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LABTAM LTD
ACN 004 749 508

NOTICE OF GENERAL MEETING
: FROXY FORM
EXPLANATORY MEMORANDUM
EXPERTS REPORT

For the General Meeting of the Company to be held
at 10.30am (Mefbaurne time) on 4 August 2005
at
Lavel 13, 500 Callins Street
Melbpnrme, Victoria,

THIS IS AN IMPORTANT DOCUMENT

If you are in donbt as to what to do with this document please iImmediately see your legal
adviser, inancigl adviser or stockbroker.

Dated: 30 June 2005
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LABTAMLTD
ACN 004 749 508
NOTICE OF GENERAL MEETING

Dated; 30 Jupe 2005

Notice is given that & General Meeting of the members of Labtam Limited ACN 004 749 508 (“the
Company™) will be held at 10.30am on 4 August 2005 at Level 13, 500 Collins Street, Melbourne,
Victoria for the purpose of considering the items of business in this Notice of Generel Mezting (“this
Motice of Meating™).

Additional information concerning the following proposed resolutions iz contained in the Explanatory
Memorandum that accompanies and forms part of this Notice. The Explanatory Memorandum should
be read in conjunction with this Notice.

General Business

Resolntion 1:  Approval ander the Takeavers Provisions

To consider and if thought it to pass, with or without amendment, the following as an orclimary
resolution:

“THAT subject to Resolution 2 being passed and for the purposes of Chapter § of the
Corporations Act (in particular, without limitation, itemn 7 of the table in seetion 611 of the
Corporations Act) and Tor all other purposes, members approve:

(8)  the acquisition by Loch Securities Pty Lid ACN 006 259 285 of 20,000,000 ordinary
shares in the capital of the Company fully paid at an issue price of $0.01 per share, as
described in the Explangtory Memorandum which accompanied this Notice of
Meeting on and subject to the terms and conditions set out in the Explanatory
Memorandum; and

)] the Company issuing the above shares to Loch Securities Pty Lid.”

The Company will disregard any voles cast an Resolution I by:

o Loch Securifies Pry Lid ard a person wha might obtain a benefit, except a benefit solely
in the capacity of a holder of ordinary shares, if the resolution is possed; ond

= Mr H 1L Purse or an associate of o persan described above.
Hewever, the Company need not disregard a vote or Resolulion { if:

» it is cast by a persan as proxy for a person who is entitled (o vole, in accordunce with the
directions on the proxy form; or

o it is cast by the person chairing the meeting ay proxy Jor o person whu is entitled to vote,
i aecordance with a divection on the proxy form to vote as the proxy decides.
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Resolution 2: Related Party Transaction Provisiens Approval

If Resolution 1 is passed, to consider and if thought fit pass, without amendment, the following as an
ordinary resolution:

“THAT for the purposes of Chapter 2E of the Carporations Aet and Tor all other purposas
members approve:

(a) receipt by Loch Securities Pty Ttd ACN D06 250 285 (a related party of the Company
within the meaning of the Carporations Act) of up to 20,000,000 ordinary shares in the
capital of the Company fully paid at an issue price of §0.01 per share, being the shares
referred to in Resolution 1, as described in the Explanatory Memorandum which
accompanied this Notice of Megting, on and subject to the terms and conditions set out in
the Explanatory Memorandum; and

(b) receipt by Mr H L Purse (the sole director and shareholder ol Loch Securilies and a
related perty of the Company within the meaning of the Corporatinns Act) of an indirect
inverest in the shares proposed to be issued to Lach Securities being the shares referred to
in Resolution 1 as describad in the Explanatory Mamorandum which accompanied this
Natice of Meeting, on and subject to the terms and conditions sct out in the Explanatory
Memarandum, ™

Voting Exclusion Statement:

The Company will disregard ary voles vast on Resolution 2 by:

o Lach Securities Pty Lid and a person who might obtein o beneful, cxcept d benefit soiely
in the capacity of a hulder of ordinary shares, if the resolution is passed; ond

o Mr H L Purse or an associate of a person deseribed above.
However, the Company need not disregard a vare on Resohwtion 2 it

e it i cast by g person as proxy for o persen who is entitled 10 vote, in accordance with the
divections on the proxy form, or

® it is cast by the person chairing the meeting as proxy Jor a person who is entitled to vote.
in accordmce with a direction on the proxy form (o vole e the proxy decides.

Uniess the Australian Securities and Frvestmenrs Commission ortherwise declares, votes on
Resnhaion 2 must nat be cast (in any capaciry) by ar on hehalf of:

fa) Loch Securities and/or Mr H L Purse beirg related parties of the Company lo whom the
respective resolution wauld permit o finemcial benefit 1o be given; or

(b) an associaie of such a related party.
The above does Hot prevent the casting of a vote ift

fa) it is cast by a person as a proxy appainted in writing that specifies how the proxy is 1
vore on the proposed resniurion; and

(b) is nat cast on bekalf of a related party if the Company to whom the resolution would
permit afinancicl benefit 1o be given or on behalf of an associate of Such a related party.

A vote is cast on bebalf of an entity for the purposes of the above {f, and only ifl I is cast:

(@) as proxy for the entity:
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(b) orherwise on behalf of the entity;
(c) in respect of a shave in respect of which the entity has:
i power lo voie; or
i, power o exercise, or conmrol the exercise of, a right lo vate.

Details in respect of votes cast on Resolution 2, and proxies exercised, will be recorded as
provided for in section 223 of the Corporanians Aer.

Dated: 30 June 2005
By Order of the Bn;rd

Constantine Andrew Scrinis
Managing Director
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LABTAMLTD
ACN 004 749 508
EXPLANATORY MEMORANDUM

Dated: 30 June 2005

2

INTRODUCTION

This Memorandum provides information about Resclutions propased by the Direstors of
Labtam Limited ACN 004 748 508 (“the Company”) in the attached Wotice of General
Mezeting in respect of the issve of 20,000,000 ordinary shares in the paid up capital of the
Company to Loch Securities Pry Lid ACN 006 259 235 (“the Proposed Placement™).

The purpose of this Memarandum is to assist Members to make informed decisions when
casting their vates by describing the Proposed Acquisitian.

The Directors of the Company recommend that members carefully read this Explangtory
Memorandum before making any deeision in relation to the Resolutions.

COMPANY QVERVIEW

The Company was incorporated on 22 October 1968 and thereafter its principle business
activity involved the design and manufacture of heat transfer equipment. The Company is an
Australian Stock Exchange Ltd (“ASX”) listed entity that is currently suspended from trading.

On © January 2001 a veceiver and manager was appointed by the Company’s largest secured
creditor at the time and the Company's securities were consequently suspended from trading
on the ASX. :

Subsequent to the Company being managed under a receivership arrangement, a voluntary
administrator, Ferrier Modgson was appointed on 29 Seprernber 2003. During the receivership
and administeation process, all assets of the Company were sold to various parties.

On 12 November 2003, a Deed of Company Arrangement was entered into with the existing
creditors of the Company. Under the Deed of Company Arrangement, the creditors agreed 1o
accept & cenis in the dollar for all substantlamed outstanding accounts whereby they would be
provided consideration in new ordinary shares of the Company at the re-listed share price,
being 20 cents per share (30.20).

On 19 August 2004, the sharcholders of the Company approved 2 nomhber of resalutions
aimed at the re-structuring, re-capitalizing and potential re-listing of the Company on the
ASX. Included within the Resolution held were approvals to change the Company’s name
from “Heat Exchangers laternatiopal Limited” to “Lebtam Limiied™, change of the
Company’s activities to include activities within the electronics industry, the acquisition of the
Labtam Pty Ltd ACN 050 209 678 for cash and shares, the issue of new ordinary shares for
settlement of debt and satisfying the Deed of Company Arrangement, approval of new shares
and options pursuant to a prospectus, an Employee Share Option Plan and the adoption of a
new constitution.

