed in the New Shareholders’ Agreement to be the Working Capital
Loans, lmdex has advised us that these payvments were capitatised info the
carrying amnount of the investment in the Joint Venture; and

e capitalised expenses of approximately $0.642 million representing cowts wewred
by Fmwlex in relation to the activities in Saudi Avabla. The costs relate to travel,
scoommeodation, legal fees ete generally relating to Imdex’s management of the
investment In the Joint Ventare/Imdex Arabia. In the New Shareholders”
Agreement the term “Management Fee” is designated as the fair compensation
1o dndex for these expenses. Imdex has advised that these expenses were
capitalised into the mvestment balance in Imndex’s accounts on the basis that
there were no agreements between RTE and Imdex whereby Imdex would be
guaranteed o be compensated for the costs it had incurred in providing services
in relation to the ¥V Business, however it acknowledged that the expenses
should provide a long term benefit to Imdex and on this basis it would not be
appropriate to expense the costs to the statement of financial performance.

Imdex has advised us that the carrying value of the investment in the Joint Venture as at
30 Fune 2004 was determined by the Company after consideration of forecast cash flows
for the Joint Venture discounted to present value, which were prepared by the
management of Imdex and RTE and reviewed by Deloitte Saudi Arabia. We note that the
carrving value adopted by Imdex in its firemoial accounts of approximately $3.41 million
it below the net present value of the investment based on the forecast cash flow model,
which was approximately $7.14 million. Imdex has advised that a lower carrying value
wag adopted based on a conservative view adopted by the Board of Imdex having
consideration 10 the Proposed Restruciure and Selective Capital Reduction.

The prospective cash flows for the Joint Venture are discussed further in Section 7.
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Summary of cash flow statements

626 Imdex’s audited consolidated cash flow statemnents for the three vears ended 30 June 2004
are sumrmarised helow,

Tuble 8: Summary of Imdex s historic cash flow statements

Audited Andited Audited
Year ended  VYear ended Wear ended
30 June 2002 30 June 2003 34 Jone 2004
sane S04 soan

Cash flows from operating aciivities
Receipts Trom cnstomers 33852 32218 a0, 147
Payrments to suppliers and emplovees {30,433) {20 487} {38,345)
Interest received g 12 -
Interest and other costs of finance paid (391 {4073 {378}
Income taxes paid {I82) (131} {343)
Met cash pravided bv/{used in} operating {245y 2,205 1,468
aetivities
Cash flows from investing activities
Payviments for property, plant and eguipment {1,739} {2,162 {1,926}
Proceeds from disposal of property, plant
and equipmment 227 243 343
Proceeds from sale of shares - 34
Froceeds from sale of controlied entities 4,156 500 -
Pavments for mine development - {150) .
Payments for other sssets/investments {3,458} {1,325 -
Met eash {used in) investing activities {834y £3 B0 {1,585
Caah Hows from Bosncing activities
Proceeds from the issue of equity seourities 3,103 - -
Payment for share issue cots {216} - -
Repayrents hire purchase and lease
borrowings {1,402} {868 {1,234
Broceeds from borrowings F22 3,806 2,176
Repayreent of borrowings {1,750} {1.000) £1,250)
Met cash provided by fnancing activites 263 1,938 {368y
Met increase/(decrease) in cash held {156} 1283 {435}
Cash at the beginning of the period {1,588 (2,305 £1,042)
Cash at the end of the period {2,305 (18273 (1,455

Source: Imdex's 2003 and 2004 Anmual Reposts,

31
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630  Imdex reported a net cash inflow from operations of approximately $1.46 million forthe
vear ended 30 June 2004, The Company’s investment activities for the year ended
30 June 2004 were funded by a combination of net cash flows rom operations and the
proceeds from borrowings.

Contingent fabilities

631 Imndex has noted in ite 2004 Annual Report that the estimated maximum arount of
coniingent Habilities that may become payable as at 30 June 2004 is $155,000 comprising
bank goarantees supporting the extension of credit or the performance of the Company, or
its subsidiaries, in respect of its operations. The directors have indicated that they are not
aware of any circumstances or information, which would lead themn to believe that these
labilities will orvstallise, and consequently no provisions are included in the financial
accounts as at 30 June 2004

632 Imdex has advised us that two complaints were received from the Department of
Envirommenial Protection (“DEP™) during the 2004 financial vear with regard to dust
emissions from the Company’s processing plant in Jandakot., On both occasions
corrective measures were taken by the Company and consequently no further action was
taken by the DR,

£33 Imdex’s management has advised us that they are not aware of any material commitments
or confingent Habilities including imer alia environmental issues or legal action underway
or pending which may have a material impact on the Company’s financial position as at
30 June 2004,

7 The Joint Ventare and lamdex 4rabia

Operations

=

The Joint Venture's operations comprise the provision of drlling fluids and chemicals to
the oil and gas industry in Sandi Arabia. These Products are unmodified and imported
primarily from the United States, Furope and the United Arab Bmirates (“UAE™). Imdex
has advised that a company called Sepico in the UAE manufactures 2 significant
proportion of the Products sold by the Joint Venture, Sepico is 60% owned by RTE.

=3
[

The Joint Venture's main customer is Saudi Arameo, which has historically accounted for
the majority of the Joint Venture’s sales. Saudi Arameo is the largest producer of oil and
the fourth largest producer of gas in the world, Imdex has advised that contracts to
provide Products to Saudi Arameo are usually for a period of spproxinately 24 morths,
Saudi Arameo provides RTE, on behalf of the Joint Venture, with a schedule of its
sxpected usage of material over 2 17 month period. hndex has advised that usage and
therefore the volume of Products sold is generally in line with the scheduled usage.
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Agsuming Sgudi Aramco is satisfied with the quality/reliability of the Produets supplied
by the Joint Venture the contracts will elther be renewed or B'TE, on behalf of the Joint
Wenture, will be requested to re-tender for the contract.

Imndex Arabia, as previously noted, was established as a service company through which
Irndes, and RTE would provide services to the oil and gas industry in Saudi Arabia,
Imdex has advised that no services have been provided by Imdex Arabia.

As we upderstand, however, should the Proposal be approved, it is the intention of the
Parties 1o uppgrade Imdex Arabia’s Service Licence to allow it to operate as a
manufacturing company and 10 construct a production facility in Saudi Arabia to
manufacture products for sale to custorners in the Bingdom and Middle Easi through
Imdex Arabiz. Imdex has advised that it is also the intention of the Parties that Imdex
Arabia in the future will expand its operations to provide services to the oil and gas
industry, Imdex has advised that the profit margins achieved on the provision of services
are expected 1o be higher than those achieved on a mumber of product sales.
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Finawcial performance of the Joint Vensure

The Joint Venture's audited financial results for the three vears ended 30 June 2004 are
swnmarised below,

Table & Summery of the Joint Venture s financiad results
Tuble 90 8 the Joint FVent { 1

dendee Limbred
Financial Services Guide and Independent Expert'’s Report
3 Ceiober 2004

I The Joinr Ventures 30 June 2002 financial reselis are based on the chemicol financial
results reporied in RTE s sale proprigiovship accouns for the year ended 36 June 2002,
Imdex has odvised that the chemical component of RTE s aceounts represents the financial
resulls of the Joint Veniure,

2 Transluted af the average cross exchasge raie fir the year ended 30 June 2002 being
approximately §1=5R ]1.96.

L%

Transioted at the average cross exchange rate for the year ended 30 June 2003 being

approximately $1=5R 218,

4 Translated based on o cross rade of approcimately 31 = BR 2.68 as noted in Imdex’s Joinm
Venture restructuring spreadsheer.