F.6. 34
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On 28 Octoher 2004, all matters pursuant to the Deed of Company Amangement were
satisfied. The voluntary administrator Indged the certificate of effectuation with ASIC. The
appointment of the voluntary administrator was terminated upon the lodgement of this
document. '

During the period 29 October 2004 1o 5 May 2005, the Company issued a prospectus for the
purposes of acquiring the Labtam Pty Ltd business. The minimum subscription requirements
of $2.5 million were not met under the prospectus, and as a consequence, the Company
withdrew the prospectus. All application monies have heen sent back to investors who
subseribed under the prospectus.

Subsequent T § May 2005, the Directors advertised for expressions of interest in the
Company, Upon reviewing all tabled offers, the Directors befieve that the Proposed
Placement is the most favonrable from the point of view of shareholders.

If Members approve the Proposed Acquisition, Loch Securities will become the Company's
largest sharcholder.

3. BACKGROUND TO THE YROPOSED PLACEMENT

By an agreement dated 25 May 2005 between the Company and Loch Securities (ACN 006
259 285) (“Loch Securties™), subject to sharcholder approval, it was agreed for Loch
Securities and or pominee to acquire 20 million shares in the paid up capital of the Company
at an jssue price of $0.01 per share (“the Agreement™.

A deposit of $30,000 has been paid to the Company pursuant to the Agreement. The balance,
being the sum of $170,000, shall be paid to the Company within seven days of the Company’s
receipt of sharcholder approval in respect of the issue of 20 million shares to Loch Securities.

Pursuant lo the Agreement, Loch Securitizs provided an undertaking that the Company's
existing shareholders will not be consalidated before re-listing and re-capitalisation on the
ASK, '

Pursuant To the Agresment, the Company has provided Loch Securibes with letters of
withdrawel from all existing contracts.

The funds raised by reason of the issue of 20 million shares to Loch Securitics shall be applied
10 the extinguishment of existing creditors.

Upon obtaining sharcholder approval and Loch Securities making payment of the issue price
Lach Securities will seek to appoint three direetors to the Company and all existing direetors
will resign. At the date of this Memarandum, Loch Securities have not identified the identity
of the directors that it will seek to eppoint. If Memhers approve the issue of 20 million shares,
Loch Seeurities, as controlier of the Company, will be able to control the compasition of the
board.
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a4, THE RESOLUTIONS

The Proposed Placement under which Loch Securities will acquire 20,000,000 ordinary
shares in the paid wp capital of the Company is conditional upon the Company obtzining
Member approval as required by the Corporations Act and.

To satisfy the requirements of the Cotporations Act, the Company has put forward for
Members ta consider the resclutions deseribed in the attached Notice of General Meeting
(“the Notice of Meeting™).

41  Resolution 1: Approval under the Takeovers Provisions

It is proposed that Loch Securities will be issued with ordinary shares fully paid at an issue
price of $0.01 per share that rank equally with the Company’s existing ordinary shares. The
total nurnber of shares to be issued if Resolution 1 is approved wil] be 20,000,000.

Section 606 of the Carporations Act prohibits the acquisition by a person of 2 rclevant interest
in the issued voting shares in & listed company if, beeanse of that acquisition, that person’s, or
someone else’s, voting power increases:

(a) from 20%% or helow to more than 20%; or
(b)  from a starting point that is above 20% end below a0%.

An exception to this prohibition is if the [isted company has first obtained the approval of its
members at a general meeting. :

«Relevant interest” is extensively defined in the Corporations Aet, It includes holding voting
shares or being able to exercise control aver vating shates, or having the power w dispose of,
or control the disposal of, vating shaces. 1t does not matier how remote the relevant interest is
or how it arises. If twa or more persons can jointly exercise one of these powers, each of them
is taken to have that power.

Loch Secyrities Pty Ltd is o company incorporated under the laws of the State of Victoria.
The sole director and sole shareholder of Loch Securities is Mr H L Purse. As the coutroller
of Loch Secutities, Mr Purse will acquire a relevant interest in the shares proposed fo be
issued to Loch Securities.

At the date of thie Memorandum, Mr H L Purse holds no shares in the Company and does not
have a televant interest in any of the shares in the Company. If Members approve the issue of
the shares to Loch Securities, Loch Securities voting power in the Compeay and Mr H L
Purse’s relevant interests in the Company will be 59.93%.

In uddition ‘to the detail set oot in this Memarandum, Members should refer to the
Independent Expert’s Report annexed to this Memorandum when considering how to vote in
respect of Resolution 1.
Resolution 1 is subject to Resolution 2being passed.

4.2 Resolution 2: Approval of Related Party Transaction

Chapter 2E of the Corporarions Act prohibits a public company from giving & financial
benefit to a related party of the public company. A relsted party of a public company inclodes
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the directors of an entity that conirols & public company and includes an entity that has
reasonable grounds to believe that it is likely to become 2 related party of the public company.

A “financial benefit” is widely defined and includes a public company issuing securities. In
determinitg whether or nol"s financial benefit is being given, the law requires that one Tooks
ta the economic and commercial substances and elfect of the transagtion, rather than just the
legal form. Any consideration or conwribution provided by the related party, on the other hand,
must be disregarded, even if it is considered full or adequate.

Exceptions to this prohibition include where the public campany first obtains the approval of
its members in peneral meetimg.

Resolution 2 seeks approval in respect of the shares to be issued to 2 related party (directly to
Loch Securities and indirectly to Mr M L Purse).

Resolution 2 is subject to Resolution 1 being passed, as the issue of the Company’s shares {o
the related party cannot proceed unless members approve the implementation of the Proposed
Acquisition and approve the issue under the takeovers provisions of the Carporations Act,

The shares that are the subject of Resolution 2 are not separats or additional ta the Company’s
shares the subject of Resolution | and are not a separate or additional issuc of shares.

The related party to whom Resnlution 2 would permit & financial benefit to he piven is
(direetly) Loch Securities and (indireetly) Mr H L Purse.

The nature of the financial benefit is the issue of 20,000,000 ordinary sharas in the paid up
capital of Labtam Limited in consideration of the sum of $200,000.

Nene of the Company’s Directors have a material personal interest in the outcome of
Resoluiion 2.

The passing of Resolution 2 would permit a financial benefit in the nature of shares in the
Company to be issued to Loch Securities.

Resolution 2 is subject to Resalutions | being passed.
5. DIRECTORS’ RECOMMENDATIONS

Mr Lloyd Gosling approved or voted in favour of the proposal to put the Resolutions 10 the
Company’s members and recommends that members vate in favour of Resolutions | and 2.

Mr Constantine Andrew Scrinis approved or voted in favour of the proposal W put the
Resolutions to the Company’s members and recomumends that members vote in favour of
Resolutions | and 2.

Mr Gary Gosling approved or voted in favour of the proposal to put the Resolutions to the
Company’s members and recommends that members vote in favour of Resolutions 1 and 2.

Mr Peter Camm spproved or voted in favaur of the proposal to put the Resolutions 1o the
Company’s members and recommends that members vote in Tavour of Resolutions land 2.

Mr Adrien Wing approved or voted in favour of the propesal to put the Resolutions to the
Company’s members and recommends that members vote in favour of Resolutions 1 and 2.
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0. OTHER RELEVANT INFORMATION FOR CONSIDERATION BY MEMBERS

The funds raised will be used to extinguish Labtam’s existing creditors with a view to
positioning the Company te provide further oppartunities for shareholder approval.