5 Imdex currently equily accounts for 49% of the operating results recorded by the JV

Business,

Mate Andited Auuddited Sudited
30 Jane 20021 34 Bone 2003 30 June 2004

B 400 s S8 o0 Haoy SR 660 KNI
Sules 31,236 15,032 21,918 23,014 66,008 24,668
Cost of sales (26,004 (13,213} {48,949  {22454) | (61504) (23009
Giross profis 5,132 2618 3,967 1,360 4,205 1,549
Girass prafit % 16% 6% 5% 6% 6% 9%
{her income 3 Z 17 & -
Greneral and
adwanisirative {4,732y {2414) {6,678} {3,060 {5,799y (21648
EADETISES
Operating
profitffioss) 4 4045 piiy {3,603} {1,694y £3,594) (595}
Notes:

Source: Audited Joint Venture vccounts for the twe years ended 30 June 2004 ond RTE ¢ auedited

statement of income for the vear ended 30 June 2003

The Joint Venture recorded 5 net operating profit of approximately 30.21 million in the
vear ended 30 June 2002, Since this time the Joint Venturs has recorded net operating

lossses of approximatety $1.69 million and $0.60 million i the vears ended 30 June 2003

and 30 Fune 2004 respectively.

The Joint Venture has recorded strong sales growth since commencing operations in Jung

2001, with sales growth averaging 66% and 27% for the vears ended 30 June 2003 and

380 June 2004 respectively, This strong historical sales growth is a funciion of the start up
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phase of the Joint Venture's operations, but as Imdex has also noted indicates the Joint
Veriture’s ability to maintain and grow s curreni contracts with end users in the oil and
gas industry in Saudi Avabia,

Irndex notes that poor profit margins reported by the Joint Venture have been a result of 1t
being a start-up business ertering a rearket to build market share. Tredex has advised that
a8 the business becomes more established, margms should increase through operating
efficiencies. The Joint Venture has achieved improved profitability in the early months
of the current financial vear as discossed in Paragraph 7.15 below,

Financéal position of the Joint Venture

We have outlined below the sudited summarised statement of assets and liabilities for the
Foint Wenture as gt 30 June 2003 and 30 Jone 2004,

Foble 100 Summary of the Joint Venture hel asset position

Autdited Audiied
30 June 2043 38 June 2004

58 000 H06" SE 080 $000°
Current assels
Trade recetvables 5925 2568 G112 3,524
Oither recetvables 38 15 44 17
Advance (0 suppliers 57 23 - -
Inveniories 8,215 3285 LRG3 4 178
Prepayraents 243 o7 130 58
Mon current assets
Property, plant and equipment 338 135 754 292
Goodwill 3,283 1,318 2,965 1,147
Total asseis 18,110 T 42 2B 8,214
Current Habilitios
Trade pavables - Affiligte (5,821} (2,328) (20,837) {2,058y
Trade paysbles - (thers {3,245} {1,298} {2,307} {892y
Amounts due w Affiliate {9,238) {3,694} {2,230 {863)
Avoruned labilivies and other (349} {14} {5803 {2283
Total Habilities (18,653} (7,455 {28966y (18,841}
Met asset/{deficiency} (543} {24 {2,138 (B2
SNeres
I Trasslaied ai the cross exchange rote oy o 30 Fune 2003 being approximately 31=58 2.50.
2 Transluted af the cross exchange rate o w 30 June 2004 belng approximately 31= SR 238
¥ Comprises approximately §5.81 million payeable 10 RTE and §2.25 million povable to Imdex.
4 Tdex hos advised that under the Joint Venture it does not have any comtraciual rights (o

the assets of the Joint Venlure aor any exposure to its Habilities.

Source: Audited Joim Verndure accounts for the vears ended 30 June 2003 and 30 June 2004

Lad
[

o 45




Fmdex Limited

Financial Servicas Suide and Independent Expert’s Repore
42 f (A

5 Crepober 2004

704 As noted in the table above, the Joint Venture has a net asset deficiency of approximately
227 000 ay a1 30 hme 2004, The Jount Venture's kev assels comprise trade receivables,
inventory and goodwill as outlined above,

Frospective cash flows for the Joint Venture

712 The management of Imdex and RTE have jeintly developed a prospective cash flow
madel for the Joint Venture for the 6.5 yvears ended 31 December 2010, The progspective
cash flows are real geared' cash flows and assume the continued operation of the IV
HBusiness. In this regard Dndex has advised that capital expenditure and mmproved
marging expected from the Imdex Avabia business have not been incorporated into this
cash flow model.

~3
oy
el

The cash How model was reviewed by Deloitte Saudi Arabia, who noted:

“hased on our review of the evidencelor explanations supporting the assumptions,
nothing has come fo our altention which causes us fo believe that these
assumpiions do not provide a reasonable bosis for the forecast. Further, in our
opinion, the forecast is properly prepored on the basis of the asswmptions.”

7.14  We have considered the cash flow model prepared by Imdex and RTE and reviewed by
Dreloitte Saudi Arabla and discussed some of the key underlying assumptions with
Irndex”s mansgement and note:

#  gpproximately 99% of forecast sales are expected fo be made to Saudi Arameo;

#  Szudi Ararnco sales forecasts for the 18 months to 31 December 2008 are based on
contracted product sales, Imdex has advised that the selling prices are generally fixed
through the contract and volumes are based on the schedule of expected usage
provided by Saudi Arameo. Imdex has advised us that historically, product sales o
Sandi Arames have not been significantly differont 1o expected usage schedules as
noted previously;

o Saudi Aramco sales from 31 December 2005 wyil 31 December 2010 are forecast io
increase at a rate of 10% per anpun, The Joimt Venture has histovteally recorded
strong sales growth, averaging 66% and 27% for the years ended 30 June 2002 and
30 June 2004 respectively, Imdex menagement has indicated that sales growth is
forecast 1o cortinue (at a slowey rate than historically} as a result of an increase in the
volume of current products supplied as well as the sale of 8 number of new products,
Whilsr 8 small proportion of new customers have heen incorporated into the Joint

®thg cash flows do not incorporate the effect of inflatton snd include interest payroents to debt holdars.
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Wenture’s forecast cash flows, Saudi Aramco is expected to remain the primary
revenue driver for the Joint Venture,

#  gross profit margins over the forecast peviod are expected 1o average approximately
15%, we note that this represents a significant improvement from the gross profit
margin reported in the 2004 financial vear of approximately 6%. Imdex management
have indicsted that the fmproverment in the gross profif margin is expected to be
achieved through:

- the provision of new products which are expected 1o be sold at higher grosg
margin than some of the current products sold; and

- areduction in the unit costs of certain products currently sold.

& Imdeyx has advised that contracts 1o provide Products to Saudi Aramco are tn USD
and the Products are generally sourced through contracts also denominated in USD.
We note that the Saudi Rival remains fixed to the USD at USE 1 = 5K 3,75,

« an exchange rate of approximately 81 = SR 2.8 is assumed in the cash flow model;

e the discount rate applied to the cash flows is 25% representing the cost of equity,
given the cash flows incorporate interest payments.;

o the cash flow mmodel does not include any terminal value for the Joint Venture after
the discrete cash flow period 10 2010; and

e the cash flow model includes a sensitivity snalysiz using differing exchange rates and
discount factors,

We have reviewed the Joint Venture's operating resulis against budget for July 2004 and
August 2004, We note that actual sales for the mounth ended 31 July 2004 were reported
1o be approximately SR 7.72 million which was approximately 8% less than forecast sales
for the month ended 31 July 2004, The actual gross profit margin achieved for July 2004
was approximately 10% compared with the forecast gross margin of approximately 11%
for the month. In August 2004 the Joint Venture excesded s sales forecast reporting
sales of SR B.96 million compared to budgeted sales of SR 8,42 million. Net profits i
Aargust 2004 were however lower then badgeted given a shortfall in the gross margin
which wag reported at approximately 6% cormpared to 2 budgeted margin of 11%. Whilst
there has been some improvement against Mstorie performance, the Joint Venture is not
currently operating at the profitability levels anticipated in the prospective cash flows;

Asg previousty noted, the carrving value adopted by Imdex in its financial accounts as at
30 Fune 2004 is less than the net present value of the investmens based on the forecast
cash flow rnodel, which was approwimately $7.14 million. Imdex has indicated that the
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carrying value as at 30 June 2004 represents a conservative assessmert of the cash flows
of the Ioint Venture having regard to the Proposed Bestructure and Selective Capital
Heduction.