Subject to the passing of the Resolutions, the Company may review its current activities of
development, marketing and sale of contract electronic manufacturing solutions to establish
whether other opportunities exist in the marketplace,

Members should have reference to the Independent Expert's Report and the marters set out in
this Memorandum, including the belence of this section as it relates to elements of the
approval of the Resolutions, when considering how to vote in respect of Resolufions L and 2.

Other than the information disclosed in this Memorandum and in the Independent Expert’s
Report, and taking into account information that has previously been disclesed to Members,
the Directors do not belicve that there is any other information that is reasonably required in
order for membere o make a decizion with respect to the Resclutions 1 and 2,

6. CLOSBARY
«ASIC" means Australian Securities and Investments Commission.
"ASX" means the Australian Stock Exchange.
"Company" meens Labtam Limited ACN 004 749 508,

"Directors" means the directors of the Company from time to time.

"Meeting” means the general mecting of the Company st which the Resolutions will be
censidered.

“Memorandam" means this nformation Memerandum.

"Resolutions” means the resolutions put forward in the Company's Notice of General
Meeting dated 4 August 2008 of which this Information Memorandum forms part.
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PROXY FORM
LABTAMLTD
ACN 004 749 508
GENERAY. MEETING
4 Aughat 2005 ot 19300m

I
of
heing a member of Lebtam Limited appoint

of - -

of if no person is namad, the Chairman of the General Wiasting my proxy to vots and act for me and an my herhalf at the
General Mgelng af memoers of Lactem Lid © be hald on 4 Auguet 2045 and any athar dey te which thal Ganeral Maeting is
adjaurned or pastponed.

My praxy is authorised Lo gzerise all % ol my vating right. [T Lo of mars praxics ks heing appainied, the proportian of myftur
fota] voring rights thl this Proxy is authorised T cueeeise is %, |Naote on request rhe Company will provide nddilonsl prexy
Cnrms]

1 direct my proxy Lo vous in the fisllewing inanner:

™o. Rezolution For Against ADEtaln
1. Approval under (he Takeswers Pravisions
2, Related party Transection Provisionz Approval

If you hvave appointud the Chuiemin e yaur proxy and you do Aok wish 13 dirzct the Chuiemen how (o vate, please ploce a mark i the bex

%elnw'l.

By marking this box, you seknowladge thet the Chaltman may sxercise your prexy even I ha has an intamwst in the oulcome of
the resolutisn and vetss east by Rim other than a3 prozy holder will be gisragardad bacalea of that intanes!,

The Chairman lnrends 1o voce all nndirectsd praxies in fevour afall resolutions.
DATED 2003

Stenatre of member/s (not if the member |5 o campaiwy, the grozy Tarm should be _cm:cutnd by oither Twe direciars of ene dircswer and he
company seereiary)
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NOTES TO PROXY FORM
1. A membar sntitled io attesd @nd vots at te General Megtng |5 ontiilasd & appaint nat more than two proxies.
2. A membar who i sTtiliof 1o YL WO oF mors votes may appeint twa proxiag, in which caea they may specify the

prapation or aumasr of vetes aach proxy b appointad o exercize. I the member appaints two prowies end the
appointmant daes nat speciy the prapanien er number of vales aach proxy miy eXxercise, each proxy may BYPILigs
half of the vatas af the member, (f the mempber appoinis twa proxes, nethar may vste on @ show of hanos, but 2
proxy may demend or joln In demanding a pell. If no dirsctions are given tha proxy may vol@ ag the proxy thinks fil o
rray abeiain fram vating.

a A prozy need ot ba 3 member of (e Company. IFa person attends 3 meseting heth Be a mBMDLr AN A% & proxy far
Gnether member, such person will anly be cauntad ence on & show of hahds.

4. The proxy form must oe aignsd by the member of the member's attomay. Proxies givan by comporations must be
executed under seal of algned wnder he hand of a duly autharized officsr or atiornmsy.

Ta be valid, proxies must be reczived by the Company st the office of Lablam Limited at level 13, 500 Calling Strast, MeThoume, Victoria
or sucessstully tranamittcd By facsimile to the Cadmpany an 63 961+ 0550 in cither cuse na (arcr than 4K hours prior tp the commencamen: ol
the General Mesimg. .
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NEXIA ALEXANDER
SPENCER 7=

G ART ERE LM AU COUNTANT~ ]

IEN 875 109 843

Halgar ol Auvrufan Faancial Servises
Licamcx Na: 217262

Level 14, 440 Coffing Sreet

Mebaurme Vie 3000

15 Junie 2005 Tetephans: {83) 9608 0100
Facsmile: (03) 0670 8325

Emak: engquiry@neaizas.com.su

The Directors

Lahtam Limited

/- taval 13

500 Colling Strmet
MELEOURNE VIC 3000

Dear Sirs
Independent Expert's Report

i  Introduction
1.1 Background

On 25 May 2005, Labtam Limited (“Labtam” or “the Company entered into a Share
Placermeant (“the Placsment Agreement™) with Loch Securities Pty Lid ("Loch”™) for Labtam to
issur Loch 20,000,000 ordinary sharss at $0.01 per share, credited as fully paid (“the
Proposed Transaction®),

Thig report has been prepared by Nexia Alexander & Spencer Pty Ltd ("Nexia ARS") at your
request ta accompany the Notjce of Meeting ta ba sant to sharshoiders to convene 3 General
Meating of Labtam to be held on or about 29 July 2005.

Labtam is an public company and whilst listed on the Australian Stock Exchange ("ASX"), its
shares are currently suspended from trading.  You have advised that the purpeses of the
Propasad Transactian is to:-

o Provide funds for the Company ta discharge its present lisbilities; and
o Pravide funds for warking capital;

1.2 Outline of the Propased Transaction

The principal terms of the Froposed Transaction, as set out in the Placement Agreement, are
set out below.

. Labtam will issue Loch 20,000,000 share for a total application price of $200,000( the
Share Issue” ; and

s The funds raised will be utilised far the purposes of eatisfying Labtam’s existing
creditors®.

! tha axisting creditors ara set cut In an Annexure to the Flacement Agreement and 1otal $197,049,

Memia Alerander & Spencer b o heiber Vi o vhe
Maxts Iermriial fetwai of  ndeparudan aceounfing

(NTERNATIONAL 210 SRy thms
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Lahtam Limited
Indapandent Expert's Report — June 2005
fssue of Sharas to Lach Sacurilies

The Praposad Transaction is subject to a number of covenants and warranties induding:
o Labtam sharehoiders appraving the Share [ssue; '

. Labtam will apply the $200,000 to payment of all existing cradiftors;

. Labtam will cancel any existing contracts;

« Al existing Diractors of Labtam will resign and 3 nominees’ of Lach will be appointed as
the only Directors of the Company.

. An undertaking by Lach that ait existing Laltam shares will not be consalidated befare
any recapitafisation and re-listing on the ASX. In the event that a consolidation accurs
prior ta re-listing Lach must compensate existing shareholders to the differance
tetween $1,720,000 and the zapitaisation of the existing shares on minimum listing
price upon Lach re-isting Labtam on the ASX.