We consider that an arm’s length purchaser of part or all of Imden”s 49% interest in the
Joint Ventore would most likely seek to sequire this interest at a discount 1o the
theoretical value set out in the cash flow forecasts given the significant fovecast
improvement, not vet realised, on historic profitability and the lack of control over the
fuiure cash flows.

Financial position of Imdex Arabia

We have outlined below the unaudited net assets of Imdex Arabia ag at 30 June 2003 and
30 June 2004,

Table 11 Imdex Avabic’s historical net assed position

Einawdited Ungedited
H Fume B3 38 Jupe 2004
SE 666 5 o8 B 040 % 408
Assets
Cash at bank &4 26 6 23
Security deposit 1,500 e 1,500 379
Tue from affilintes 430 VT2 430 146
Faial assets 1,994 ToE 19094 T
Liabilities . - - -
Met avsets 1,994 TE 1,994 gl
Mates:
P Tronsiated of the orose exchange rate as ai 30 June 2003 being approximately 31 = ¥R 2.50
7 Transloted of the cross exchange vate as af 30 June 2004 being approximaiely §1 = SR 2,59,

Source: Imdex Avabia's unaudited summary of assets and lishilities as af 30 June 2003 and
30 June 2004

A5 al 30 June 2004, Imdex Arabia had net assets of approximately SR1.99 milhon

(50,77 million). ¥mdex has advised us that, to the best of its knowledge, Imdex Arabag
has o material unrecorded contingent Habilities.
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Comparison of the value of consideration being paid by Dmdex under the
Proposal with the value of the consideration received by Imdex under the
Proposal

Assessment of the value of the conslderaton paid by Imdex under the Proposal

The consideration being paid (assefs being given up) by Imdex under the Proposal is the
value of the 29/49™ of the Cormpany’s interest in the value of the Joint Venture (in its
current state) that is being transferred to RTE. We have assessed this value ta be in the
range of $3.20 million fo $3.38 million as set out in the fable below. This assessment is
based principally upon prospective cashflows which have been independently reviewed
by Deloitte Saudi Arabia

Tuble 12: Indicative value of 28/4%ths of Imdex s interast in the Joing Venture

Loaw Eigh
F000 040
Carrving value of investment in Joint Ventore (low) and 49% 5417 7,145
proportional interest in the net present velue of Joind Venture
based on prospective cash flow model Chigh)
Driseousnt for minority interest {lack of control} of 20% . {1,429}
Assessed value of [radex’s 499 interest m the Joint Venture 5412 8718
Ernptied value of the 29/4%™ of Imdex’s interest in the
eurrent Joint Ventore being transferred to RTE 3,243 3,383
Midpoint 3,293

Notes,

! Currving value of Imdex s interest in the Joini Venture adopted in the 2004 financial
CEELER IS,

2 Net preseni value of the Company ‘s irvvestment in the Joint Veniure based on a pro-rata
allocation of 49% of the forecast before tax cash fows of the Joint Vemure, based on the
prospective cash flow model prepared by Imdex and RTE and reviewed by Deloitte Saudi
Arabia.

We note that, when sssessing the value of the Company's interest in the Joint Venture at
the low end of our range, we have adopted the carryving value of the investment in the
Yoint Venture reported in the Company’s accounts, We have not discounted this for the
minority interest position having regard to the discount already factored into the carrving
value by Imdex. We note that if such & discount was 10 be applied then the lower end of
our range of values as to the consideration paid by Imdex would reduce further and, in
value terms, the Proposal would become more attractive, Whilst the carrying value of the
investment in the Joint Venture has been supported by the prospective cash flow model
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prepared by Imdex and RTE, there is no certainty that these cash flows will be achieved.
Historically the Joint Ventore has not achieved a profitable or cashflow positive track
record. As previously noted, Tmdex directors have chosen to adopt a value for this
investment, which is below the net present value of the cash fows noted in the
prospective cash flow modal

We have adopted a value for Imdex’s currerst 49% contractual interest 1o the Joint
Venture to have a valoe of between $5.41 mullion being the carrying value adopted by
tmdex i its 2004 financial accounts and $5.72 million being the nef present value of the
Company’s investment in the Joint Venture based on the prospective cash flow model,
less a discount 1o reflect the position of Imdex as the minority party, As previously
noted, the net present vatue of Trndex’s 49% interest in the Joint Venture based ona pro
rata allocation of the prospective cash flow model is approximately $7.14 million. The
niet present value based on the prospective cash flow model does not however include any
discourt for Irndex’s minority interest and lack of control over the forecast cash flows,

In general terms, minority interests will trade at a discount to the full underlying value of
a company and/or investment. The quantum of the discount will vary on a case-by-case
basis. Factors influencing the discount include the existence or otherwise of a controliing
shareholding, the liguidity of the investment, the level of information asymmetry and the
dividend policy. In this instance RTE has a 519 interest in the net profits of the IV
Business and fmdex has advised RTE, on behalf of the Joint Venture, wholly owns and
control the assets of IV Business, Imdex further adwvises us that RTE also enters into all
contracts in Saudi Arabia on behalf of the Jomnt Venture., Given this, we are of the view
that it is appropriate in this instance to apply a 20% discount to the net present value of
Imden’s 49% interest in the Joint Venture.

Assurming the Proposal is successfully implemented, lmdex will transfer 26/49™ of its
interest in the foint Venture to RTE. Based on the assessed range of value of the
Company’s 49% interest in the Joint Venture being $5.41 million to $5.72 million, the
value of the Company™s 29/49™ interest in the Joint Venture, to be transferred to RTE
under the Proposal i in the range of $3.20 million to §3.38 million as outlined in Table
12 above.

Assessiment of the value of the constderation recelved by lmdey ander the Proposal
The consideration received by Imdox under the Proposal comprises:

v 10 million Imdex shares which are to be cancelled by the Company,

e the net cash of USH 1.5 milhion to be received by Tndex from ETE under the

Proposal, which the independent divectors of bndex have indicated would not have
been recsived in the absence of the Proposal; and

40

P 53




&7

8.9

fmidex Limited
Fingnciod Services (huide and Independent Expert's Report
5 Ooraber 2004

o 20% of the Imdex Share Capital Contribution and the RTE Share Capital
Contribution.

We have assessed the value of the consideration being recerved under the Proposal to be
within the range of $3.43 million to $3.93 million, with 2 midpoint of 53.68 million as
outlined below.

Table 13: Assessment of the value of the consideration received by Imdex under the Proposal

Paragraph Laow Eigh

5060 F040

10 million Imdex shares being cancelled B8in 813 1,100 1,600

S 1.5 million B.i4w i I8 2,143 2,043

20%, interest in the enlarged Imdex Arabia B.19 10 8.24 183 183

Aaressed value 3426 3,926
Miidpoint 3676

The assessad values above are discussed further below,

Valuation of Imdex shares being received and cancelled by the Company

Valwation approach

iIn assessing the fair marker value of the Imdex shares 10 be cancelled by the Company,
we have considered the vanous methodologies set out in ASIC Practice Note 43, which
an independent expert is requived 1o consider In completing & valuation. These include:
# the discounted cash flow method;

# the capitalisation of future maintainable earnimgs or cash flows methadology,

¢ the amount that would be distributed to shareholders on an orderly realisation of
assels;

e the amount which an alternative acquirer might be prepared to pay; or

e the most recent quoted price of lated securities.

i the absence of unusual ciroumstances, the share market normally provides an objective
measure of the fair value of the shares in a lsted company, Market prices incorporate the
influence of all available information on 4 company’s prospects, future earnings and risk.
Under ASX s contirmous disclosure requirements, price sensitive information should

already be within the public domain and therefore should be incorporated into the market
price of the shares being offered as consideration. Accordingly, in an efficiert market
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and in the absence of wusual circurnstances, the share market price should represent an
unbiased estimate of the market as o the falr value of an Imdew share, incorporating the
influence of all available information on Imdex’s prospects, future carnings and sk,

Valuation of Imdex shares

In assessing the value of the Imdey shares being cancelled by the Conmpany we have
considered inter alia:

« the recent trading price of & share in Imdex;

o that the share price of a company represents the value of a portfolio interest in the
company and does not include any premium for control;

w the 10 mullion shares in the Company to be cancelled (which are currently hield by Mr
H H Al-Merry) represent 8.3% of the Tmdex"s current shares on issue;

e the Hauidity of trading in Imdex shares, In this regard we note that the nomber of
shares to be bought back is less than the tumber of shares traded in Imdex in the 3
months prior 1o the announcement of the Proposal,

e we have not attributed any premium {o the assessed value of o share in Imdex to
account for any premive which may atiach o the sale of & 10 million parcel (8.3% of
Imdex’s current issued capital} of shares in the Company. Conversely we have not
applied any discount to the assessed value of a share in Imdex to account for the
potential of an extended realisation period as in our opindon the Company’s shares are
sufficiently hguid;

e the weighted average trading price of an Imdex share on the day prior to the

armouncement of the Proposal; and

& the average trading price for an Imdex share at various points in the three month

period prior to the announcement of the Proposal,
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Having consideration to the above, we have assessed the value of an Imdex share to lie in
the range of $0.11 per share {0 $0.16 per share. Therefore the value of the 10 million
Imdex shares received by Index have been assessed as baving a value in the range of
$1.10 million to $1.60 million, with a midpoint of $1.35 millon.

Tuble 14: Swmmary of assessed faiy value of Fmdex shares being bought back

Low High
Assessed value of 2 share in Imdex (5} (.11 016
Mumber of shares being cancelled (000) 10,606 10,000
Assessed value of shares betng vancelled by Dmdex _
£E000) 180 1,600
Ridpatnt ($000) 1,558

Valuation cross check

We have performed a cross check on the sbove valuation by reference to the
capitalisation of the future maintainable earnings methodology and concluded that the
value determined based on recent share trading in the Company does not appear
unreasonable having regard o the indicative valuation range assessed using the
capitalisation of future maintainable sarnings.

Mot cazh of DED L350 mitlion

RTE will pay o the Company, or on behalf of the Company, a {otal of USED 2.25 million
which ag outlined in the New Shareholders’ Agreement comprises the following:

# the pavment of the Working Capital Loans of USE 1.75 mullion of which
USE .74 million will be paid directly to Imdex Arabia, on behall of Imdex in respect
of the Imdex Share Capital Contribution and the Imdex WC Contribution; and

#  the payment of the Managerment Fee of USD 0.5 million.

Therefore the net cash amownt received by Imdex (s USD 1.5 million. As dizsoussed
eartier it is the firm opinion of the independent directors’ of Imdex that, in the absence of
the Proposal, the cash payment would not have been recetved.

The Mew Sharcholders’ Agreement provides that, prior to the Effective Date, bndex shall
issue an mvoice 1o RTE for the Management Fee of USD 0.50 million. RTE will pay,
directly to Imdex, the full amount of the Management Fee on or before 31 March 2005,
The New Sharcholders’ Agresment also provides that, on the Effective Date, RTE shall
repay the full amount of the Working Capital Loans of USD 1.75 million to Imdex,
provided that RTE shall pay USD 0,75 million directly to Imdex Arabia, inrespect of the
Idex Share Capital Contribation and the Imdex WC Contribution.
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2.17  Imdex has advised us that, in its opinion, in the absence of the Proposal there is unlikely
1o e anvy obligation on RTE or the Joint Venture to repay Iindex for the Working Capital
Loans and/or the Management Services and that Imdex certainly has no expectation of
receiving payment for either the Working Capital Loans or Management Services in the
absence of an equity transaction involving the contractual interests of the Jomt Venture.

:’..,2‘3
s
e

The Proposal therefore makes available USD 1.0 million in cash to Irndex on the
FEffective Date and a farther USD 0,50 million in cash on or before 31 March 2005,
Imdex has advised us that net cash of USD 1.50 million received pursuant 1o the Proposal
will be used to pay down some of the longer term borrowings of the Company and/or for
working capital purposes. We have assessed the value of the net cash of

(IS 1,50 million to be received by Imdex under the Proposal 1o have a value in the order
of $2.14 million as outlined in the table below,

Tuble 13- dssessed value of USD 1.5 million cash received by Imdex undey the Proposal

Murte kAT H
LIS 1.0 mithon received on the Effective Date i 1,429
UIST 0.5 mithon seceived on, or before, 31 March 2063 i2 714
Assessed value Z.“été?:n

Hepes:
b Based on an exchange vate of approximaiely USD 1= §0.70.

2 We have not applied any discount to reflect that the USD 0.5 mitlion may nat be received
wntil 11 Movch 2005 as this is not considered 10 have g material impact o the value of
the funds received, given the General Meeting to approve the Proposal is currenily
planned to be held on or around 8 November 2004,

20% of the Imdex Share Capitel Contribution and the RTE Share Copitel Contribution

819 As noted above, Irndex Arabia is currently a dormant company with net assets of
approximately SR 1.99 mitlon (30,77 million) as at 30 June 2004, Pursuant to the
Proposasl, RTE, on behall of fradex will contribute cash to Tmdex Arabia of
USD 0.75 million (§1.07 million)'!, comprising the Imdex Share Capital Contribution and
the Imdex WO Contribution. The Imdex Share Capital Contribution as previously noted
coraprises the payment of S$E 20,000 (approximately 37,633} as consideration for the
issua to Imdex of 20 new shares in Imdex Arabia (which will result in Imdex holding 2
20% interest in Imdex Arabia), The balance of funds contributed represents the Imdex
WO Contribution. Tmdex has advised that, whilst the Imder WC Contribution does not
accrue interest and there is no term for repayment, it represents a loan repayable by
imdex Arabis to Imdex.

1t ndess otherwise noted USDE are converied into § at an exchange rate of USE | = $0.70
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820  As of the Bffective Date, RTE, in its own right will also contribute SR 2.98 million
{approximately $1.14 million} in cash consideration for the issue to RTE of 2,980 new
shares in Imdex Arabia {which will result in RTE holding an 80% mitereat in Index
Arabia}.

%21 As soon as practical after the Effective Diate, and in any case no later than 31 December
2005, BTE shall also contribute cash and assers {in any combination} which, when
combined with the RTE Share Capital Contribution, will have a total value of
$9.0 million. The cash and assets representing the RTE WC Contribution will therefore
have a total value of approximately $6.86 million (based on the conversion of the 5K
2,98 million to § noted above). The assets to be contributed pursuant to the RTE WO
Comtribution will comprise inventory and goodwill of the JV Business. The Company
has forther advised us that it has not yet been confirmed what proportion of inventory and
goodwill will be transferred by RTE from the IV Business fo Imdex Arabia or how these
aszets will be valued. Tradex has advised that whilst the RTE WC Contribution does not
accre interest and there is no term for repavment, it represents a foan repayable by
Tradex Arvabia to BTE.

8.22  Following the Proposed Restructure, Imdex will have & 20% interest in Imdex Arabia,
Irmdex will therefore have a 20% interest in the additional eguity contributed to ndex
Arabia by the Parties which comprises the Imdex Share Capital Contribution and the RTE
Share Capital Contribution. Whilst the Imdex WC Contribution represents a loan
repayable to Imdex after consideration of the attaching terms, we have not placed any
vajue of this at this stage. Weither have we placed any value on the RTE WC
Contribation as this represents 8 loan repayable to RTE.

823 As previously noted in Paragraph £.4, 4 minority inferest will generally trade at a discount
to the full underlving value of a company. In our opinion it is therefore appropriate o
apply a discount to Imdex's shave of the additional value wo reflect the Company’s
minority position. Accordingly we have applied a discount of Z0%.
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824  We have assessed the value of Index’s 20% interest in the additional cash contributed 10
Irmdex Arabia by Index and BTE to have a value in the order of $0.18 million.