1.3 Carporate structure

In the event that the Proposad Transaction Is successfully completed, based an Labtam's
current issued capital, Lach will hold approximately 69.93% of ordinary vating shares,

The Propased Transaction will nat in itself be sufficient to enable the re-isting of Labtam
shares on the ASY. Labtam will still not have any business, activities or assats to satisfy the
ASX Listing Rufes, Loch has the stated intention of faciitating a re-listing of Labtam an tha
AS¥, The acquisition of a business or assets to satisfy ASX Listing rules for a re-listing of
Labtam will, mest likely, require the further issue of shares by Labtam to the vendors of such
business or assets. In accordance with the undertaking by Loch, existing non-associated
shareholders will cantinue to held 8.6 million shares in Labtam wpon re-listing.

2. Purposa of our report

The purposa af this Report is ta assess whether the Proposed Transaction is fair and
rzasbnable to the axisting non-associated shareholders of Labtam. The Notice of Meeting
and Explanatory Mamarandum, to which this Report is attached, sets out fully the Resalutions
required by members to approve the Proposed Transaction,

In summary the Corporations Act 2001 {("the Act")

o  prohibits the acquisition of an interest of more than 20% of the capital of 8 company
without making a formal takeover offer, unless approved by members in general
meeting Sections (606 and 611); and

o provides a general requirement for the glving of 3 financial benefit to a related party of
a public company to be approved by members.

The Proposed Transaction will resuit in Loch acquiring 69,.93% of the capital of Labtam.

The Act and Australian Securities and Invastments Commission ("ASIC") Policy Statement 74
requires that sharahalders voting on such Prapased Transactions be provided with sufficient
infarmation to assass the merits of the proposal, ineluding a repart prepared by and

2 Loch has apt vec spacified wham ¢ will nominate for apgointment.

F.14-34
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Labtam Limited
indepandant Expert's Repart ~ Juna 2005
Issna of Shares to Loch Securities

independant expert stating whether the Proposed Transaction is fair and reasonable so far as
the non-associated sharehoiders of te company are concecnad.

This report has bean prepared sotely for the purpose of assisting the non-assodated
sharstioldars of Labtam in considering the Proposed Transaction.

We da not assume any responsibility or fiakility $o any party as a rasulk af rafiance an this
report for any other purpose, induding, but not limited to, Investment or lending decisiens in
relation to Labtam.

3. Summary and Conclusions

In our aginion, the Proposed Transaction Js fair and reasonabile to tha nan-assaciatad
shareholders of Labtam as at the date of this report.

Qur opinlon s based an informatian avaitable as at the date of this report that has been
providad ta us, as sat out in Appendix 2. Tn forming our opinion we have had regard ta the
advantages and disadvantages to non-assodatad sharcholders If the proposal is approved
and the advantages and disadvantages if it does not proceed.

The principal factors that we have taken inip account in forming aur epinion ara summarised
below and discussed W more detail in section 8 of this report, These include: -

The value of the consideration being paid by Loch appears fair when considering the
assessed value of the Labtam shares

Currently Labtam has a net asset deficiency of approximateiy $200,000. Accordingly, in the
absence of a market to trade the sharas the existing shares have no value. The issue af
shares to Loch at $0.01 per share is in excass of the qurrent value of Labtam sharas,

The proposed transaction may result in existing non-associated shareholders receiving 2
signiffant premium for control,

The Propased Transaction will result in existing Labtam shareholders having a tatal interest in
the Company of 30.07%. The issue to Lech for $200,000 cash will mean that Loch is paying
an immediate premium for cantro! of approximately $0.01 (1 cant) per share.

In addition Loch has undertaken to ensure that there is no further consolidation of existing
sharcholders intarasts an any recapitalisation and re-fisting of the Labtam shares, If there s
any consofidation of existing shares Lach will compensate shareholders far the diffarence
betwaan §1.72 millien and the capitalisation of the existing sharas on minimum listing price
upon Loch re-lisiing Labtam on the ASX.

Based on our view that the existing Labtam shares have no value, the issue to Lach may
mean that on recapitalisation snd re-listing of the Labtam shares on the ASX, the existing
sharehoiders are raceiving a premium for control of approximaiely $1.92 million. This
equates to approximataly $0.223 (22.3 cants) per share.
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Existing Sharaholders may fIss out on # belter propasal

There i a patential appartunity cost that existing Labtam shareholdars may miss guton 3
more advantageous propesal far racipitaiisation and re-listing of Labtam shares, becauge of
the Proposed Transactdon. However the Director’s of Labtam have advisad that they have
considered a number of proposals and there are currently no altermative proposals available
10 Labtam on mare faveurable terms than the Proposad Transaction.

We have also taken intn congideration that the Proposed Transaction will enable settiement
of existing creditors and sccordingly prevent any possibie liquidation of the Company and
permanent lass of shares which wauld result therefram.

4. General
41 Independence of Disclosure of Interast

Neither Nexia Alexander & Spencer Pty Ltd nor its partrers or employees has any interast in
the autcome of this issue ather than in the preparation of this Repart for which normal
professional fees will be raceived. Fees are charged on an hourly basis based on persannel
undertaking the engagement work. Our fees with respect to the preparation of this report
are approximately $4,000, exdusive of GST. Payment of those faes has been indemnified by
Labtarn.

Nexia Alexander & Spencar Pty Lid has not within the previous two years provided aﬁv tther
professional sarvices to sither Laptam or Lach,

The Directors have agraad to indemnify and hold harmless Nexia Alexander & Spencer Pty
Lta and its employees fram any daims arising out of misstaternent or amission in any
material or information supplied by the Directors to Nexia Alexander & Spencer Pty Lid.

Consenit to the inclusion of this Indepandeant Experts Rapart with the Natice of Meeting 2nd
ather documents to be sent to sharaholders in the farm and context in which it appears has
been givan, At tha date of this raport, this consent has not bean withdrawn,

F.1e-34
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4.2 Other Matters

The tarms and exprassions used in the Raport have the same meaning as these usad in the
Notice of Meeting and Faplanatory Statemant to which this Report is attached.

We have not undertaken to update our repert for events or circurnstances arising after the
date of this report.

The above opinion shouid be considered in conjunction with and not independently of the
infarmation sat out in the remaindar of this report, including ks appendices,

Yours sincersly,
NEXTA ALEXANDER & SPENCER
Hotder of Australlan Fingncial Sarvices Licanes Ho: 247262

GARY GRACQ
Authorised Representative

Faf: 5:ILAGTAM LIMTECKSODEExpare repart - FINAL 16 Jung 2005900
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L The Propuased Transaction

5.1 Summary

On 25 May 2005 Labtam entered into a Placement Agreement with Loch. Under the
tarms of this agreement Labtam is to issue Lach 20 million Labtam ordinary shiares at
an issue price of $0.01 per share. The aggregate cansiderstion payable by Loch is
$200,000 payablz in cash.

Loch has pravided a binding deposit of $30,000 and the balance of $170,000 is payable
within 7 days of shareholder apprval of the Resolutions concerning the authority to
issue the shares,

5.2 Conditions and Warranties to the Propogsed Transaction

The Agreement pravides for a numbar of warranties and covenants including:
a L abtam's tatsl lahilibies are limitzd o $157,049;

. Labtam will pravide letters of withdrawal from existing contracts;

. Labtam abtaining approval of shareholders for the issue;

. Suarantea from Labtzm directars that they will vote in favour of the Resolutions
whera they are able to exargise such votes;

. The appointment of three diractars nominated by Lach and the resignatian of
existing diractors.

Loch has provided an undertaking that existing shares will not ke consolidated in any
recapitalisation and befora any re-listing of Labtam an the ASX, In the event that a
consalidation accurs prior to re-tisting on the ASX, Loch must compensate the helders
of thase shares to the difference between $1,720,000 and the capitalisation of the
existing shares on minimum listing price upan Loch re-listing Labtam on the ASX. Any
such compensation will be paid by Loch to the shareholders on a pro-rata basis within
six months of relisting Labtam on the ASX.