Tuble 16 Imdex’s shave of additional value conribuied 1o Imdex dvahia
Mote i

Yalue of Index Share Cypleal Contribution i #
Yalue of RTE Share Capital Contribution i 1,137
Share capital contributed o mdey Arabls N 1,145
Frndex s 209 inferest in the shave capital confributions to Imdex Arabia 229
Trscount for minority interest of 20% {46}
Assessed valne of Imdex’s 20% interest in the share capital obe 183

contribuied to Dmndex Arabls

Notes:

I Based on exchonge rate of approximately SR T = 3 2,62,

Sumumary of comparative value paid and recelved by Dmdex pursosnt to the
Proposal

823 The diapram below ilustrates the comparative value of the assets received by Imdex
ander the Proposal with the value of the assets paid pursuant to the Proposal.

 pomparative vl patdineceived B
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Assessment as to whether the Froposal is falr and reasonable to non-
associated sharehoblers of lmdex

1 azsessing whether the Proposal is fai and reasonable to the non-associated
shareholders of Imdey we have considered the advantages and disadvantages that are
likely to acerue to them assuming the Proposal is approved and proceeds.

Advantages

The midpoint of the assessed range of values of the assets being received by Imdex wnder
the Propasal, exceeds the midpoint of the assessed range of values of the 29% intevest in
the Joint Venture, being offered as consideration by Imdex under the Proposal

The consideration being paid under the Proposal is the value of the 29/4¢ W of the
Company’s interest in the Joint Venture which is being transferved to RTE under the
Proposal, We have assessed the indicative value of Imdex interest in the Joint Venture
which is being transferred to RTE under the Proposal to have a value in the range of
$3.20 million to $3.38 million, with 8 midpodnt of $3.29 millien, This value has been
assessed having consideration o the current carrying value of the Company's 45%
interest in the Joint Venture and the net present value of the cash flows of the Joint
Venture based on the cash flow model prepared by Imdex and RTE and audit reviewed by
[reloitie Saudi Arabia, discounted to reflect the Company’s rinority interest,

We note whilst the carrying value of the Company's investment in the Joint Venture is
supported by the prospective cash flow model reviewed by Deloitte Saudi Arabia as
previously noted prospective information is by its nature uncertain. In the event that
actual cash flows of the Joint Venture are less than the prospective operating cash flow
model then the value of the consideration paid by Imdex will decrease. Conversely, if the
Joint Venture's actual performance exceads the prospective operating performance the
value paid by Imdex will be greater.

We have assessed the value of the assets being received by Irmdex under the Proposal to

be in the range of $3.43 million to $3.93 million, with a midpoint of $3.68 mallion. The
assessed value of the assets being received by Index 13 based o

e the assessed range of values for 10 million shares received by Iindex having a value
between $1.10 million and $1.60 million;

e the net cash of USD 1.5 million to be received by Irnden pursuant to the Proposal
which we have assessed as having a value in the order of $2.14 million; and

¢ Imdex’s 20% interest in the Imdex Share Capital Contribution and the RTE Share
Capital Contribution,

47

g 34




a.6

8.7

9.8

9.9

Furdew Eimised
Financial Services Guide and Independent Expert’y Beport
5 Gerober 20004

The midpoint of the assessed range of values of the assets being received under the
Proposal exceeds the midpoint of the range of values of the 29% interest in the Joint
Venture being given up by Imdex. We note also that the valuation of the assets being
given up by Imdex is highly subjective as it Is based on prospective positive cashilows
from a business that has histortcally not operatad profitably,

The Company receives USEY 1.50 million in cash

The Proposal makes available to Imdex USD 1.50 miltion, ($1.0 million on the Effective
Dyate and USD 0.5 million on or before 31 March 2005} in cash that in the absence of the
Proposal, Imdex has advised would not have otherwise been received,

Irmdex has advised that net cash of USD 1,50 million received pursuant to the Proposal
will be used to pay down some of the longer term borowings of the Company and/or for
working capital purposes.

Imdex’s exposure 1o risks facing the Joint Venture and Imdex Avabia are reduced
Rellance on a single costomer

The Joint Venture operation is currently highly reliant on a single custormer, Saudi
Argmico, and based on the Joint Venture’s forecast cash flows in the medivm term, Saudi
Aramico is expected to remain the Joint Venture's primary customer accounting 1or on
average 99% of forecast sales. Whilst Imndex has indicated that to date K7L, on behalf of
the Joint Venture, has been invited by Sandi Araenco to re-tender for existing confracts
and has secured new contracts with Saudi Arameo, should Saudi Arameo decide to source
products supplizd by the Joint Venture elsewhere this would have a significant negative
irmpact on the Joint Venture's operations. The Parties are conscious of the need to reduce
reliance on one major customer and, we understand, are actively pursuing other
CUSLOTRETS,

Reliance on RTE

Tmdex has advised us that RTE, being s wholly Saudt Arabian owned entity, 1s eritical ©o
the marketing of the Joint Venture’s products to Saudi Arameo. RTE has historically
been the entity which is engaged by customers in Saudi Arabia {due (o laws and
reguilation restricting the trading in certain good to wholly owned Saudi Arabian entities),
on behalf of the foint Venture, and is therefore critical to the operations and success of
the Joint Venture and Imden Arabia.
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Country risk

The Economic Intelligence Unit’s August 2004 country outlook for Saudi Arabia notes
that the Kingdom iz expected to confinue to face security threats over the forecast period,
despite the efforis by security forces to counter these challenges. Whilst Imdex have
indicated that they understand that Saudi Aramco is establishing security measures at all
its sites, the risk of terrorist activity disvupting Saudi Aramco’s eperations and adversely
impacting purchases of products supplied by the Joim Venture is present.

The Company will have no further fimding oblizations in velation to the Saudi Arabian
Qrrerions

Irndex has historically provided cash advances and managerment services in relation (o
operations in Saudi Arabia, Imdex has advised that following the restructure of the
Company’s interest in the Saudi Arablan operations {(with is inferests being reduced from
459% to 20%:) the Company has confinmed that notwithstanding the terms of the New
Shareholders’ Agreement set it on Paragraph 4.22 sbove, a major attraction of the
Proposal is that the Conmpany will have no further fimding obligations in respect to the
Saudi Arabian operations. Irndex has advised us that all future fonding and worlang
capital requirements will be the responsibility of RTE.

Pisadvantapes

The Company s pereenfage interest in any future profits of the Joint Venture and Imdex
Arabia is reduced

Imdex’s interest in the Joint Venture and Tmdex Arabia will decrease from 49% currently
to 20% assuming the Proposal is approved and proceeds. Tmdex’s percertage interest In
any future profits achieved in the Joint Venture and Imdex Avabia is therefore reduced as
a result of the Proposal. 'We note, however, that 0 date the Joint Venture has not yielded
profits to fradex,

We are advised by Imdex that it is the infention of the Parties, pursuant to the New
Shareholders” Agreement, and assurming the Proposal is approved and proceeds, that
Irdex Arabia will upgrade ita Services Licence 1o allow it to operate as a manufacturing
cormpany in Saudi Arabia. A production plant is planned to be constructed in Saudi
Arabia, which will produce Products that will then be sold through Tmdex Arabia. Thes
certain Products, which are currently imported and sold throngh the Joint Venture (due to
restrictions applying to the frade i unmodified imported goods), will now be produced
and sold through fmdex Arabia under a Service and Mamufacturing Licence. Imdex
advised that it is also planned that Imdex Arabia will provide services to the oil and gas
industries in Saudi Arabia.,
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914 There is therefore potential that the profit pool being generated by the Parties” business
aperations in Saudi Arabia will fnerease. Imdex’s percentage interest in this potential
future profit pool will be reduced as a result of the Proposal.

Chther considerations
The Selective Capital Reduction may pessibly tmprove liguidity in fmdex’s shares

8.15  The cancellation of the 10 million shares currently held by Mr H H Al-Merry will result
inn fmdex having a slightly more ‘open” share register. This may lead to an improvement
in liquidity of the Company shares and may lead to & small improvement in the likelihood
of a takeover.