5.3 Proposed Use of Funds

The Agraement pravides a wamanty and covenant that Labtem will apply all of the
funds provided by Lach towards the existing craditors.

In the avent that shareholder approvat is not farthcoming ak the sharaholders meeting
to approve the proposal, Labtam is obliged to return the $30,000 binding daposit within
28 days ar otherwise issue Loch 3 million oedinary shares in Labiam immaediataly
thereafiar,

In the event that Lach Fails ta pay the $170,000 balance of funds upon the issue of the
securities the $30,000 binding deposit shall be forfeited by Loch.

Fage 2



@asat 4. JUL. 2085381223 77T TASK—ADELAIDE LISTIMG . M, 465
. gl 3 Hb b

LEiooe P, oB8-34

Labtamn Limited
indepeadent Expert's Report — June 2005
Issue of Shares to Loch Securilias

6. Scope of the Report

6.1 Purpose of the Report

The purpase of this Report is L0 assess whether the Praposed Transaction is fair and
rsasanable ta the axisting non-associated sharehoiders of Labtam, The Notice of
Meeting and Explanatory Memorandum, 1o which this Raport is attached, sets aut fully
the Resalutions required to be appraved by members for the Froposed Transaction ta
proceed. ‘

6.2 Corporations Act — Takeovar Provislons

Seetion G0S(1) of the Comporations Act 2001 (*the Act”) prohibits the acquisition of an
intarest of mare than 20% of capital of @ company, without making a formai (akeover
offer, Section §11(7) of the Act provides an examption to Section 606 if the Proposal
Transaction is approved by a majority of sharehalders at general meeting and na votes
are cast in raspect of the shares held by the associates,

The issue of the shares pursuant to the Proposal will mean Loch holds 20 rmallian
ordinary shargs in the company, which will reprasent £9.93% of the shares on issue at
the time. Tharefore, the issue of shares to Loch requires approval of the Labtam
shareholders that are not assocated with the Propesed Transaction.

ASIC Palicy Statemant 74 ("PS 74" requiras that shareholders vating on a Sactian 611
Resalution must be provided with sufficient information to assess the merits of the
proposal, in¢luding a report prapared by either the indapandent directors or an
independent expert stating whather the proposad issue is fair and reasonable sb far as
the non assoclated sharehalders of the company are concermed,

6.3 Corporations Act ~ Related Party transactions

Chapter 2€, Section 208 of the Act provides a general requirement for the giving of a
financial benefit to a related party of 3 public company to be approved by members,
unless it falls within the exceptions set out in Sections 210 to 215 of the Act.

The Propased Transaction will result in Loch neminees becaming Directars of Labtam.
Notwithstanding Loch has not yet specified who will be it's nominees, it has baen
assumed by Labtam that Mr H.L. Purse as a contraller of Loch wilt be a related party.
Accordingly the issue of shares to Loch would be deemed the giving of a finandal
benefit by Labtam to a related party.

Section 210 of the Act provides an exception to the requirement for member approval
of the giving of a finandal banefit is on terms that.-

Fago 3
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- Wauld be raasanable in the dircumstances if the public campany and the relatan
party were dealing at arms tength; or
. Are less favaurable to the related party than reasanable arm’s langth Erms.

Natwlthstanding the Dlrectors of Labtam cansider that they have dealt with Loch and
Mr Furse gn arms length terms and could accardingly rely on the axception set out in
Sertian 210 of the Act, the Diractors have decided that the proposed transaction should
be approved by mambers.

Additionally they have determined that the normal raguiremants of Chapter 2€ of the
Art should be complied with and that an Independent Experts Repart commenting on
whether the Propased Transaction is fair and reasonable to the non-assodiated
shareholders should be included with the Explanatory Memarandum in order for
members ta decide whether of not it is |n the company’s interests to pass the proposed
resolution.

6.4 Guldelines issued by ASIC an fair and reasonable.

With respact t the meaning of fair and reasanable, ASIC has issued Palicy Statements
74 and 75, which are applicabla to acquisitions approved by shareholders.

FS 74 states that to determine whether the proposal Is fair and reasonable the likely
advantages and disadvantages to the sharcholders of Labtam if the propasal is
implamented must be compared to the likely advantages and disadvantagas if the
propasal is not implemented.

PS74 3lgn states that the fairnass and reasonablenass should be judged in afl the
circumstances of the proposal. In es<ence, the proposal would be fair and reasonable
if the sharshalders of Labtarm are Batter off if the proposal is implemented, that is the
expected advantages to the sharehplders of Latstam outwaigh the disadvantages.

Althavah the term fair and reasonable has no real definiton, aver tme & commanty
accepted meaning has evolved. Faimess refapas to price whersas reasonablensess
involves cansideration of factors other than price.

Faimess ganerally invalves comparison and the valua of the consideratian and the
value that may be atibutable to the securities, which are the subject of the
transaction based on the valuation of the underlying business and assets.

The concept of reasonablaness invelves and analysis of factors other than faimess that
nan-associated shareholders miaht consider prior ta voting on the proposal.

ASIC Palicy Statements 74 and 75 also require the Independent expert to provids an
opinion as to whether there is any premlum for control baing receivad &s cansideratian
as a result of the Propasal. In order to express an opinion as to whether any contral
premium is being receivad, the Independent sxpart needs to:

=  Consider whether there has heen any change control; and
+  Quantify the contre! pramium,

¥F there is 2 premium heing received the hioher the premium tha graater the banafit far
shareholders, hiowever, any such benefit may be offsetting against a change of control.

Pae 4
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6.5 Limitations of the Report

This Repart has been prepared at the request of the directors for the purposes nf_
assisting non-assaciated shareholders in their dedisfon on whather or not o vote n
favour of the Proposed Transaction.

This raport. is nat intended to serve any other purpose and should not be relied upon
by any ather persan for any cther purpese in preparation of this report. Nexia A&S has
relizd upon financial and other infermation provided by the Company. We helieve that
the information provided was reliable, comnplete and not misteading and there is no
reason to believe that any mataral facts have been withheld howaver, we have net
conducted any due diligence of aur own ta assess the correctness or completaness of
this information.

The opinion of Nexia ASS is basad on economic market and other conditions prevailing
on the date of this repart, such conditions can change significantly aver a relatively
short period of dime.

7. Profile of Labtam

7.1 Company Qvarviaw

Labtarn {formary narmed Heat Exehange Intemational Limited) was incorporatad an 22
Qctabar 1968,

The company was listed on the Australian Stock Exchange (CASX™) on 18 February
1994,

Full details of the Company's history and the circumstances leading to its present
. finandal position are set out In Section 2 of the Explznatory Memorandum to which this
Report is attached

During the fast 4 1/2 years the company has bean under varinus axtarnal
administrations and more recently falled ta achieve a recapitalisation and re=listing of
the shares of the ASX.

Af the datz of this report the company bas na activities and no resaurces. The curment
Statement of Finandal Position of the Campany is set out balow at 7.3. It discloses a
net asset deficiancy and na means of satisfylng creditors incurred duﬂng a proposed
capital raising in Qctaber 2004.