916 Haviag regard to the above advantages and disadvantages, we have concheded that,
oun balance, the Proposal is fair and reasonable to the non-associated sharcholders of
Imndex.
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Appendiy 1 - Qualifications and declarations
Purpase of the report

This report is provided solely for the purpose of expressing our opinion as to whether the
Proposal is in the best interests of the sharcholders of Imdex. This report is not provided
for any other reason whatsoever and may not be relied upon by any persen other than the
shareholders of Imdex, or for any purpose whatsoever other then that siated above,

Meither the whole nor any part of this report of s attachments of any reference thereto
miay be mcluded in or attached to any documents, other than the Notice and Hxplanatory
WMemarandum 1o be sent to Imdex shareholders, without the prior consent of KPMG
Corporate Finance as 1o the form and comtext in which i appears,

Oualifications

K PG Corporate Finance is a specialist corporate advisory practice owned by the
partners of KPMG and is a licensed dealer within the terms of the Act, KPMG Corporate
Finance provides a full range of corporate advisory services and has advised on numerous
corporate valuations, restructures and mergers and acquisitions.

KPMG is a i of Chartered Accountants and part of the international firm of Klynveld
Peat Marwick Goerdeler

The following persons, whose gqualifications and experience are stated below and which
are appropriate to the tasks performed, were responsible for the preparation of this report.

Duncan Calder is a director and authorised representative of KPMG Corporate Finance
as well as a partner of KPMG. He is an Associate of The Institnte of Chartered
Accountars in Australis and has been involved in the preparation of numerous
independent expert’s reports and other financial advisory and valuation assignments,

Steve Scedmmore is o director and authorised representative of KPMG Corporate
Finance as well as a partner of KPMG, He iz a Fellow of The Instifuie of Chartered
Accountants in Australia and has been involved in the preparation of numerous
independent expert’s reports and other financial advisory and valuation assignments.

Disclosure of interest

At the date of this report, none of KFMG Corporate Finance, KPMG, Duncan Calder,
Steve Seudarnore nor any other member, director, partner or emplovee of any of KPMG
Corporate Finance or KPMG has any Interest in the outcome of the Proposal, except that
KPMG Corporate Finence are entitled o receive professional fees for the preparation of
their respective reports based on time cocupied st normal professional rates.
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With the excepfion of these fees, none of KPMG Corporate Finance nor KPMG will
receive any other benefits, whether directly or indirectly, for or in connection with the
maldng of this report.

Consents
FPMG Corporate Finonce

KPMG Corporate Finance consents to the inclusion of this report in the form and context
in which it is inchuded with the Motice of Meesting to be issued to Imdex’s sharcholders.
Oher than this report, neither KPMG Corporate Finance nor KPMG has been invelved In
the preparation of the notice of reeeting. Accordingly, we take no responsibility for the
content of the notice of meeting as 2 whole,

Reliance on information

The sources of information upon which this report has been based are set out in
Appendix 2 to this report, Whilst KPMG Corporate Finance, has no reason 1o believe
that such information is anything bu reliable and accurate, KPMG Corporate Finance has
not in any way caused such information to be independently verified or audited. We have
however evaluated the information provided by Imdex, as well as other parties, through
inguiry, analysis and review and nothing has come 1o our attention 1o indicate the
information provided was materially misstated or did not afford reasonable grounds upon
which to base our opinion. We have no reason 10 believe that any information relied on
by us s Incomplete or incorrect.

The opinion of KPMG Corporate Finance is based on prevailing market, economic and
other conditions at the date of this report. Conditions can change over relatively short
periods of thme, Any subsequent changes in these conditions could impact upon value
gither positively or negatively.

We have had discussions with the Directors and management of Imdex regarding the
information contained in this report and extracts from an earlier draft of this report. The
garlier draft required amendment following changes to the details of the Proposal. Thers
was no alteration o the methodology, conchisions or recomnmendations as a result of
these discussions.

As this report has been prepared specifically for Index’s non- associated shayeholders,
none of KPMG Corporate Finance, KPMG, or any director, member or emaploves thereof
undertakes responsibility to any other person in respect of this report, inchuding any errors
or omissions howsosver caused.

Indemnification

A conditton of KPMG Corporate Finance's agreement (o prepare this report was that
Imdex indemnify KPMG Corporate Finance against any and all losses, claims, damages
and Labilities arising out of or related to reliance on information provided by the
Company.
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Appendix 2. Sources of information
In preparing this report and arriving at our opinlon, we have considersd, amongst others,
the following principal sources of information:

e draft copies of the Notice of Meeting and Explanatory Memorandum, dated
27 September 2004 and 4 October 2004, to be sent to Index shareholders in respect
of the Proposal;

s drafi copies of the Amended and Restated Shareholders Agresment dated 27 July
2004 and & August 2004 and the final copy of the Amended and Restated
Sharcholders Agreement dated 5 Cetober 2004,

« acopy of the Shareholders’ Agreement dated 7 June 2001;

s acopy of the draft Amended and Restated Agency Agresment dated § August 2004,

v & discussion paper in relation to “working capital loans” forming part of the
tnvestment i the RTE Imdex joint venture;

¢ adocument preparved by Corrs Chamber Westgarth dated 27 July 2004, outlining
Avustralian regulatory issues in respect of Imdex’s Heads of Agreement with BKTE

regarding Imdex Arabla;

o the audiied financial accounts for the RTE/ Imdex Muods and Cherndeals Joing Venture
for the vears ended 30 June 2003 and 30 June 2004;

»  the audited financial accounts for Bashid Trading Fstablishonent (2 Saudi Sole
Proprietorship) for the year ended 30 June 2002, which incorporated the financial

resutts for the Joint Venfure;

#  Fdex Arabia’s unaudited summary of assets and Habilities as a1 30 Jone 2003 and
30 June 20604,

e the Joint Venture management accounts and report tor July 2004 and August 2004,

e BTE/Imdex Joint Venture restructure worlings in respect (o the camrying value of the
Joint Ventare following the Proposal;

+ cash flow model for the Joint Venture for the period December 2004 to Discember
20140, reviewed by Deloitie & Touche Bakr Abulkhair & Co;

s memorandorn (draft subject to audit review) to the Board in respect o the carrying
value of the Index/RTE Joint Venture dated 18 August 2003;
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o Iddex’s top 20 sharcholder histing as 21 Sepiember 2004,

e details in regard to options on lssue and environmental regulation (extracted from the
notes to the draft 2004 Annus! Report);

o Imdex’s 2002, 20073 and 2004 audited Annual Reports,

& Instorical share price and Houidity date from Bloomberg in relation to Imdex:
e company background information frorm Hontley's DatAnalysis;

# historical exchange rates from Oanda.corn; and

¢ country outlook information from the Economic Intelligence Unit,

I addition we have held discussions with the independent directors and managament of
Imdes.
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MOTICE OF SPECIAL MEETING

Bloticr is given that the Specisl Meeting of Sharcholders of tmdex Limbted whose shares are to be cantelled under the Proposal,
hedng HH AbMerry anly, will be held 2t Le Moridien 2t Rialts, 455 Collins Srest, Melbomrne, Victurla, on B November 2004,
semmencing ot 10.30am or such earlier time as My BB A-WMeery consents o b wiriting

Agenda
Special Business
1 o consides ang, i thought L, pass the follvwing reselidion as 2 Special Resofutian:

That, subject o Resolitions 1 and 2 of the AGM Rotice of Meeting being passed, for the puroses of section 2560 of the Comporations Act and for alf sthier girposes,
the shiare cagital of the Company he reduced by cancefing 10,063,000 ordnary shares hetdl by Mr K K Aiblerry for consideration egual to the ASK Buy Frice {5
defined in the acconypanyiy Ceplanatory BMesmoranduns) per share.

Vaiing Exclusion Siatement

Iy accordance vills section 2560 of the Coporations Act, the Company wif disragard any votes cast in favour of Resplution T offier than votes cast by sharsholders
whase ardinay shares are 1o be cancelied purstant fo Resofution 1, tifess the vole (s cast Dy such persons as proxy for 2 person who s entfiied fo voie, in accordance
with the divections oi the proxy Torm ar Is cast by the person chalring the meeting as troky for a persor wiho Is entitied to vole, In accordance with a direction on
& prony foret 20 vole as fhe proxy detities,

FS: B HH Aldorry, being the only persen wihiose stiares are to be cancelied pursuand to Resofution 715 the enfy persen entifled fo attend st the Special Meeting
and vole on the resolifion.

Pravies
Plrase note that:

{a] a memher of e Company eatitled to atiend and vole & the Spacial Meating is enfitied to appoin & Proxy;

{) & Prowy nieed net e 2 mesmber of the Company; aid

{c} a memher of the Company entiled i cast fwo of mose votes Ay apooist two proxies and may speciy the propestion o number of votes each Pasky is appoiniad
1o exercise, bt whest the Dropertion or number is niot specified, each Pamy may exercise Nalf of the votes.

Thie enciosed Proxy Farm for the Special Meating provides fisther Getails on abpointing Fromes and lodging the Proxy Fom,
Dated 6 Ceiober 2004

8y Drdlor of Whe Board of Directors

Stephen § byors
Company Seerelary
fenwleny Limited
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PROKY FORM
SPECIAL MEETING

Shareholder Dealls

Hame:

fickdbrass:

Contact Telophone o:

Contact Name (o difiorest from ahave):

Fopontnent of Proxy

1/ W being & shareholder/s of mdex Limited and entitled to attend and vote herehy appoint

The Chagman O While here the name of the gerson you a2 appoiniing if Hhis
of the Heeting [erson i someone other tan the Chairman of the Meating,
fmartc with an %0

Fadlieg) e person namied, o F so person s namedd, the Chaimaan of the Meeting, as my/oe Proxy to afiend and act genesaliy at the meeling on my//our hehalf
afiel Lo vole i accordance wilh the foliowing directions {or if #o diections have Deen given, a5 the Proxy sees fit) al the Special Meating of Index Limited to De held
al Le Mericken al Riafio, 495 Collins Sueet, Meloume, Victoria on & Hovember 2004 at 10.30am LSY and & any adournment of thal meating.

{emoriant information # appolnting the Chadrman as yetr Provy

s appoint the Chairman a5 your Proxy, It do rat wish to direst vour Proy Tiow 10 vole on & Resollgios, youl st place & mark i the boxes beise headed "Proxy’s
Disretion™ in 7espect of thal Resshition. By marking this bow, you acknowledge that the Chairmal may exescie ymn' Prasy svent if he bas an interest i e oultame
of the Rescition and vetes cast by him £ifier tan as Proxy Holder wil I}e{ SIU]dI“d{){ Becase of that mieest, IF yous apgeint the Charman as your Proxy bt de not
malk any ok, the Chaiman: will Be unable 1o exercise your frowy vole, | yal appoiat the Chasiman as your Froky anc place a mark in any box headed "Proxy’s
Diseretion”, the Chairman iniends to exestise your Frowy o vole i favolr of thal Resshution.

Yotimg divections o vour Proxy — please mark o imdieite your diveckions

For Against Abstain® Prowy's Diseretion
Spacial Business

Resofution T Selective Capilat Reduction { ------- 1 {] {‘ { ------- 1

I¢ yes sk e Rhstains b R an parsiculir Resclution, you are groeting your Prowy ol vole on yeur Sehaft on i show of hasds or an & poll asd vt votas will #ol be courted n
covIing e sqard majeity on g pok.

Fppointent of 2 second Provy (see instructions overleal)

ol wish t appoiet & second Proxy, stale tie percentage of your voling nights applicable fo the Py appoistad by this Torm:, %,
Y

PLEASE SIGH HERE s section must be signed in secordance with the instructions overleal fo enabie your directions io be implersened

Individuat or Shareholder 1 Stareholder 7 Date

Sole Director and Sele Company Secretary Director
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PROKY FORM
SPECIAL MEETING

How 1o conplete this Proxy Form
b Vour Neme and Address

Plogse print your name and address as it appears on valr Hofding Statement and the Company's Share Regisier, If shases are jointly eld, (lease ensure the name
attdress of each joint Shaseholder is indicated. Shasholders shiustd advise the Corpany of any changes. Sharefiaiders sporisarad by & broler shoukd atise thelr bigker
of any changes. Mlease note, you cainol change ownesstiip of your sectrilies using This Form

2 hopsimtmentof a Proy

H yous wish 1o appoiat the Chiaman of the Meeting as you Proxy, mark the box. 1 Hie gersor you wish Lo agpoint as your Praxy 5 someone olber fan the Chairmat
of the iecting (lease wiile the name of that person. H you leave 1his section Blank, of your mamed Proxy does niol altend the meeting, the {haiman of the Meeting
wilf be your Proxy, A Prowy need not be & Shareholder of ihe Compatry,

3 oles on Resolutions

Youl may difest your Prosy Biow to vole by placing 2 mark i one of Hie boxes opposhe sach Resolition. Ml your sharehiolding wilt be voted in accorlance with such a
direction Lriless yols indicate oafy @ portion of voling righis a2 To be voled on any Resolution by insertisg the peiconiage o ramber of shares youl wish to voie in te
appopriate box of bowes. If yaus do st mark any of e Doxes on g given Reselution, your Froxy may vole a5 he o she chooses. [T you mark mere Hias one Hox on
& Resoiution year vole on thal Resalstion vl be invali,

& Mppoitment of @ Seeond Prosy

Youl e enfitied i appoint Ul B o DRISONS A% [rokies 10 altend e meeting aad yote o0 a poll. I you wish 1o appoint & second Proxy, an additienat Proxy Form

T

emay e ehtaized by tedephonisy Hie Compatry Secretary, fr Stephen byons en {08) 94871 5777 oryou may phatocepy this farm. o appeint & second Prawy you mst
on eaeh Proxy Forn siate {in the axpropriate Box) the perentage of yow voling rights which are the subledt of the relevant Prosy. 3 Both Proxy Forms de net specify
that percentage, each Proky may esercise Tiall vour vates, Fractions of wotes will be disreganed,

5 Sigrang Instruchions

Youl must sign tis o as follows in the spates provided:

fadivirlual: where the Noldieg i in one rame, the hokder sust sin.

daint Holding: vahore the ofding s in more than one name, &l of the Shareholders shauld sign,

Pogor of Aoy, Lo sign undey Power of Atiorney, yau must have abivady fodged this docimaent with the Company's Share Registry. f vou have nol previously
lodged this documest for aotation, glease attach & certfind phatocapy of the Power of Altorney to tis forny when you st i,

Campatios: vabore The company bas @ Sele Direcior who is also the Scie Comnany Secretary, this foim must be sigaed by thal person. H the company
{pursuant o section 2044 of the Corporations Act 2001} does not have & Company Secretary, & Sele Director ¢an also sign alone. Otherwise
This forme must be signed by & (Rreclor jointly wall eilher antther Direckar or a Company Secretary. Please indicate the office held by signing
ire Hie appropriate place,

& lLodgement of o Prowy

This Prowy Form {and any Power of Attormey under which 1 is signed) must he recefved al the addiess given below not later than 48 hours Before the commencement
of the meeting: e, no later than H3.30am 157 on & Noversher 2604, Aay Proxy Form seceived after that time wilf not be valid far 1he scheduled meating,

This Proxy Form (and any Power of Bitorsey and/or second Proxy Form} may be sent or delivered 1o the
Company's Registered Offee at Lovel 3, Redoun House, 18 Richardson Slrest, West Porth WA, 6005 wr
sent by fucsimile to the Registered Gffice on (08) 9487 6527,




PROLY FORM
2004 ANNUAL GENERAL BETTING

Sharsholder Dutalls

Home:

hallsess:

Contoct Telenhone Ho:

Contact Home (f different from chove):

opolntment of Proxy

1/ We being o shossheldes /s of fmdex Basited and ntitled to otrerd end vote hereby capeint,

The Chagmar: R Write here the nome af $he persan you ce eppuinting if this
of the Heeting narsor s somenns ofher thar the Chairmen of the Hesfing,
{menk with 4 "X

of fudling the sersan nased, o 1 a0 persan 1s nomed, the Cheirmen of the Meefing, os wmy/aur Prosy tu atferd and act genesolly af the meefing on my/our beheif
okl 1o vore I accardance with e follawing directions {or i ne direchions have been giver, os the Proxy sees fith et the Annual Genesal Meating of fndex Limited fo
Be held ur Lo Meddien of Rioko, 495 Collins Stmet, Medhaume, Vicerdn on 8 Hovember 7004 ot 11 000m BT ond at sy edjcurment of thet mesting.

fmpertant informution if appointing the Chelrmen as vour Proxy

o copeint the Chairmen a3 your Proy, But do nod wish to direct your Provy how 3o vole on o Resolufion, you must placs a mark in the boxes below headed “Prony's
Diseration” in respect of thay Resalttion. By merking this bay, you acknewledge that the Chaianan mey exerdise vour Provy aven if he has on inferest ia the setomse
of the Resoluion and votes cosf by him other S a5 Prowy Holder wil be dissegarded becayse of thot ntarest. (F vou appoins the Choimar o5 vour Prowy, bet do net
smork oy hov, the Choimmon will be unoble o exese your Prosy vole. I vou appaing the Chaitmen as veur Fioxy end place o merk i sy hox headed " Prany's
fiseration”, the Chaismien Tntends fo exerdse vaur Proxy 1o vore T fovour of they Resolution.