On 25 May 2005 Labtam entered inta 3 Placameant Agreement with Loch far the
purposss of recapitalising the company. The principle terms of the Flacement
Agrazment are sat aut above at 1.2 and 5.2, In surnmary, the Propozed Transaction
pravides for the issue of 20 milfion shares in exchange for the paymaent of $200,000 by
Loch,

Page 5
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7.2 Share Capital
‘The Company eurrently has 8,600,000 fully paid shares on issue, A recondliation of
the movement in capital between 30 June 2004 and 25 May 2005 is 25 follows:-
No. %
Audited Balancas = 30 June 2004 27,520,274 7,102,270
Consolidation on 1 for 100 -Sept -
2004 275,203
Application to Accumulated Losses (7,192,270}
[szue to Deed Craditors 217,415
Seed Investor Issue 4,500,000 300,150
Seed Investor Issue - Qct 2004 1,107,382 141,380
Issue i Sacured Craditor an Debt
conversian 2,500,000
Unaudited 8alancas - 25 May 2005 8,600,000 441,530
- Existing Sharehalders holding more than a 5% Interests are:-
$hareholdar No. of %5 Issued Capital
Shares
Stata Automation Pty Lid 899,550 10.456%
Astra Glen Pty Ltd 865,640 10.07%
Caontelite Pty Led 865,640 10.07%
Springbuild Pty Lid 495,745 5.81%
M Colin Fyrnn 499,775 5.23%
Michella Sammut 448,775 5.23%
4,130,065
In total there are 583 Existing Shareholders in the Company and at 5 May 2005 the
spread of shareholders was as follaws: =
Ranges No. of No. of shares Y%a Issued
halders : Capital
I -1200 467 69,252 0.81%
1001 - 3000 K% - 78500 0.92%
5001 - 10000 1 93,775 1.05%
10001 — 100000 é2 1,543,450 17.55%
100001 and Qver 19 5,814,614 78.24%

Tokal : 543 8,600,000 100.00

Page &
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The following table summaries the affect an sharehaiders if the Froposed Transaction is
implementad:

Shareholder No. of Shares Shareholding %
Existing sharshalders 2,800,000 30.07%
Loch Securities Limited 20,000,000 60.93%
Tatal 28,600,000 100.00%

The Directars of the Company haold vating interests in 1,015,565 ordinary shares,
representing 11.81% of the total vating shares.

Under the terms of the Placement Agreement, all directors undertook ta vote in favour
of tha Praposed Transaction to the extent they are able to exercise vates. The
Explanatory Memorandum, at Sectian 5, sets out each of the Director’s
recammandations to existing nan-associated sharchalders.

7.2 Financial Pasition

Sat out below is @ summary of the Jast audited finandia! position of the Compaay (being
as at 30 Juna 2004) and unaudited finandial pasition as at 25 May, 2005. Tha
summary also sets out the movements in assets and liabilities and notes supporting the
material bensactions during the periad.

Audited Unaudited
A0-Jun-04 Movements  Notes 25-May-05
- $ 5
Current Aszats
Bank - - 56&7 -
Naon Current Assots
Plant & squiprment (computer) 3,500 3,500
Total Assets 3,500 )
Current Liabillties
Payables 1,344,352 (1,147,303) 34,647 197,048
Total Lizhilities 1344 382 197,049
Net Deflclency of Asgets (1,340,852) : [193‘5191
Equity
Share Capital 7,192,271 (6,750,740) 1S 441,531
Reservas 1 468,116 -1,468,116
348
Accumulated Loszses {1¢.001,238) 7,698,042 x 6 {2,193,196)
(1,340,851) {193,549)

Page 7
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Notes:

1. Consalldatien of tha Issugd shareg ona 1 Far 100 barls,

2. Application af share capital ks acoumulatad Insses 57,192,270 - per sharsholder approval

3. [ssus of 271,415 odinary shares and canceiation of claims par sharg to creditors pursiant to the
Dued of Company Arrangement

Tssua of 2,500,000 t AXE Limitad at 5 for canversion af sacuntd debt

. 1ssue of 1,107,382 sharas at average of 12.8 cents per share to Geed Invastors

. Custs of $337,743 assodated with recapialisation, prospectus issu@ and administration ke May 2005

, Payment of past Deed creditars fram avallable sy resources

~ Ov DN N

Nexla AKS has nat performed any audit o otier procedures ta verify the unaudited
financial position at 25 May 2005 and have relied upon information provided by the
Diractor’s.

74 Frupnsad' Activities after the Proposat is Complete

Should the prapasal proceed and Loch assumes control of the Comparly, based an the

Flacament Agrasment, we understand that it is the intention of Loch to source suitable
activities for the Company to enable a recapitalisation and re-listing of the Company an
the ASX.

Wa have not baan provided with any details from Lach as to the actual intentions or
whether any business or activities have yet been [dentified and how the recapitalisation
and re-isting may procaed or the timing thereof.

Loch has providad fimited information to the directars of Labtam other than itis a
privately owned company and its principal activities involve the trading of securities on
prescribed stock exchanges, corporate restructuring and listad public company equity
financing and underwritings.

Nexia ARS has not conducted any due diligence on Loch or its director(s) o
shareholder(s) and accordingly expresses no opinion as ta the resources ar axperienca
of Loch oF its nominees to facilitate a recapitalisation and re-listing of Labtam on the
ASK,

As notad in the Explanatary Memorandum, Lach has pravided an undertaking to the
Company that the axisting shares will nat be consalidated befare any recapitalisation or
re-listing on the ASX, arin the event that there is such consolidation the hoiders will be
compensated based upon the difference batwaen $1.72 million and the capitalisation of
the existing 8.6 million sharas on minlmum listing price.

The Agreement does not spacify the form af compensation, but pravides that it will be
on 3 pro-tata basis to existing sharehalders within sk months of re-listing of Lattam on
the ASX by Loch.

F.2234

8. Evaluation of the Propased Transaction

Bl Basis of Assassment

In assessing whether a proposal is fair and reasonable from the perspective of the
eharehalders, we have had regard to the oritaria set out in PS 74, PS 74 directs an
expert preparing a Section 611 report to consider all the cireumstances of the proposal,

Page &
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and compare the ltkaly advantages and disadvantages to non associated shareholders it
they vate in Favaur of the proposal to the advantagas and disadvantages to those
shareholders If thay da not,

The fallawing factors have been considerad when evatuating whether the propasal is
fair and reasonable to existing Labtam shareholders.

o  the finandal impact of the proposal on Labtam;

5 the altarnatives avaiiable to Labtam if the proposal does not pracaed, including
the availability of funding from alternative sources,

o  the vaiue of sacurities being issued belng compared with the value of the
consideration to be received and the value of the serurities should non
assoclated shareholders vote in favour of the propasal;

o the extent of any pramium for control being raceived by Labtam; and

o any ather factors which may have a material impact.

5.2 Assessment of Fairness

In forming our opinion on whether the Proposed Transaction is fair to the non
assaciated existing shareholders we considered the value of the sharas o he issued by
the Comparny.

In tha absence of a quoted price or trading in Labtam shares, we consider that the net
asset backing of the shares at the date hergof provides the most useful measure for
assessing the value of axisting shares and the value after the Propoged Transaction
proceeds, :

As ngted abave at 7.3, Labtam presently does nat own any operating assets or
business activities and has a net asset deficiency of $193,549, If the Proposed
Transaction is appraved and the warranties and undertakings in the Placement
Agreemant ar2 abserved, Labtam will have an impraved net asset backing par share

" than before the Proposed Transaction. A comparison of the net asset backing per
share bafers and after the Proposed Transaction is detailed below:-

Unaudited Unagdiced
25 May 2005 25 May 2008
PRE POST
Proptsied Fropesad
Trangaction Transaction
$ 1
et Assets (Deficiency) ;1935549} 651"
Shares on Issue 8,600,000 28,600,000
Net Asset Backing {Defisiency) fer share (¢ 0.023) $ 0.000

* no account has bean Yaken for toets which have o may e incurrad with respect to the preparation
of tis Report, the Expranatory Memerandum or tha halding of the general medting of sharsholders
&0 vote an the Proposed Transactian, The costs wanld not have any significant impact gn the
calrulated Unaudited Nzt Asset Backing per share ROST the Proposed Trsnsaction,

Foge 9
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The Net Asset Backing per share after the Proposed Transaction calculated on the basis
of the issue of shares to Lach for a total cash consideration of $200,G00.

As the Proposed Transaction gives rise to an mprovernent in the Net Asset Backing per
share (which we consider the best guide to value) of shares hald by the non-assooatad
existing sharehalders, we are of the apinion that the Propased Transaction is fair.

8.3  Assessment of Reasanableness of the Proposed Transaction

We have congidered the other likaly advantages and disadvantages for the nan-
associgted sharsholders If the Proposed transaction proceeds.

2.3.1 Advantages of the Propased Transaction
Trading Liquidity of Shares

Since the suspension of shares fram ASX in September 2003 there has been no market
availabie for ardinary sharas of Labtam to ke traded. The Proposed Transaction may
provide Labtam with an opportunity to re-list its shares on the ASX. This may allow
Labtanv shareholdars an opporfunity to seft their shareholdings at a value greater than
the current net asset backing or the nat asset backing Immediately Past the Propasad
Transaction

As noted abave we have not been advised of any propasals by Loch for the
recapitalisation or ra-listing of the Carmpany’s shares, As also nated we have not
eanductad any due diligence to determine Loch’s ability to resource ang/or other wise
facilitate such a recapitalisation and re-listing.

Pursuant ta the undertakings by Loch in the Flacement Agreement existing
sharehalders have in effact been underwrittan @ minimum price of $0.20 {20 tants) per
share on the re-listing of the Company on the ASX,

Source of Fungls B sabisty eredikors

The issug of shares for cash will enable the immediatz sattlement of all oytstanding
crediters amounting ta approximately $197,000 and avoid possible Liquidation of the
Campany.

OF the total creditors, only $43,000 relates ta outstanding consulting fees of entities
associated with the Dinectors, The majority of the balance remains payable to
prafessional advisers for wark associated with the corporate reorganisation and
praspectus issuad in Qcrober 2004. There cannot ba 3 quarantee that any of thase
craditors will hold off recovery action for a further extended period.

In the absaence of ather resources recavery action by creditors is likely to [ead to
appointment of a Liguidator to Labtam, permanantly erading any prospect of
shareholders seeing value or a market for their shares via a re-iisting of the Company.

Page 10
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8.3.2 Disadvantages of tha Propasa

Dilution of Existing Sharehoiders Interest and contraf of the Company will transfer
Loch.

Currently, existing sharehalders of the campany cantral all of the issued capital, The
implemantation of the Praposed Yransaction will have the effect of dituting the intarasts
of axisting shareholders of Labtam to 30.07%. -

Accordingly, existing shareholdars would lose cantrol of the campany to 1.och.
Mawaver, we point out that:

e  tha current sharcs have no valug as they ara unable to he traded; and

« Lech potentlally has greater capacity to source a viahle business and / or assets
for the Company and olyin re-listing of the shares than the current directars; and

« Loch a paying premium for controt (refer 8.4 helow).

Potential Cpportunity cost to Labtam shareholders

There is 3 risk that if tha Propased Transactian is approved and Implemented that Loch
may not be atle to successfully recapitalis2 and re-list the Company’s shares. However
the Diractor’s have advised that expressions of interest ware sought and that there are
currently no altemative proposals available to Labtam with terms mare favourahble that
the Praposed Transaction.

8.3.4 Implications if Pfroposal does not proceed
If the Propnsal does not progeed the implications arg considerad to ba:-
v 2 continued inabifity to trade shares; and

+ thera may be no other sptions for raising funds to discharge the remaining
obligations of the Company. If the ramaining creditors of the Company seek 2
liquidation then the potentiat value of the company could be lost.

Weighing up the advantages and disadvantages af tha proposal we are of the opinian
that the transactions is reasanable for axisting non-associated sharsholdars of the
{ompany.

9, Control Premium

The Propased Transaction will result In the existing non-associated sharehalders
diluting their interest in the Company from 100% ta 30.07%, with Lach owing £9.939%.
Acrordingly control of the Company will pass from the existing shareholders to Lach.

ASIC quidefines require the Independent Expert to assess whather a premium for
contral is induded In the congideration payatle by Loch for the ordinary shares that will
be issued. .
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8.1 Premium an Issue

Basad an the above analysis of the assessed value of each Labtam share both PRE and
POST the Proposed transaction, we are of the opinion that there is an immediate
control premium being paid by Loch of approximately §0.04 (1 cent) per shars on the
issue of shares. Accordingly all of the corsideration being paid represents contral
premium,

9.2  Potential further premium an Re-listing.

The terms of the Placement Agreemant provide that axisting non-assodated
sharehaldars will not be diluted belaw the proposed 30.07% upon any recapitalisation
and re-listing of the Company’s sharas an the ASX.

" In the event of any such dilution existing non-assaciated sharshoiders will be paid the
diftarence between $1.72 millian and the value af the shares on re-fisting. In effect
Loch has undarwritten 3 value of $1.72 million to existing shareholders on tha re-iisting
of the Company on tha ASX,

The undemriting gives a value ta the existing 8.5 million shares of $1.92 million, being
the exicting net asset deficiency of $193,000 and the quaranteed $1.72 million value on
re-listing. This equates to existing non-associated shareholders receiving a further
$0,223 {22.3 cents) per share.

We again point aut that we have not conducted any due diligence on the histary ar
state of financial affairs of Lach and accordingly do not express any apinion on the
ability of Lach to make payment of the $1.72 millien, should the need arise.

10. Opinion

The current value of Labtam shares is nil. The Campany has no 2ssets or other
resources and prasently no prospacis of increasing the value of the shares above wil,
The Directars have examined submissions fram various parties and are of the view that
the Proposed Transaction provides bast immediate and long-term praspecs.
Accordingly there is little, if any, risk to the existing non-associated shareholders in
approving the Proposed Transaction.

Impizmentation of the Propased transaction may enhance the prospects af the
Company eventually being recapitalised and re-listed. In the event the Company is re-
listed by Lach the value of the axisting non-assoclated sharehalders interasts is
affectively guarantsed to $1.72 millian - or approximately 20 ¢ents per share.

In our opinion the Proposed Transaction is fair and reasonable to the
axisting nan-associated shareholders,
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APPENDIX A
Statement of Qualifications, Independence, Declarations and Consents

Qualifications

Nexia Alexander & Spencer Pty Ltd ("Nexia ALS™) is a Meiboume pased accoundng, audit and
businest advisory practies and is a licensad investment adviser within the toms of the
Corporations Act 2001, Saniar partners ar Alexander B Spencer specialise in and regularly
perform corporatez and asset vajuations and advise cn company rastructures, acquisitions and
graposals. Nexia ARS, acting through different partners alsa parfarms audit on the accounts of
Auystralian companies,

The persors responsille for praparing this report on behatf of Nexia ARS ara Gary Graca (Dip.
Bus Studies - Accounting, ACA) and Tom Borsky (B. Ee. FCA), each of wham has a significant
rumbar of years of experience in relevant comorate advisory matters inchuding valuations and
independent expart reports.

Indepandenca

Naxia ABS considers jtseif to be indapendent in terms of Aractice NoE2 42 issuad by ASIC relating
to indepandence of experts and has developed and issued an opinion and repart an an unbiated
basls.