Yoting divettions 1 your Proxy — pladse mark f indicate your divettions

For et Bhstein® Prony’s Discration

Specind Business

Resslusion: 1 lmplement Propasal ] [ ] [ ] [ ]
Resodution 2: Selective Caplial Reducion [] (] (] []
Ordinory Business

Resolution 4: Re-slection of Hr (G4 Dundo [ [-] [-] []
Resslusion: 5 Re-election of Mr & Kelly ] [] [] [ ]
Reselution: 4: Reelection of Br HH AkRery ] ] [] ]

¥ o rizerk the Abstaie how for ¢ aerticuler Resoletion, vou tee diecling vous Prowy nol Te vote on your behol on o show of hoads or an o poll oad your voles will ot be courted in
compuling e required mgjorily on ¢ pof.

honofntment of o second Frony {see inshructions ovarlend)

¥ you wish fo upmoint o second Proy, state the percentane of vour voling sights appficable o the Proxy appoirted by this form, ﬂ/
4]

PLEASE SIGH HERE This soction must be signed T cecordonce with the insiructions averleef o enable vour directions 1o be implemented

Individuad or Sharsholder 1 Shorsholder 7 Bute

Sule Divector and Sole Compouny Secratary [irettor




PROXY FORM
2004 ANUUAL GEHERAL METING

How to complete this Prony Form
1 Vour Home ond Address

Please pring your nome and address s it appears on yous Holding Statement and the Company's Share Register. [f shores ore fointly field, please ansure the nume and
address of ench jont Shoseheldes is indicated. Shussheldess should odvise the Comparey of any chengss. Sharehlders spersarad by o breker should odvise stheir buker
of ary chonges. Plaasa nete, you conne? chonge ownership of vour sacurifies usiag Wi Form

1 hppointent of o Proxy

# you wish to aproiat the Choiiman of the Meefing os vour Provy, mark e hox. i the person you wish it upneint o5 yeur Proxy i somaone other than the Chaimen
of the Heeting please wite the nome of that sersar. H you leave this saclion blask, or vous aemed Proxy does aet eitend the meeting, the Chainnon of the Keeting
wilk b your Pravy. A Provy need not be ¢ Sharsholder of the Compony.

3 VYol on Resolutions

You may direct your Fresy fow 1o vole By pedng o mod in one of the boxes eaposite aach Resclufior. ANl yaur sharehalding will be voted Tn accordunce with such o
direction; unless you indicate anly & partion of voting rghts ore 3o he vofed on any Resolution by nserling the percentage or sumber of shoses yeu wish t vote in the
cppreiricte B or baves. (F vou de ot mask any of the boxes o ¢ given Resalafien, your Proxy may vole as he or she choases. [f you merk mare thaa ene box e
¢ Resolution your vere on that Resclation will be invafid.

4 fppointmend of o Second Proxy

You ase erditled to oopeint up to two persens as arovies to cttend the meeting and vote on o pell. 1T yeu wish to copeint ¢ second Prosy, on additianal Provy Form
sy Be obtained by edephoning ihe Compeny Secretary, B Stephen Lyons an (08} 2481 5777 or yeu may photacapy is form. o appoint o sacond Prosy you mast
ori each Proy Fores state $in the opprearioie hoxd the percentoge of vour viting fghts which tsa the subiae of the relevart Proxy, ¥ both Proxy Forms do net spedfy
that sarcartane, each Pravy may exercise holf vour vates, Fraciions of vates will e disregusded.

5 Signing lostrucions

Yo must sigrs this form os follews in the spocas provided:

individucl: vehere the holdiag is In one aoae, the helder must sign.

Lo Holding: whare the holdiag is in more thar ene rome, all of the Shereholders should sigi.

Pawer of Atorney: Yo sign under Power of Alorey, vou must hove lready Jodged this document with the Cempany's Shore Registny. # veu have no? previcusly
lislged this docamest for notation, plecse wiuch o cenfied phatocapy of the Power of Atornay 1o his Tom when vou retum &

Compeniag: whare the company hes o Sale Director whe 75 olso the Sole Compaay Secretary, s fann miust be signed by that persen. 1 the compeny
{prarsunng 1o saction 2044 of the Corporations Acr 2001 does not have o Compaay Secietiry, o Sole Birector can alsy sign clons. (therwise
this form sust be signed by @ Director jeintly with either anathar Sirector or o Compeny Secretary. Please ndicate the affica held by signing
irs the appropdata ploce.

# 11 represenintive of the comoration is o oftend the meating o "Cedificate of Appointment of Comuiae Representofive™ shouid he produced srier to admission. A form
of the centiticate is included with the Notice of Aol Ganerol Meafing or may be obicined from e Cempeny.

& lodgement of o Proxy

This Peaiy Forsm (and any Power of Attamey under which 275 signeds must be received o the oddress giver below rot loter than 48 hours tefore the commencement
of the meeting e, no loter fen 11 000s EST o0 6 Hovernder 2004, Aoy Proxy Form eceived abter that fime wilf not be valid for the scheduled maeting,

This Prowy Ferm {und ony Power of Atormey ond/or second Proxy Form} muy be sent or delivered 1o the
Compuny’s Reglstered Ofice ot Level 3, Redgum House, 18 Richordson Street, West Parth WA, 6085 or
sent by fuesioulle to the Registered Office on {08 9487 6527,




CORPORATE REPRESENTATIVE

CERTIRICATE
Sharehalder Detall
This fs o carfify that By o sesolufion of the Dimciors of
{{ompeny)
fhusert e of shoreholdar compony}
The Comypaay has eupointed:
{huthiosised corpornta representaive)

fhsart ramme OF romore spmsenioliie}

in acesdance wilh the provisions of section 2500 of the Cormorntions Act 2007, 1o oct s the hody corporate represertative of thed Campeny of the
Feating of imdex Limed to be held on B Roverrder 2004 end af eny adioummeants of thet meetiag.

DR

Aruet Genesel

20064

Plonse sign here

Exotuted by the Company
i eecordonce with s consfituert docusmants

Signad by cuthorised reprasaninfive Signed by cuthorised reprosenicfive
Humme of cuthodsed represenicive (print Heame of cuthodsed reprosenicive (pint
Positions of authodsed representative (adnt) Posifions of authoerdsed reprasertative {prnt)

Iustractions for Completion

1. fnsert nagse of eppeintor Company oad the nase ar posifion of the oppoinies fag “fohn Srith” o1 “sach Director of the Compasy”).
7. Euacute the Certificote following the procedure reguired by yeur Conssitufion or other consfituent documents.

3. Pant the neme ond pesition (eg Birectors of each Company officer who sigrs #is Cesificate on bahalf of the Lompeny.

4. Insart the dove of axecution whers indicoted.

5.

Serdd of deliver the CortiBont fo frdex tinited, Level 3, Redoum House, 18 Bicherdson Street, West Parth WA 8005 o fax 1o (GB) 9481 6527,