Nexia A&S and (ks related entities do not have at the date of this report and have not had within
tha previous two years, any sharehaiding in the Company nar Lach Securities Fty Ltd and have
not; provided any other profiassional services to Labitam ar Loch Securities Pty Ltd. None of Nexis
ARS, Gary Graca, Tom Barsky, nor any other memiber, directer, partner or employea of any of
Nexia ARS has any interast in tha opinion reschad by Nexia ARS except that wa dre antitled to
receive professional fees for the completion of this repert based an Hime incurred at aarmal
professional rates, With the excaption of thasa feas no parties will raceive any othear benefits,
whether diractly or indirectly, for or in connection with issuing this report,

Disclalmers

This raport should not be used or relied upon far any purpose other tan as an axpression of
Nexia ARS opinion of the faimess and reasonakheness of the Proposed Transactian. Nexia ABS
exprassly disclalms any Fability to any person who relies an our repart, or soeks o rely an the
report for any ather purpase and to any other party who refies or purpoms to rely on the report
for any PUrpose.
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Appendix 2 iduntifies the sources of infanmation upan which this report has been based. Whilst
Nexia AGS has no resson to belisve that such imformation is not reliable and accurate, it has not
causad such infarmation to be independantly varified or audited in any way. Inquiry, analysis
and raview have brought nathing ta gur attention to indicate a material misstatement, amission
ar (azk af reasenable grounds upon which ta base aur opinion.

The opinians given by Nexia ARS in this cepart are givan In good faith and in the belief on
reasanable grounds that such statemants and opinions are correct and not misleading. This
report has been prepared with care and diligence, However, no responsibility is accepted by
Nexia A2S or any of /ts officars or employees for ertors or omissians however arising in the
preparation of this repart, pravided that this shall net absolve Nexia A&S from consequences
redated to an opinian expragsad recidessly or In bad faith.

advanced drafts of this raport ware providad to the Directors of the Company. Minor changes for
faciuisl content were made to this repart, There was no alteration to the methedolagy or
conclusions reached as a result of discussinns related to drafts of the report.

Nexia ALS's opinian is based on prevailing conditions at the data of this report ncluding market,
aconomic and ather relevant crcumstances, These ¢an change aver relatively short time pericd
and any subsequent changes in these condilions in the value either positively or negatively

Indemnity

The Campany has agraed that it will indemnify Nexia ARS and its emplayees and officers in
respect t any aor &l I0ssas, claims, damages and hiabilites rising as a result of or in connaction
with the preparation of this raport,

Consent

This repor; has been preapared at the requase of the Campany and may accompany the Natice of
Mecting to Ba given ta shareholders,

Nexia AES consents to the issulng of tis repart and the farm and context to which itis to be
included with the Notice of Meeting, Other than tha report, Nexia AGS has nat Been invelved in
thie preparstion of te dotuments or ather agpects of the Propased Transaction or the Notice of
Meating to which this report may be aitached. Accordingly, we take no responsibility for the
congent of the Natice of Maeting or the Propasad transaction as & whale. Reither the whole nar
any part af thic report nar any refarance thereto may be included in any other decument without
prior written consent of Nexla ARS as to the form and context to which it appears.
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APPENDIX B
Saurces of Information and Reliance

During the course of this engagemant, we warg provided with information in respect of Lablam,
and we obtzined additional infarmatian from ather pubile saurces. Informatipn and documents
wsed and principally rell+d upan by us included the fallowing:

Annuz) Repart of Labtam for the year ended 30 June 2004

Labtam. Prospectus dated 29 Octaber 2004

Placemgnt of Agrearment dated 25 May 2005

Hazds of Agraement dated 30 January 2004 between the Company, Maonlighting Limited,
Bytecraft Automnation Pty Ltd and Labtam Pty L&d in relation o the acquisition of the
busingssas of Bytecraft and Labtam Pty Lk and other matters concemning corporate
restructuring and recapiGlisation of the Campany.

Deed of Campany Arrangement dated 14 November 2003

Report to Craditors by Ferrier Hodason datad 16 Qctaber 2003 In relation to the proposed
Deed of Company Armangement

Managemant Financial Report as at 25 May 2005

Tap 20 Shareholdors Raport and Shareholder Ranges Repart dated 5 May 2005 produced
by ASX Parpetusl Asgistrars

Discussions with Mr Adrian \Wing, direstoe of Labitam

Labtam ASX anneuncemants for the previous 12 months
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APPENDIX C
Nexia Alexander & Spencer Pty Ltd Financial Sarvices Guide

This Financial Sevices Guide is datad 15 June 2005,

1. Abaut us .

Nexia Alexanddr & Spencer Pty Ltd (ABN 25 825 209 842, Australian Financial Servicas Ucence
no 247262) ("Mexia ABS") has been angaged by Labtam Limited ("Labtam™) to provide a repart
in the form of an Indepandent Experts Repart (the “Aegort™ for inchusion with the Notice af
Mesting of Shareholders to ba hald on ar apaut 29 July 2005 to consider resalutions assaciated
with the propased the issue of 20,000,000 shares to Lach Securities Fy Lit.

You have nat engaged us dirgctly but have been provided with a copy of the Report as
sharehalder because of your connection to the matters set out, In the Report.

2. This Financial Servicas Guide

This Financial Servicas Guide ("FSG™) s designed to assist retail clients o their ume af any general
financis! product advice contained in the Report. This FSG contains infarmation about Nexie ABS
genarally, the financial services we are licensad to provide, the remuneradon we may recaive in
connection with the preparation af tha Repart, and how complaints against us will ke dealt with,

2, Financial services we are [lcensed to pravide

Qur Australian Financial Services Licance allows us to provide general financlal praduet advice in
refation o variaus financial products such as sacurides, interests in mangged investmenat
schames, and superannuation to reRil and wholesale clients.

4, General financlal product advice

The Repart containg gnly general financial product advice. 1t was prepared without Eking into
account your parsanal ohjectives, finandial situvation or naeds. You should consider your owr
ohjactives, financial situation and needs when assessing the suitabliity of the Report to your
situation. You may wish to obtaln peesonal financial product advice fram the holder of an
Australian Financial Services Licence to assist you in this assassment

5. Fees, commissions and other benefits we may raceive

Nexia ARS charges fees i produce repors, including this Repart. These feas are negatiated and
agreed with the entity who engagas Nexia ABS to provide a rapert. Fees ara charged on an
haurly basis or &3 a fixed amount depending en the terms of the agreement with the persan whe
énganec us. In the preparation of this Report dur fees are approximataly 4,000 excluding GST.
Diractars or empleyees of Nexia AAS, Nexia Alexanhder & Spencer, or other associated entities,
may receivie partnership distributions, salary or wagas from Nexia ABS.

6. Assaciations with Issuars of financlal products

Mexia A&S and 15 autharised representatives, employvees and Ssociates may from fime o Hme
have rejationships with the Issuers of financial products. For example, Nexia Alexander & Spencer
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may be the auditor of, ar provide financial services &, the issuer of 3 financial product in the
ordinary course of its businass, .

Naxia ABS currently does not previde any other professional sarvices to Labtam or Loch
Sacurities Limitad and has no relationship with any of those companisy’ directors.

7. Complalnts

1f you have a complaint, plaase raisa it with us first, using tha contact detzlls isted below, We
will end@avor to satisTactorily resalve your complaint in a timaly manner. In addition, a copy of
our internal complaints handing pracedure is available upon request.

8. Contact Delalls

Naxia ARS can ba contacked by sending 2 iatter ta the following acdress:
Kavin Mullen

Nexia Alsxander & Spencer Fry Ltd

Lavel 14, 440 Cellins St, Melbourme, Vic, 3000
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